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53. a. Woodglen I LLC Correspondence to Jeff Greenstein (Quellos), dated 

October 2004, re: Reka Limited (We understand from our representa- 
tives, that Quellos has indicated that no actual shares may have been 
transferred.) 

b. Charles Wilk (Quellos) Correspondence to Woodglen I, LLC, dated 

November 2004, (What was stated was that we believe from the docu- 
ments we have reviewed that the referenced transactions were OTC 
contracts, and, therefore, there were probably no exchange traded trans- 
actions of the shares.) 

c. Charles Wilk (Quellos) Correspondence to Woodglen I, LLC, dated 

November 2004, re: Reka Limited (... it appears that the transactions 
involved over-the-counter (“OTC") sales of rights to an underlying port- 
folio of stock (the “Portfolio”) by Jackstones to Barnville.) 

54. Correspondence between John Staddon (European American Investment 

Group) and the Senate Permanent Subcommittee on Investigations, dated 
July 2006, re: Barnville and Jackstones (. . . the portfolio of securities 
traded by and between Barnville and Jackstones was of a purely contrac- 
tual book-entry nature. ... no physical transfer of shares were made. 
No transactions took place over any exchange and no cash transfers 
passed between bank accounts of the two companies.) 

55. John Staddon email, dated July 2000, re: Promissory note (I had assumed 

that we would be having a circular funding pattern . . . such that no 
cash would need to actually pass i.e. purely book entry.) 

56. a. Chuck Wilk/Jeff Greenstein email, dated August 1999, re: POINT 

STRATEGY 

b. Rajan Puri (Euram)/Chuck Wilk (Quellos) emails, dated April 2000, 

re: Further Revisions to POINT (. . . given the “virtual” nature of the 
warrant issue ...) 

c. Reka Limited, US Call Warrants due 2005, Subscription Agreement, 

dated May 2000 

d. EA Investment Services Limited Correspondence to Reka Limited, 

dated June 2000, (. . . 1000 covered call warrants issued by Reka Lim- 
ited on 5 May 2000 .. .) 

e. EA Investment Services Limited Correspondence to Titanium Trading 

Partners LLC, dated November 2001, (. . . 1000 covered call warrants 
issued by Titanium Trading Partners LLC on September 11, 2001 
...) 

57. a. Annual Return of Barnville Limited 

b. Financial Supervision Commission, Isle of Man, Barnville Limited 

c. Annual Return of Jackstones Limited 

d. Financial Supervision Commission, Isle of Man, Jackstones Limited .... 

58. Chuck Wilk emails, dated August 2001, re: Ownership (Barnville is 

owned jointly by Claycroft Limited and Dalecroft Limited, both Isle of 
Man companies. ... I am not at all keen on revealing the ultimate bene- 
ficial owner.) 

59. a. HSBC Account Application for Barnville Limited 

b. Mary Pan/Russell Schreiber (HSBC) email, dated August 2001, re: 

Barnville and Jackstone 
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59. a. HSBC Account Application for Barnville Limited — Continued 

c. HSBC Know Your Customer Information for Barnville Limited 1184 

d. HSBC INDIVIDUAL INFORMATION— KNOW YOUR CLIENT for 

Barnville Limited 1186 

60. a. HSBC Memorandum, dated August 2001, re: NON-CIB GROUP: 

HAIM SABAN FAMILY GROUP 1187 

b. Document regarding Quellos/HSBC transaction (The deferral of -$700- 

750 million for 6 to 10 years is the economic benefit that provides 
Quellos with its fee.) 1190 

c. Russell Schreiber/Mary Pan email, dated September 2001, re: Silver- 

light Enterprises, L.P 1192 

61. a. Chuck Wilk/John Barrie emails, dated August 2001, re: timing issues 

Revised Checklist (. . . from a tax standpoint, I think Silverlight ought 
to hold neweo with Titanium at least a day or two to establish fMtually 
its ownership interest (important for basis shift) to better avoid argu- 
ment that ownership is transitory and could be ignored on a step 
transaction argument . . .) 1193 

b. Chuck Wilk/John Barrie emails, dated August 2001, re: Purchase 

Agreement 1196 

c. John Barrie email, dated August 2001, re: Titanium Trading Partners 
LLC (Returns are calculated based on the sum of the costs of the 
collar, financing, loan fee and structuring fees as a percentage of the 

net gain ! (loss) for each profitability scenario.) 1196 

d. Lana Phillips email, dated September 2001, re: Revised Consents (I’d 

rather not indicate the sequence of these documents in their titles 
because the creation and ownership of the LLC by Barnville and 
EAICS must be completely independent. . . . Showing a clear sequence 
seems to betray that independence.) 1197 

e. Elizabeth Smith/Chuck Wilk email, dated June 2002, /. . . would it 
be reasonable to assume . . . that the opinion should be done by the 

end of June?) 1198 

62. a. Chuck Wilk email, dated December 1999, re: POINT trade (I had 

a meeting this week with Lew Steinberg of Cravath Swaine & Moore 
to finalize the draft of the opinion and to review the economics of 
the trade.) 1199 

b. Christopher Hirata email, dated April 2000, re: POINT (During our 
phone conference with Lew Steinberg, we concluded that on 12 1311 

00 we would have a portion of the loan balance outstanding, ...) 1200 

c. Jeff Greenstein/Andrew Robbins emails, dated September 2000, (Do 

we need to speak with Cravath to be certain as to where to strike 
the call in order to provide enough economics or do we already know 
this?) 1201 

d. Legal Opinion prepared by Cravath, Swaine & Moore, dated August 

2000, re: POINT Strategy 1202 

63. a. Legal Opinion prepared by Bryan Cave LLP, dated October 2002, 

re: POINT Strategy 1226 

b. Representation Certificate of Haim Saban for Legal Opinion prepared 

by Bryan Cave LLP 1287 

c. Representation Certificate of Chuck Wilk for Legal Opinion prepared 

by Bryan Cave LLP 1292 

d. Representation Certificate of Titanium Acquisition Corporation for 

Legal Opinion prepared by Bryan Cave LLP 1302 

e. Representation Certificate of Titanium Trading Partners LLC for 

Legal Opinion prepared by Bryan Cave LLP 1308 

64. Correspondence from William A. Brewer III, Bickel & Brewer, legal coun- 

sel to Charles and Sam Wyly, to the Permanent Subcommittee on Inves- 
tigations, dated July 2006, re: assertion of rights under the Fifth Amend- 
ment 1310 

65. Responses to supplemental questions for the record submitted to: 

a. The Honorable Mark Everson, Commissioner, Internal Revenue Serv- 
ice; 1312 



XII 


Page 


66. Responses to supplemental questions for the record submitted to — Contin- 
ued 

b. Michael Conn, Private Bank Northwest Region President, Bank of 

America; 1317 

c. George T. Wendler, Senior Executive Vice President and Chief Credit 

Officer, HSBC Bank USA, N.S.; 1320 

d. Jeffrey Greenstein, Chief Executive Officer, Quellos Group, LLC; 1329 

e. Louis J. Schaufele III; 1679 

f. Michael Chatzky, Chatzky & Associates 1700 

VOLUME 2 

66. Materials relating to Footnotes and Additional Documents cited in Tax 
Haven Abuses: The Enablers, The Tools, And Offshore Secrecy, a Report 
prepared by the Minority and Majority Staff of the Permanent Sub- 
committee on Investigations in conjunction with the Subcommittee hear- 
ing held August 1, 2006: 1743 

[Note: Footnotes not listed are explanative, reference Subcommittee inter- 
views for which records are not available to the public, or reference a 
widely available public document.] 

[*] Retained in the files of the Subcommittee. 

Footnote No. 29, See Attachment 1743 

Footnote No. 33, See Attachment 1749 

Footnote No. 34, See Attachment 1752 

Footnote No. 38, See Attachment 1753 

Footnote No. 39, See Footnote No. 38 (above) 1753 

Footnote No. 44, See Attachments (3) 1776 

Footnote No. 48, See Attachment 1779 

Footnote No. 50, See Attachment 1780 

Footnote No. 51, See Attachment 1781 

Footnote No. 53, See Attachment 1782 

Footnote No. 64, See Attachment 1783 

Footnote No. 55, See Footnote No. 54 (above) 1783 

Footnote No. 56, See Attachment 1804 

Footnote No. 61, See Attachment 1832 

Footnote No. 63, See Footnote No. 48 (above) 1779 

Footnote No. 64, See Attachment 1834 

Footnote No. 65, See Footnote No. 64 (above) 1834 

Footnote No. 70, See Attachment 1839 

Footnote No. 71, See Attachment 1841 

Footnote No. 77, See Attachment 1843 

Footnote No. 78, See Attachment 1846 

Footnote No. 79, See Attachment 1847 

Footnote No. 81, See Attachment 1851 

Footnote No. 82, See Attachment 1852 

Footnote No. 83, See Attachment 1854 

Footnote No. 84, See Attachment 1862 

Footnote No. 86, See Footnote No. 83 (above) 1854 

Footnote No. 91, See Attachment 1869 

Footnote Nos. 92-94, See Footnote No. 91 (above) 1869 

Footnote No. 96, See Attachment 1907 

Footnote No. 97, See Attachment 1908 

Footnote No. 98, See Attachment 1909 

Footnote No. 113, See Attachment 1910 

Footnote No. 115, See Attachment 1911 

Footnote No. 116, See Attachment 1912 

Footnote No. 118, See Attoc/imeftts 1918 
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Yootnote 1^0. 119, See Attachments (2) 1920 

Footnote No. 120, See Attachment 1930 

Footnote No. 121, See Attachment 1932 

Footnote No. 122, See Attachment 1933 

Footnote No. 123, See Footnote No. 122 (above) 1933 

Footnote No. 124, See Attachment 1946 

Footnote No. 126, See Attachment 1951 

Footnote No. 129, See Attachments (2) 1952 

Footnote No. 130, See Footnote No. 129 (above) 1952 

Footnote No. 131 and 134, See Attachment 1985 

Footnote Nos. 135-137 and 139, See Footnote No. 129 (above) 1952 

Footnote No. 140, See Footnote No. 131 (above) 1986 

Footnote No. 142, See Footnote No. 129 (above) 1952 

Footnote No. 143, See Attachment and Footnote No. 129 (above) 1993 

Footnote Nos. 144, 146-147, and 149, See Footnote No. 143 (above) 1993 

Footnote Nos. 155-158, See Footnote No. 129 (above) 1952 

Footnote Nos. 159-163, See Footnote No. 131 (above) 1985 

Footnote No. 164, See Footnote No. 129 (above) 1952 

Footnote No. 165, See Attachment 2006 

Footnote No. 174, See Attachment 2026 

Footnote Nos. 175-176, See Footnote No. 174 (above) 2025 

Footnote No. 179, See Attachments (3) 2030 

Footnote No. 180, See Attachments (2) 2039 

Footnote No. 181, See Footnote No. 179 (above) 2030 

Footnote No. 183, See Attachment 2043 

Footnote No. 185, See Attachment 2044 

Footnote No. 186, See Attachment 2045 

Footnote No. 187, See Attachment 2047 

Footnote No. 188, See Attachment 2048 

Footnote No. 189, See Attachment 2049 

Footnote No. 195, See Attachments (2) (1 of 2 is a SEALED EXHIBIT)* 2050 

Footnote No. 197, See Attachment 2053 

Footnote No. 199, See Attachment 2056 

Footnote No. 201, See Attachment 2065 

Footnote No. 202, See Attachment 2069 

Footnote No. 203, See Attachment 2071 

Footnote No. 204, See Attachment 2074 

Footnote No. 205, See Attachment 2078 

Footnote No. 206, See Footnote No. 201 (above) 2065 

Footnote No. 207, See AWoc/imeftte 16) 2082 

Footnote No. 208, See Footnote No. 201 (above) 2065 

Footnote No. 209, See Attachment 2108 

Footnote No. 211, See Attachment 2111 

Footnote No. 212, See Attachment 2113 

Footnote Nos. 214-215, See Footnote No. 211 (above) 2111 

Footnote No. 216, See AWoc/imeftte 131 2115 

Footnote No. 218, See Attachments (2) 2122 

Footnote No. 219, See Attachment 2124 

Footnote No. 220, See Attachment 2127 

Footnote No. 221, See Attachments (2) 2131 

Footnote No. 222, See Attachments (2) 2133 

Footnote No. 223, See Attachments (2) 2147 

Footnote No. 224, See Attachments (2) 2149 

Footnote No. 226, See Attachments (2) 2157 
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Footnote No. 227, See Attachments (2) 2166 

Footnote No. 228, See Footnote No. 226 (above) 2157 

Footnote No. 229, See Attachments (2) 2179 

Footnote No. 230, See Footnote No. 229 (above) 2179 

Footnote No. 234, See Footnote Nos. 212 and 216 (above) 2113, 2115 

Footnote No. 235, See Footnote No. 209 (above) 2108 

Footnote No. 236, See Footnote No. 195 (above) 2050 

Footnote No. 237, See Attachment 2186 

Footnote No. 238, See Footnote No. 212 (above) 2113 

Footnote No. 239, See Footnote No. 237 (above) 2186 

Footnote No. 240, See Attachment 2187 

Footnote No. 242, See Attachments (3) 2192 

Footnote No. 243, See Footnote No. 220 (above) 2127 

Footnote No. 244, See Attachment 2197 

Footnote No. 245, See Attachment 2199 

Footnote No. 247, See Attachment 2205 

Footnote No. 248, See Attachments (2) 2207 

Footnote No. 249, See Attachment 2209 

Footnote Nos. 250-251, See Footnote No. 249 (above) 2209 

Footnote No. 252, See Attachment 2210 

Footnote No. 253, See Attachment 2211 

Footnote No. 254, See Attachment 2212 

Footnote No. 258, See Attachment 2213 

Footnote No. 260, See Attachment 2214 

Footnote No. 261, See Attachment 2215 

Footnote No. 262, See Attachment 2216 

Footnote No. 263, See Attachment 2217 

Footnote No. 264, See Footnote No. 180 (above) 2039 

Footnote No. 267, See Attachments (3) 2218 

Footnote No. 268, See Footnote No. 180 (above) 2039 

Footnote No. 269, See Footnote No. 179 (above) 2030 

Footnote No. 270, See Attachment 2221 

Footnote No. 271, See Attachments (2) 2228 

Footnote No. 272, See Footnote No. 270 (above) 2221 

Footnote No. 273, See Attachment 2231 

Footnote No. 274, See Attachment 2234 

Footnote No. 275, See Attachment 2239 

Footnote No. 276, See Attachment 2256 

Footnote No. 277, See Attachment 2258 

Footnote No. 278, See Attachment 2259 

Footnote No. 279, See Attachment 2260 

Footnote No. 280, See Attachment 2261 

Footnote No. 281, See Attachment 2262 

Footnote No. 282, See Attachment 2264 

Footnote No. 283, See Attachment 2268 

Footnote No. 284, See Attachments (3) 2269 

Footnote No. 285, See Footnote No. 283 (above) 2268 

Footnote No. 286, See Attachments (3) 2284 

Footnote No. 287, See Attachment 2299 

Footnote No. 289, See Attachments (3) 2304 

Footnote No. 291, See Attachments (2) 2307 

Footnote No. 292, See Attachments (2) 2316 

Footnote No. 296, See Attachment 2336 

Footnote No. 297, See Attachments (2) 2337 
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Footnote No. 298, See Attachment 2341 

Footnote No. 299, See Attachment 2343 

Footnote Nos. 300-301, See Footnote No. 299 (above) 2343 

Footnote No. 302, See Attachment 2346 

Footnote No. 303, See Attachment 2350 

Footnote No. 304, See Attachment 2352 
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Footnote No. 306, See Attachments (2) 2355 
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Footnote No. 319, See Footnote No. 318 (above) 2382 
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I mmmmmi -■ Redacted by die Pcmaient 

Subconunittee on Inves tigations 

To: <info@equitydevd(^>«a.com> 

Sent: Mtxujsy, January 10, 2W)5 1:16 AM 

Package Summary.doc 
Subject: IBC 

Dear Sam, 

Fm ready to oidor a package. I have enclosed attachment file. If these info 
is OK then please confirm and I'll send the payment Probably PH send wire 
transfer, but on different name, therefore can you assign me a code or 
password which I Mn mention cmj wire iransfw payment and you'll know what 
order is it In wire transfw ^ould I specify name of IBC or my ex^ name? 

One more quwtion re: Bank accoimt I have chos«i Barrington bank in Atigua 
just becuase it not require opening deposit. The account balance in my 
offshore bank account will change d^ending on situation therefore it’ll be 
hard tx> maintain certain exact balance in bank account. If s possible open 
an account with Close Private Bank with initial deposit of minimum S25,000 
and then send some of these funds to brokerage account? It mean the bank 
account balance will be less thra $25,000. What is minimum balance in Close 
Private Bank account in order to continue use if s service. I would prefer 
use more secured bank. Can you give me si^estion and advice. Thank you. 


Regards, 

mil^this is my sho rt name) 

Full name: 

2 prefer snail because of limited English). 


>Frc«n: "Equity DevdopnMat Group" <info@eqmtydgvelopers.com> 
>Rep ly-To: "l^uity Development Group” <iDfb(gk»quitvdevelopers.com > 

>To: 

>Subject: Re: From EDG 
>Date:Thu.6Jan2005 17:51:53 -0600 



>AnswM« to your questions are below. Please let me know if you have any 
>oflier questions. 


>’nwnkyou. 

> 

>Sam Congdon 
>Equity Development Group 
>1-800-237-5163 
>214-237-2915 
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>Fax: 214-722-1910 
>US@Equitydevelopers,com 

> Original Message 

> 

> To: in^^^mtvdevelopers.com 

> Sent: Thursday, January 06, 2005 1:21 AM 

> Subject: RE: From EDO 


■ = Redacted by the Permanent 
Subcommittee on Investigations 


> 

> Dear Sam, 

> 

> Thank you for advice. Tm thinking to purchase a package. But before 
>this 

> have more questions: 

> 

> 1 . As I understood my IBC will be owned by trust. I want minimum 
>exposure 

> but maximum control over the IBC and Tust How can I do it? 

> 

> The safest and best way to do this is to have a trust own the company. 
>You will have complete control over the trust and company this way. 

> 

> It is safe for 

> me to ask EDG assign a protector? It's enough for me be just 
>beneficiary? 

> 

> Yes, it's safe. This is what most clients do. Howeva", we do not have 
>to assign one. If you prefer to assign your own, that's fine. Having EDG 
>assign a nominee is just an option we provide, not a requirement. 

> 

> 

> Can you explain me more detailed then in web page how things will work 
>in 

> package option (who will own what and who will open the accounts, to 
>whom 

> mail be forwarded). 

> 

> All accounts will be opened in the name of the oSshore company vrith you 
>as the signer. Mail can be sent to the offshore address, which is then 
>privately forwarded to yon at any address you specify. If you have more 
>questions about this, probably the best thing to do is to call me and we 
>can disuss. 

> 

> 2. If my country (or ay country) officials or court ask detailed 
>mfotmation 

> regarding IBC or Trust account activities in Bank or Brokerage account 

> directly from Bank or Brokerage company, will they provide such info? 
>How it 

> works in such cases? 

> 

> No, they will not provide any sort of information. The only way to get 
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>an offihore bank to give out information is to get a court order in the 
>bank's home country - which is virtually impossible to do. So your 
>mfonnation would be private. 

> 

> 3. Can you suggest me the best way to send payments to EDG and in future 
>to 

> Bank and Brokerage accounts. I don't want my name appear in wire 
>transfer, 

> or my credit card statement have such records. 

> 

> To pay EDG, the most private way is to send money orders or use an 
>onlme payment currency such as egold, picpay or neteller (we accept all of 
>these). If you wire transfer to a bank, this is safe because fee wire 
>transfer will be in fee name of fee offehore company (yora name will not 
>appear on fee wire transfer instmctions anywhere). 

> 

> 4. 1 have learned that Belize IBC's require bearer shares hold in 
>registry 

> office. I think there is denger feat in some cases registry office will 
>show 

> to officials who in owner of bearer shares. How I can be protected fiom 
>such 

> cases? 

> 

> No one in belize knows who owns bearer shares. They don't have anyone's 
>name to give out even if they wanted to. Nevis doesn't We this 
>tBquirement so if you would prefer then Nevis might be a better option for 
>you. 

> 

> 5. 1 have learned feat in 2001 Bahamas officials decided to cooperate 
>and 

> release to US INS fee names of beneficial owners of IBC's. Luckily the 
>most 

> IBC owners names were Anonymous and INS get nothing, but owners of bank 

> accounts were released to INS. In this case how it's safe for me 
>register 

> Trust in Bahamas? Maybe Nevis is more safer? Can you register Trust in 
>Nevis 

> in package? 

> 

> A trust does not have to be registered in fee Bahamas - this is why it 
>is safe. A Bahamas trust is a legal agreement (trust) that is written up 
>so feat it is under the laws of fee bahamas (in case there was ever a 
>dispute). But no one in the bahamas has fee trust deed or anyone's names. 

>We could do a nevis trust if you prefer, but this would add $1000 to fee 
>package price. 

> 

> 

> 6. There is lot of attack to offshore countries lately because of 
terrorism. 

> money laundering etc. How EDG can responce in such cases in order to 
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>protect 

> privacy of clients? Redacted by the PcTmaneTT” 

^ Subcommittee on Ijtyestigati^s _ 

> The best answers i can give you on this is: i_— — — 

>http://www.equitydevelopers.coin/rock_solid_secuiity.asp 

> 


> 7. Is package include seal of company, 

> 

> A seal is a separate item, you can purchase one from EDO for $60. 

> 

> 

> certificate of good standing (for 

> shelf companies since first year), 

> 

> yes, a certificate of good standing is included with a shelf company (it 
>is not necessary for a newly formed company). 

> 

> 

> will all documents be notarized and 

> eppostiled? 


> No. This is not generally necessary. We take care of certifying the 
>documents for opening accounts and such (if you open an account with a bank 
>we recomend). 

> 

> Sorry for many questions. 

> Rega rds, 

> 

> 

> >From: "Equity Detdlopment Group" ■ 

> >Reply-To; " ^uity Development Gr oup" < 

> >To: 

> >Subject; Froffi"! 

> >Date: Wed, 5 Jan 2005 13:05:46 -0600 

> > 

> > 

> >Deafl|^B 


>Thank you for contacting EDG. I have pasted your questions, with my 
>answers, below. Please let me know if you have any other questions 


>thatl 

> >can answer. 

> > 

> >Leamed your web page. Looking to buy package (in plarming center my 
>p mis 

> :^||||^d here you can see my requirements). My questions are: 1 . Its 

> >possib!e to have in a package shelf IBC from you list (Internet 
>Consultuncy 

> >Lunited or Internet Management Services Ltd)? 

> > 
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> >Yes, it is definitely possible to have a dielf company as part of a 

> >package. but it will be much more expensive. If you go to the shelf 

> >company page, and click on "ord^" then you will go to a new page that 
>will 

> >give you the option to make it a package. 

> > 

> >Would you give some discount on such package? 

> > 

> >A shelf CO. package is $1000 more than the cost of the shelf co. 

> > 

> >2. Why Bahamas IBC package is cheaper than Nevis IBC package? Becuase 

>of 

> >security or because of timing to set up IBC? 

> > 

> >Timmg only. The only difference is that Nevis is faster. It is a 
>”rush 

> >opfion” so to speak. 

> > 

> >3 . Im interesting in online trading and online banking. Are they will 
>be 

> >available as was in planning center questionare? 

> > 

> >Yes, both are available. We can set up accouts for o nlin e banking and 

> >tradmg. 

> > 

> >4. What is the best IBC country for total anonimity (not 
>confidentiality or 

> >privacy)? 

> > 

> > 

> >Nevis or Belize. With regards to privacy and confidentiality they are 
>the 

> >same. 

> > 

> >5.1 need a lot of assistance in future, I;m new in offshore business. 

>In 

> >your services I cant find some services others offer. Can I ask for 
>more 

> >services in future? Thank you.Regards3ric 

> > 

> >Sure, you can ask for anything that you need. What specifically are 
>you 

> >looldng for in the way of extra services? 

> > 

> >Thank you again for contacting EDO and please do not hesitate to 
>contact me 

> >with any additional questions. 

> > 

> >ThankyoiL 

> > 

> >SamCongdon 
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> >Equity Development Group 

> >1-800-237-5163 

> >214-237-2915 

> >Fax: 214-722-1910 

> >US@Equitydevelopers.com 

> 
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wMMHi = Redacted by the Pemmnent 

Subcommittee oti Investigations 

From; 

To: "Equity DevSopmenreroup" <info@equltydevelopers.com> 

Sent: Monday, January 10, 2005 12:41 PM 

Subject: Re: Shelf Companies for 2005 

Yes this company has already been sold. See below our current list of shelf companies available. 


Internet Management Services Ltd. 
Internet Consultancy Limited 
Safari Experience Limited 
Otto Debit Services Inc. 

DRAGON BAY LTD. 

SOUTAKB CORPORATION 
CAUSEWAY LTD. 

ADMIRALTY LTD. 

ABERDEEN FUTURES LTD. 
TYPHOON LTD. 

ANLORE CORPORATION 
REPULSE BAY LTD. 

GLOUCESTER LTD. 

GLOBAL HHGHTS LTD. 

PENINSUIA LTD. 

CORAL SANDS LMTED 
SkyBlue Corporation 
RED ORCHID LIMITED 
KOWLOON LTD. 

HAPPY GARDEN LTD. 

NDV ADVENTURES IIMITED 
LANDMARK LTD. 

PRINCESS LMITED 


(08/06/01) 

(08/06/01) 

(04/02/03) 

(04/06/04) 

(01/01/05) 

(01/01/05) 

(Ol/Ol/OS) 

(Ol/Ol/OS) 

(01/01/05) 

(01/01/05) 

(01/01/05) 

(01/01/05) 

(Ol/Ol/OS) 

(01/01/05) 

(Ol/Ol/OS) 

(01/01/05) 

(01/01/05) 

(01/01/05) 

(01/01/05) 

(01/01/05) 

(01/01/05) 

(01/01/05) 

(01/01/05) 


— Original Message — 
Fro^&^ ^^veloDment Groun 

Sent; Monday, January 10, 2005 10:09 AM 
Subject: Re: Shelf Companies for 2005 



can you confirm that you have sold: MJOLNIR Trading Company Inc. 
Thank you. 


Sam Congdon 

Equity Development Group 

1-800-237-5163 

214-237-2915 

Fax: 214-722-1910 

1 JS@Equitvdevelopers.com 

1 Permanent Subcomlnittee op iDvestigstiops I EDG-EML 388 
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— Oraina^essage — 

To: Undisclosed-Recipient:: 

Sent; Thursday, December 30, 2004 4:08 PM 
Subject: Shelf Companies for 2005 

Dear Sir/Madam: 

Please find below our list of 200S shelf companies for your reference. Note that all these 
companies vsill be available from the 1st January, 2005. 

DRAGON BAY LTD. 

BLUE SEA VENTURES LTD, 

STAR VENTURES LTD. 

SOLITAIRE CORPORATION 
CAUSEWAY LTD. 

ARLON LTD. 

HORtZON CAPITAL IMTED 
OPTIMUM GROUP LTD. 

GOLDEN ORCHID LTD. 

ADMIRALTY LTD. 

ABERTDDEN FUTURES LTD. 

VICTORIA PEAK LTD. 

TYPHOON LTD. 

ANLORE CORPORATION 
REPULSE BAY LTD. 

GLOUCESTER LTD. 

GLOBAL HHGirrS LTD. 

PENINSULA LTD. 

OMNIMAX LTD. 

CORAL SANDS LIMITED 
HARBOUR VENTURES LTD. 

SkyBlue Corporation 
RED ORCHID LIMITED 
GLOBAL EXPORTS LTD. 

KOWLOON LTD. 

HAPPY GARDEN LTD. 

NEW ADVENTURES LIMITED 
LANDMARK LTD. 

INTERNATIONAL REAL ESTATE LTD. 

PRINCESS LIMITED 

Note that only four shelf companies are available prior to 2005 and they are as foBows: 

2001 

Internet Management Services Ltd. 

Internet Consultancy Limited 

2003 

Safari Experience Limited 

2004 

Otto Debit Services Inc. 

EBG-EML389 
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If you should have any questions, please do not hesitate to contact me. 

HAPPY NEW YEAR!!!! 

= Redacted by the Permanent 

Kind Regards Subcommittee on Investigations 



ALPHA SERVICES LIMITED 
99 Albert Street 
Belize City, Belize CA 
Tel# 501-227-1847 
Fax# 501-227-5 278 

Web: www.alphaservicesltd.com 

•Associated with the Law Firm of Barrow and Williams 
•Member of Belize Offshore Practitioners Association (BOP A) 

•Licensed International Financial Services Provider since 1990 
•Member of Belize Chamber of Commerce & Industry 
•Member of Asia Pacific Offshore Institute 

CONFIDENTIALITY NOTE: 

The information in this email message is legally privileged and contains confidential information 
intended only for the use of the individual or entity named above. If the reader of this message is not 
the intended recipient, you are hereby notified that any dissemination, distribution, or copy of this 
email message is strictly prohibited. If you have received this email message in error, please notify 
us by email immediately. 
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ISLAND OF NEVIS 

OFFICE OF THE REGKTRAR OF COMPANIES 


CERTIFICATE OF INCOSPOSATION 


I HEREBY CERTIFY that v . 

RSCINC. 

is duly incorporated and haa filed articles of incorporation under the ^visions of 
the Nevis Business Corporation Ordinance 1984} as amended, on 


7th July, 2004 


Given under my Hand &. Sea] at Charlestown 
This 7th day at July, 2004 /~\ 
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ARTICLES OF INCORPORATION 


OF 


RSC Inc. 


PCRSUANT TO THE NEVIS BUSINESS COKPORATION ORDINANCE 1984 
ASAMENDED 
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NEVIS BUSINESS CORPORAHON ORDINANCE 1984 


ARUCLES OF INCORPORATION 

For the puipo^ of fonnktg a coippratioii pursuant to the Nevis Busmess Corporation. . 
ordinwce 1984, the undersigned does l^ieby make/subscribe/acknowloige and hie in the ' 
office of the Registrar of Companies this instrument fisr this purpose, as foUo^ro: 

L The name ofthe corporation shall be 


RSGInc. 

2; The registered address of the ooiporation shall be Suite 4 Temlile 
Biuiding, Main & Prince W illiam Streets, Chariestown, Nevis. The 
corporation’s registered agent at this address shall be IPG Trust Services 
Inc. 


3. The aggregate number of shares that the corporation is authorized to issue, 

is One Hundred Thousand (100,000) registraed and/or bearer shares, with 
par value of 1 US dollar each. 

The holder of a stock certificate Issued in the haine of the owner may 
cause such certificate to be exchanged for another certificate to bearer for 
a like number of shares, and the holder of a certificate issued to bearer 
may cause such certificate to be exchanged for aiiother certificate in hiS 
name for a like number of shares. 


4. The corporation shall have as its principm purpose the tight to engage in 
any lawftU act of activity for which corporations may now or hereafier be 
organized under the Nevis Business Corporation Ordinance 1984 

5. The Corporation shall have every power wiiich a Corporation now or 
hereafier organized under the Nevis Busmess Corporation Ordinance 1984 
may have. 
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The liaine and address of each incorporator 
and subscriber of these Artielss is 


NAME ADDRESS NUMBER OF SHARES 

SUBSCRfflED 

IFG Trust Services Inc Suite 4 Temple Building One ; 

Main & Prince W illiam Streets 
Charlestown, Nevis 


IN WITNESS WHEREOF, I have executed this instrument on this 7th day of July 2004, 
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DESIGNATION AND ACCEPTANCE OF REGISTERED AGENT 


WHEREAS; Under the pravisioBs of Section 17 (1), of &e Neris Bnsiness 
Corporation Ordinance 1984, as amended, corporations formed under that 
Ordinance are required to designate a Registered Agent, and failure to mainta i n a 
Restored Agent shall result in the involuntary dissolution of the corporation under 
Section 99(1); 

WHEREAS: IFG Trust Services Inc. is duly licensed by the Island of Nevis 
Government to act as Registered Agent and meets the requirements of Section 17(1) 
of the Nevis Bnsiness Corporation Ordinance 1984; and 

WHEREAS: RSC Inc . 

in order to comply with the provisions of the Ordinance, has designated IFG Trust 
Services Inc. its Registered Agent; 

THEREFORE: IFG Trust Services Inc. hereby accepts designation as Rostered 
Agent for the above named corporation as of die date set fordi below 



Director, IFG Trust Services Inc. 
July 7, 2004 
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CERTIFICATE OF NOTARY PBBLie 


Island of Nevis July 7, 2004 

Town of Chariestown 

On this date before me personally came Daniel MacMuUin know to me to be 
the individual described in and \^o executed the foregoing Articles of 
Incorporation of 

RSCInc. 

In accordance with the provisions: of Section 4 of the Nevis Business 
Corporation or dinan ce 1984 and he duly acknowledged to me that , the 
execution thereof was his act and deed, and I do now set my hand and seal in 
witness of these acts in accordance with the provision of the sanae Section of 
the Ordinance. . . » . 




Notary Public 
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Conpanies Regulation 

Fonn26 

COMPANIES ORDINANCE OF NEVIS 
REQUEST FOR NAME SEARCH AND NAME RESERVATION 

1. Name, address and telephone number of person making request: 

IFG Trust Services Inc. Suite 4 Temple Building, Main & Prince William Streets, 
Chariestowiij Nevis 

Telephone No. 869 469 7040 

2. Proposed name or names in Older of preference: 

(a) RSC Inc. . ’ 

(b) - ■ ■ 

3. Main types of business the Company carries on or proposes to cany on 

(a) O€^ore Hold^ Ctenpany 

4. Derivation of Names 

5. First available name to be reserved Yes ...V...... No 

6. Name is for 



7. If for a change of name, state present name of Company 

NA 

8. If R>r amalgamation, state names of amalgamating Companies 
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RSC Inc, 


NOTICE IS HEREBY GIVEN that Ae first meeting of Ae Incorporator and liw Boarf of 
DirectCH^ of Ae above Com|»ny, inccnporated under the provisions of Ae Nevis Bastoesa 
CorooratinM Ordinance ** amended of Ae Laws of Nevis, will be held at Suite 4, 
Ten^le Building, Prince Winiam and Main Street, Charlestown, Federation of St Kitts & Nevis 
on Thursd^Ae 8* day of July, 2004. 


AGENDA 

1. To ttopoint a Chair of Ae meeting. 

2. To recei^^ a report on Ae incorporation of Ae Company. 

3. To appoint Director of Ae Company 

4. To appotot officers of Ae Company 

5. To detrnmine Ae location of Ae Registered Office of Ae Company. 

6. To approve and adopt a Arm of share certificato and corporate records. 

7. To adopt bye-iaws of Ae Company 

8. To state busmess of Ae Company 

9. Subscriber's share 

10. To Issue Share Certificate 

1 1. Any oAer business. 


Dated July 8, 2004 
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TOnoit 3 


RSC Inc. 

RDNlrraS of flie firet Meeting of liie Incorporator and the Board of 
Cmnpai^, incorporated under the provisions of die Nevis Biainesa C 
IWM. M jmeaded of the Laws of Nevis, held at Suite 4. Temple Build 
Main Street, Charlestown, Federation of St KHts & Nevis on Thursday 
2004. 


PSESENT: 

Caro! Ann Engli^ 
Samuel Congdon 
IFG Trust Services Inc. 


CHAIRMAN: 


It was resolved that Ms Carol Ann English be appointed Chairman of the meeting, and 
he duly took the chair. 

REPORT ON THE INCORPORATION! 

The Chairman reported that die Company had been incorporated on T** day of Inly 
2004. Copies of the CertiBcate of ^corporation and Articles of Incorporation were 
reviewed. 

APPOINTMENT OF DIRECTORS 

The Incorporator, IFG Trust Services Inc. appoints Samuel Congdon as Director of die 
company. This office will be held from die date of appointment until such time as 
removed by resolution or Law. 

Samuel Congdon acknowledge and accepted the appointment 

APPOINTMENT OF FIRST OFFICERS OF THE COMPANY 

It was resolved drat the fbltowing be appointed as the fiist officers of die Company; 

Samnel Congdon - President 

Samnel Congdon - Secretary 

REGISTERED OFFICE 

It was resolved diat the Registered Office of the Company be confirmed as situated at 
Suite 4, Temple Building, Main & Prince William Street Charlestown, Nevis, West 
Indies. 

The Chairman rqxnted that Notice of these offices being die Rostered Agent for the 
Company has been filed with Nevis Financial Services. 
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FORM OF SHAKE CERTIFICATE AND RECORDS 

tt was resolved diat ti»e R>rm of certificate for shares in tire Company which is annexed 
hereto as y^ipendix “A” be and is hereby approved and adopted. 

It was resolved that the certificates in the Company be signed on behalf of the Company 
by tile Director with die Seermary 

BTE-IAWS 

It was resolved fliat the By-laws aimexed as Appendix “B** and signed by the Director be 
and are hereby approved and adopted. 

BUSINESS OF THE COMFANY: 

It was resolved that the company commences business as an Investment Holdings and 
Trarfing Company. 

SUBSCRIBER SHARE 

It was resolved that the subscribers share held i^ IFG Trust Services Inc. be transferred 
to Samoei Congdon. 

ISSUANCE OF SHARE CERTIFICATE 

It was resolved fliat Share Certificate #001 be issued in flie name Samuel Congdon.. 

OTHER BUSINESS 

It was resolved that there being no further business the meeting be adjourned. 

Signed by the Chairman as a true record this 8* day of July 2004. 
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TRANSFER OF SUBSCRIBERS RIGHTS 


For Value received, IFO Trust Services Inc. a Nevis Corporation with business office at 
Suite 4, Tanple Building, Prince W illiam and Main Streets, Cbartestown, Fedoation of 
St Kitts Nevis, have sold, transfared and assigned, and by these presents do haeby sell 
fr angf pT anfi assign unto Samud Congdon of 6060 N Central Expressway, Suite 560, 
Dallas, TX 75206, USA rights and interest vested as subscribers to One Share each of 

US$1.00 of the common stock of RSC Inc. a corporation organized under the Nevis 

Corporation Ordinance 1984, as amended, Reg. No.C25585 


Dated Thursd^ 8* day of July, 2004. 



Witness to Transferor’s signature 
Kellee France 



Accepteri^ Transfers 
Samuel Congdon 
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APPENDIX B 


By-laws 

of 


RSC Inc. 

a Corporation Formed Under the 
Kevis Business Cotporadon Ordinance 1984, 
As amended (dbe “Ordinance”) 
as Adopted on 


July 8, 2004 


ARTICLE 1 
OFFICES 

The roistered ofSce of die Corporation shall be located at Charlestown, Nevis. 

The Corporation may have such office or offices at such other places outside of Nevis as 
the Board of Directors may designate or the business of the Corporation may require 
&om time to time 


ARTICLE n 
SHAREHOLDERS 

Part 1. Annual Meeting: The annual meeting of die shareholders dial! be held 
on a date and time to be determined by the Board of Directors at the registered office of 
the Corpmation listed in Article I berwf or at such others time, on such other d^ or at 
such other place as the Board of Directors may fix for die purpose of electing Directors 
and of transacting such other buaness as may properly come before the meeting. 

Part 2. Snedal Meetings; Special meetings of shareholders may be called for 
any purpose or purposes unless otherwise prescribed by statue at any time by the 
Prudent or Managing Director. Special meetings of the shareholders must be called (a) 
by any officer ndien ordered by the Board of Directors or (b) by the President, Managing 
Director, Secretary or Assistant Secretary whenever requested in writing to do so by 


EDG-HD 037 



1766 


shareholdeis owning at least one-tenth of all the outstanding shares of the Coiporadon 
entitled to vote at such meeting. If call pursuant to subsection (b) above, the request shall 
state the purpose or purposes of the proposed special meedng and the officer calling die 
meeting shall schedtile the meeth^ wit^ the time specified in the Ordinance. Special 
meetings shall be held at such place and on such date and time as may be designated in 
the notice thereof by the officer of die Corporation calling any such meeting. If no place 
is so deagnated, it shall be at die registered office of the Corporation listed in Article I 
hereof. The business transacted at any special meeting shall be limited to the purposes 
stated in the notice and any matters incidental thereto. 

Part s. Notice of Meeting to Shareholders of Record; Notice in writing of 
every annual and special meeting of shareholders, odier than any meeting the giving of 
notice of vihich is otherwise prescribed by law, shall state the date, houx and place 
thereof and in the case of special meetings, the name of the person or persons at whose 
direction the notice is bang issued and the purpose of the meeting. SiKh notice shall be 
in writing and given personally or sent by rriail, telegraph, cablegram, telex, teleprinter or 
other written transmission at least fifteen but not more dian sixty days before the date of 
die meeting, to each shareholder of record entitled to vote at such meeting and to each 
shareholder of record who, by reason of any action proposed at such meeting would be 
entitled to have his shares rppraised if such action were taken. If mailed, notice shall be 
deemed to have been delivered when deposited in the mail, postage prepaid and directed 
to die shareholder at his address as it ippears on the record of shareholders of the 
Corporation or at such other address i^ch the shareholder has notified to the Secretary. 
Notice of a meeting need not be given to any shareholder who submits a signed waiver of 
notice, whether before or after meeting, or who attends the meeting without protesting 
prior to die conclusion thereof the lack of notice to him. 

Part 4. Notice of Shareholders* Meetings and other Actions to Holders of 
Bearer Shares: Written notices of shareholders’ meetings and notices of other actions 
diall be given to holders of bearer shares in one of the following manners: (a) by delivery 
or by mail to any bearer shareholder whose address or whereabouts is known to the 
Corporation, or (b) to any bearer ^lareholder, in person, who displays or produces the 
share certificate to an audiotized representative of the corporation, or (c) to any bank, 
brokerage firm or other financial institution which is known by the Corporation to be a 
custodian of bearer certificates or, if notice carmot be given in the maimer provided under 
(a), (b) or (c), then by publication in a newspaper of wide circulation in the country of 
presumed residence of bearer shareholders. If mailed, notice shall be deemed to have 
been delivered when deposited in the mail, postage prepaid and addressed to the 
shareholder in accordance with the provisions of this Part 4. Notice of a meeting need 
not be given to any shareholder who submits a signed waiver of notice, v^ether before or 
after the meeting, or who attends the meeting without protesting prior to the conclusion 
thereof tiie lack of notice to him. 

Part 5. Onnmni: Unless otherwise provided by the Ordinance, at any meeting of 
shareholders a ntajority of the shares raititl^ to vote, represented in person or by proxy, 
shall constitute a quorum. If a quorum is not present, a mqority of foose shares present. 
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in person or by proxy, shall have power to adjourn any meeting until a quorum shall be 
present When a quorum is once presera to organize a meeting, it is not broken by the 
subsequent withdrawal of any shareholders and any such withdrawing shareholders shall 
be couiaed in determining the number of shares represented at such meeting. 

Part 6. Vo&g: Provi(hng a quorum is preseta, and unless otherwise etqiressly 
provided by die Ordinance, die afBrmadve vote of a mqority of the shares of stock 
represented at the meeting shall be d» act of the shareholders. At any meeting of 
shareholders each diateholder endded to vote any share diiares on any matter to be Voted 
upon at such meeting shall be endded to one vote on such matter for each share, and may 
exercise this vodi^ right eilh« in person or by proxy. Any action permitted or required 
to be taken at a meeting may be taken without such meeting provided a consent in 
writing, setting forth the action so taken, is signed by all of the shareholders entided to 
vote with reflect to the subject matter thereof. 

Part 7. FMag of Record Date: For the purpose of determining the shardiolders 
entided to notice of or to vote at any meeting of sh^holders or adjournment thereof, or 
shai^olders entided to receive payment of any dividend, or for any other proper purpose, 
the Board of Directors may fix a time (the “R^rd Date”). The Ri^td Date shall be not 
mote than sixty nor less dian fifteen days prior to (a) the date of any meeting of 
diareholders, or (b) the last day on vdiidt the consent or dissent of shareholders may be 
expressed for any purpose without a meeting. The Record Date diall be the time as of 
which diaieholders entitled to notice of and to vote at such a meeting (or whose consent 
or dissent is required or may be expressed) shall be determined, and all persons who were 
holders of record of voting shares at the Record Date shall be entitled to notice of and to 
vote at such meeting (or to express their consent or dissent, as the case may be). The 
Board of Directors may fix a time not exceeding sixty days preceding tiie date fixed for 
the payment of any dividend, the making of any distribution, the allotment of any rights 
or he takings of any other action, as a ReTOrd Date for he determination of he 
shareholders entitled to receive any such dividend, distribution, or allotment or for he 
purpose of such oher action. 

Parts. Proof of Bearer SharehnMer’s Status in General and at Shareholders* 
Meetings: A holder of bearer shares shall establish his status as shareholder for any 
purpose, including attendance and voting at shateholders’ meetings but not including 
payment of dividends, in one of he following maimets: (a) by presenting or producing 
he share certificate or (b) by depositing the share certificate in a bank, brokerage firm or 
other financial institution, as shall be specified in a notice to bearer shareholders, and 
producing an instrument to that effect executed by an officer of such institution or (c) in 
such oher maimer stated in a notice to bearer shareholders which shall adequately 
establish he status of bearer shareholders to he satisfoction of he auhorized officers of 
the Corporation. For payment of dividends, a bearer shareholder shall establish his status 
in he manner set forth in Article Vn, Part 2 of hese bylaws. 

Part 9. Proxy of Shareholders; A shareholder may act by proxy in accordance 
wih Section 65 of he Ordinance or any successor hereto. 
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ARTICXESm 

DIRECTORS 

Part 1 . Number and Onalificatioiis; The business affiiirs of the Corporation and 
all corporate powers shall be managed by a Board of Wrectors consisting of such number 
of Directors as are determined by a resolution of the shareholders or a resolution of the 
Board of Directors. The numb« of Directors may be chatted fiom time to time by a 
resolution of the shareholders or a resoludon of the Board of Directors; provided, 
however, that die entire Board shall consist of not less than three Directors unless all 
shares of die Cmpbradon ate held by fewer than diiee shardiolders, in which case the 
number of DirectX may not be fewer than the number of shareholders. Directors may 
be natural persons, or corporations, of any nationality and need not be residmts of Nevis 
or shareholders of the Corporadon. 

Part 2. Alternate Directors; At any annual shareholders’ meeting, the 
shareholders may elect a person or persons to act as Directors in the alternative to 
deaghated persons elected as Directors of the Corporation (hereinafter referred to as 
“Ahemate Directot’O ot may authorize the Directors for the time being in office to 
qjpoint such Alternate Direct and any person so tfipointed shall have all the rights and 
powers of the Director for whom he is appointed in fee alternate, save that he shall not be 
endded to attend and vote at any meedng of fee Directors otherwise than in the absence 
of sudi Director. Where an Alternate Director has been ^pointed for any Director, such 
Director shall prompdy notify such Alternate Director of the time and place of any 
meeting which such EHrector will not attend. Unless otherwise provided in die resoludon 
^^inting each Alternate Director, where an Alternate Director and a proxy for fee same 
Director are both actively assuming rights of such Director, fee status of proxy shall be 
superior. 

Part 3. Election of Directors: Except as otherwise provided in fee Ordinance or 
in these bylaws, fee Directors (other than fee first Board of Directors if named in fee 
Articles if Incorporation or ^ipointed by the incorporators) shall be elected at each 
annual meeting of shareholders. Each Director and Alternate Director, if any, shall be 
elected to serve until fee next armual meeting of shareholders and until his successor shall 
have been duly elected and qualified except in the event of his death, resignation, 
removal or fee earlier termination of his term of office. 

Part 4. Removal; Any one of all of the Directors and Alternate Directors, if any, 
mtor be removed wife or wifeout cause by a vote of fee shareholders. Any Directors or 
Alternate Directors may be removed for cause by action of the Board. 

Part 5. Vacancies; All vacancies occurring by death, resignation, creation of ttew 
directorships, feilute of the shareholders to elect fee whole Board at any annual election 
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of Directors or for any other reason, except removal wiiliout cause, may be filled either 
by fire vote of a majority of the remaining Directors, although less fim a quorum, at any 
regular meeting of the Board or a special meeting called for that purpose, or by vote of 
the shareholders. Vacattcies occurring by removal of Directors or Alternate Directors 
without cause may be filled only by vote of tire shareholders. 

Part 6. Regular Meetings : Regular meetings of the Board of Directors may be 
held without notice if the time and place thereof are designated by resolution of the Board 
in advance of such meetings and if any Directors and Alternate Directors, if any, not 
present when such resolution is passed are given notice of the tesoiutiotL Any proper 
business may be transacted at any regular meeting. 

Part 7. Special Meetings : Special meetings of the Board of Directors may be 
called fiom time to time by the Pr^ident or the Managing Director, or by any other 
officer of the Corporation who is also a Director. In addition, the President or tire 
Managing Director or the Secretary shall promptly call a special meeting of the Board 
iqxm written request directed to any of them by any two Directors, which request must 
state the purpose of such special meeting. Special meetings of the Board shall be held on 
such date, at such time and place and for such purpose as may be designated in the notice 
thereof by the officer calling the meeting pursuant to tins Part 

Part 8. Notice of Special Meetings; Notice in writing of the date, time and place 
of any q)ecial meeting of tiie Board of Directors shall be given to each Director at least 
forty-eight hours prior to such meeting, unless the notice is delivered in person, in which 
case it shall be given at least twenty-four hours prior to such meeting. For tire purpose of 
this section, notice shall be deemed to be duly given to a Director if given to him 
personally or if such notice be delivered to such Director by mail, telegraph, cablegram, 
telex, teleprompter or other written communication to his last known address. Notice of a 
meeting need not be given to any Director who submits a signed waiver before or after 
the meeting, or vdio attends the meeting without protesting, prior to the conclusion 
thereof, the lack of notice to him. 

Part 9. Onornm: A quorum for transaction of business shall consist of a majority 
of tire entire Board of Directors, present in person or by Alternate Director or proxy or 
conference telephone or video. 

Part 10. Votine: The vote of the majority of the Directors, present in person or 
by Alternate Director or proxy or conference telephone or video, at a meeting at which 
quorum is present shall be the act of the Directors. Any action required or permitted to 
be taken at a meeting may be taken without a meeting if all Directors or their proxies 
consent thereto in writing. Alternate Directors may not act as Directors for tire purpose 
of taking action without a meeting unless they also have a written proxy fiom tire 
Director for whom they are acting. 
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Part 11. Comoeiigatioii of Pirectors and Members of f^nmmi ttees; From 
time to time the Board mty, in its discretion fibc the amounts \i4uch diall be payable to its 
members, to Alternate Directors and to members of any committee, for attendance at the 
meetings of the Board, or of such committee, and for services rendered to the 
Coiporation. 

Part 12. Proxy or Directon Any Director or Alternate Director may appcnnt a 
proxy by an instrument in writir^ to act in his behalf for the purpose of exercising his 
powers and duties. 


ARTICLE IV 
COMMITTEES 

Part 1. Exeentive Committee and Other Committees: The Board of Directors 
may, by resolution passed a majority of the entire Board, appoint firom among its 
members an executive committee, v^ch shall have, to the extent provided in said 
resolution or resolutions and permitted by law, tiie powers of the Board of Directors in 
the management of the business and af&irs of the Corporation and may have the power to 
authorize one of its members or any corporate ofScer or agent to a£5x the seal to any 
corporate documents or instruments. In addition, tiie Board of Directors may, by 
resolution passed by a majority of the entire Board, appoint from among its members 
other committees, each of uhich shall perform such fimctions and have such authority 
and powers as shall be delegated to it by said resolution or resolutions, except that only 
the executive conunittee may have and exercise the powers of the Boards of Directors. 
Members of the executive co mmit tee and any other comnuttee shall hold ofSce for such 
period ad may be prescribed by the vote of a majority of the entire Board of Directors. 
Committees may adopt their own rules of proc^ure and may meet at predetermined 
times or on such notice as they may from time to time determine. Each committee shall 
keep a record of its proceedings and report the same to the Board vrfren required. 
Alternate Directors may not be sqipointed to such committees, but may act for the 
Director ft>r whom tiiey are an alternate in exercising the powers and duties of such 
Director if such Director is not available in person or by proxy and if such Alternate 
Director is not specifically prohibited fiom so acting by a properly adopted resolution of 
the Board of Directors of the shareholders. 
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ARTICMSV 

OFFICERS 

Part 1. Election and Removal: The Board of Directors shall elect as ofBcers (a) 
a President, Secretary and Treasurer, or (b) a Managing Director and Secretary, and (c) 
such other ofBcers as it may deem desirable or necessary to cany on the busness of the 
CorporadotL OfBcers may be of any nationality and may be, but are irot requited to be, 
citizens or residents of Nevis. The Managing Director is required to be a Director. Any 
other ofBcers may be, but are not required to be. Directors. All ofBcers must be natural 
persons except tiffi Secretary, which irtay be a corporation. Any two or more ofBcers may 
be held by tire same person. 


The OfBcers shall be elected annually by the Board of Directors at its first meeting 
following the annual election of Directors or as soon thereafier as possible. The salaries 
of officers, if any, and any other compensation paid to them shall be fixed from time to 
time by tiie Boafo of Directors. Each officer shall hold office until the first meeting of 
the Board of Directors following the next anmml election of Directors and until his 
successor shall have been duly elected and qualified, except in the recent of the earlier 
termination of his term of office through det^ resignation, removal or otiierwise. Any 
officer may be removed by the Board at any time with or witiiout cause and witiiout 
notice or hearir^ Any vacancy in an office or any newdy created office may be filled or 
the next unexpired portion of the term of such office 1^ the Board of Directors at any 
tegular or qrecial meeting. 

Part 2. President or Managing IMreetnr : The President or Managing Director 
diall be the chief executive officer of the Corporation, and shall be responsible for the 
general management of the af&irs of the Corporation and shall have the powers and 
duties usually incident to such office, except as specifically limited by e^rpropriate 
resolution of the Board of Directors. He shall also have such otiier powers and perform 
such other duties as may be assigned to him by the Board of Directors. He shall preside 
at all meetings of shareholders at which he is present and, if he is a Director, at all 
meetings of the Directors. 

Part 3. Treasnren The Managing Director or, if there shall be no Managing 
Director, the treasurer shall be responsible for the care and custody of the funds, 
securities, and other valuable effects of the Corporation and shall cause the same to be 
deposited in the name of the Corporation in such depositories as the Board of Directors 
may designate. He shall disburse the funds of the Corporation as may be ordered by the 
Board of Directors, shall have supervision over the accounts and all receipts and 
di^ursements of the Corporation, shall render or cause to be rendered financial 
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statements of the Cotporation whenever required the board, shall have the powers and 
perform the duties usually incident to the ofBce of Treasurer, and diall have such ottter 
powers an perform such other duties as may be asagned to him by the Board of 
Directors. 

Part 4. Secretary; The Secretary shall act as Secretary of all meetings of the 
shareholders and, if he is a Director, at all meetings of the Board of Directors at rahich he 
is present and shall record die minutes of all proceedings in a book kept for diat purpose. 
He shall be the custodian of the corporate records and the corporate seal and shall have 
all powers and duties usually incident to the ofSce of die Secretary and arch odm 
powers and dudes as m^ be assigned to him by the Board of Directors. If the Secretary 
is a Corparadon, the dudes of the Secretary may be carried out by any duly authorized 
representative of such corporadoiL 

Part S. Oflier OfBcers; Officers other than those treated in Sections 2 through 4 
of this Article shall exercise such powers and perform such duties as may be assigned to 
them by the Board of Directors. 

Part 6. Bond : The Board of Directors shall have power, to the extent pennitted 
by law to require any officer, agent or employee of the Corporation to give bond for the 
Mthful disclurrge of his duties in such form widi such surety or sureties as the Board 
of Directors may deem advisable. 


ARTICLEVl 
SHARE CERTIFICATE 

Part 1. Form and Issuance : The shares of the Corporation shall be represented 
by certificates issued in numerical order and meeting tile requirements of the Ordinance 
and the Articles of Incorporation and approved by tiie Board of Directors. Certificates 
shall be signed by (a) the President, Managing Director, or a Vice-I^esident, and (b) by 
the Secretary, an Assistant Secretary, the Treasurer or an Assistant Tredsuter. These 
signatures may be &csimiles if the certificate is countersigned by a transfer agent or 
re^stered by a re^strar otiier than the Cotporation itself or its employee. 

Part 2. Transfer; The Board of Directors shall have power and autboriQr to make 
such rules and regulations not inconsistent vnth tiie Articles of Incorporation or the 
Ordinance as they may deem expedient concerning the issuance, registration and transfer 
of certificates representing shares of the Corporation’s stock, and may appoint transfer 
agents and registrars tiieteof. 

Parts. Loss of Stock Certificates: The Board of Directors may direct a new 
cmtificate of stocks to be issued in place of any certificate theretofore issued by the 
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Corpcyration which is alleged to have been lost or destroyed, upon the submission of an 
affidavit to that effect by the person claiming owneiship of the lost or destroyed 
certificate. When authorizing such issuance of a new certificate, the Board of Etirectors 
may, in its discretion and as a condition precedent to the issuance thereof require the 
owner of sndi lost or destroyed certificate to give the Goipoiation a bond in such form 
and for such sum as the Board may direct to indemnify the Corporation against any claim 
that may be marie against tiie Corporation with respect to the certificate alleged to have 
been lost or destroyed 


ARTICLE Vn 
DIVIDENDS 

Part 1. Declaration and Form: Dividends may be declared in conformity wth 
law by, and at the discretion of the Board of Directors at any regular or special meeting. 
Dividends may be declared and paid in cash, stock or other property of tire Corporation. 

Part 2. Payment of Dividends to Holders of Bearers Shares; Dividends shall 
be paid to holders of bearer shares in one of the following manners: (a) by milk to any 
bearer shareholder whose address is known to the Corporation, or (b) in person to any 
bearer shareholder who displays or produces the share certificate to an authorized 
representative of the Corporation, or (c) to any bank brokerage fi rm or other financial 
institution vdiich is known by the Corporation to be a Custo<fian of bearer certificates, or 
(d) to any person surrendering to the Corporation bearer cotqrons, if any, attached to the 
bearer share certificates, or (e) in any other maruer satisfectoty to the authorized officers 
of the Corporation r^ch shall adequately assure payment of the dividends to bearer 
shareholder including but not limited to the establishment of escrow accounts for 
dividends payable to bearer shareholders whose addresses are unknown. 


ARTICLE Vm 
CORPORATE SEAL 

Part 1 . The Seal of the Corporation, if any, shall bear the name of the Corporation 
and such other ^propriate legend as the Board of Directors may fiom time to time 
determine. The corporate seal may be affixed by any officer or agent of the Corporation 
who is properly autoorized by the Board of Directors to do so, including any properly 
authorized member of a co mmi ttee formed under Article IV, part 1 of these bylaws. 
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ARTICLEK 
FISCAL YEAR 

Part 1. The fiscal year of the Corporation shall be such penod of twelve 
consecutive months as the Bo^ of Directors may by resolution designate. 


ARTICLE X 

AMENDMENTS TO BYE-LAWS 


Part 1. By the Shareholders; These bye-laws may be amended, added to, altered 
or repealed or new bye-laws may be adopted, at any meeting or shareholders of die 
Corporation at which a quorum is present by the affirmative vote of the holders of a 
majority of the shares represented at such meetings; provided, however, fiiat notice that 
an amendment is to be considered and acted iq>on is inserted in the notice or waiver of 
notice of said meeting. 

Part 2. Bv the Directora; If the Articles of Incorporation or bye-law adopted by 
die shareholders so provide, these bye-laws may be amended, added to, altered or 
repealed, or new bye-^ws may be adopted, at any regular or special meeting of the Board 
of Directors by the affirmative vote of a majority of the entire Board, subject, however, to 
die power of die shareholders to alter, amend or repeal any such bye-law. 


ARTICLE XI 
INDEMNmCATION 

The Corporation shall indemnify any person serving as a Director or officer of the 
Corporation to die full extent permitted or required in Section 56(1), (20 or (3) of the 
Ordinance or any successor to such Section. 
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RESOLUTIONS OF THE BOARD OF DIRECTORS 
OF 

RSC Inc. 

(Hereafter referred to as “The Company”) 

A Nevis International Business Company 

I, the undersigned, being all of the Directors of The Company, having met and 
discussed the business herein set forth, have unammously 

RESOLVED that Samuel Congdon resign his position as Director and further 
resign any and all offices or positions within The Company (including but not limited to 
President, Treasurer, Secretary, etc.). 

It is further RESOLVED that the share certificate(s) in the name of Samuel 
Congdon be dissolved and destroyed and that a new share certificate be issued in Bearer 
Share form such that the bearer (possessor) of die share certificate becomes its lawfiil 
own®. 

It is fiiith® RESOLVED that Albert Davis be and is hereby duly appointed as the 
Director of The Company. 

It is fuith® RESOLVED that share certificates in The Company may henceforth 
be signed on behalf of The Company by only the Director of The Company. 

Hiere being no fiirthw business, the Meeting then terminated. 

DATED this 14th day of July, 2004. 



Samuel Congdon - Director 
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mmmmmm = Redacted by the Permanent 

Subcommittee on Investigations 


From: 

To: 

Sent: 

Subject: 


"Equity Development Gfoup" <info@equitydevelopers.com> 


•mursday. May 12. 2005 11:35 AM 
From EDG 


Thank you for contacting EDG. I have pasted your questions, with my answers, below. Please let me 
know if you have any other questions that I can answer. 

My father (who is incarcerated) deeded his property all assets over to me. I have liquidated what I 
could and want to put the money where law suits family members cant attach them. Is Offshore 
personal account what I should do? There will most likely be civil suits if my father is convicted, 
however he is 83 yrs old and probably will not live long raough to the end. 

An offehore structure will keep y<xir assets safe from lawsuit Issues. You are correct. However, given your 
situation, you might want to speak with your attorney and advise him that you are taking some steps to protect 
your assete (you don’t have to mention the word "offshore") and make sure that at this stage of the game you 
aren’t doing anything tiiat could csuse you problems. But like I said, having an offshore structure In place such 
as EDG’s Complete d^hore Package www.eQultvdeveioDers.com/ordef will protect your from lawsuits and from 
relatives being able to take ycHjr property and funds away. 

Thank you again for contacting EDG and please do not hesitate to contact me with any additional 
questions. 

Thank you. 


Sam Congdon 

Equity Development Group 

1-800-237-5163 

214-237-2915 

Fax: 214-722-1910 


I Peonaneat Subcommittee on Invesrigations 
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From: 

To: 

Sent 

Subject 


Friday, July 08, 2005 3:30 PM 
From EDG 


= Redacted by the Permanent 
Subcommittee on Investigations 



Thank you for contacting EDG. I have pasted your questions, with my answ^. below. Please let me 
know if you have any other questions that I can answer. 

Dear EDG Representative,! am a physician in the US and have an IBC in the British Virgin Islands 
(incorporate in 3/04). However, I do not have any banking or investment accounts opened in the IBC. 

Tm looking to open a safe none-US (foreign) account in the name of my IBC to protect my assets from 
aggressive American lawyers aid othera. The bank account should be at a secure well established 
institution with ATM and Visa or MC in the name of tiie IBC. Also, witii easy access to my money 
should I need it. My initial investment would likely be about $40K with monthly deposits of about 
$20K. I am also interested in foreign investments (mutual funds, etc.) that will be in the name of my 
IBC. Currently I have no lawsuits pending but as my assets grow Pm sure I will become a more 
attractive target for American lawyere, Fve seen sevCTal colleges wiped out by our crazy American legal 
system. Anyway, please send any information you may have that you think would be appropriate for my 
situation. I look forward to developing a long term relationship with your institution. Thank 
you.Regards, Mark Stout 

I think that the Bank of St Lucia would be a good option for you. I will paste some information about the bank 
below. 

Thank you again for contacting EDG and please do not hesitate to contact me with any additional 
questions. 

Thank you. 

Sam Congdon 

Equity Development Group 

l-SOO-237-5163 

214-237-2915 

Fax:214-722-1910 

US@Equitvdevelopers.com 


Bank of St Lucia International 

Location: St Lucia 

Minimum Opening Deposit: $5,000 
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From: 

To: 

Sent: 

Subject: 


"Equity Devetopment Group" <jnfo@equltydevelc^ers.com> 


Friday, May 20. 200^30 PM 
From EDG 


■ — = Redacted by the Permanent 

Subcommittee on Investipations 



Thank you for contacting EDG. I have pasted your questions, with my answers, below. Please let me 
know if you have any other questions that I can answer. 

I have an inheritance that I want to set up a trust for. The check is made out to me and dated middle of 
April 2005. 1 do not want to deposit the check into any bank account in the US as my greedy former 
wife and her new husband would try to make problems for me.The money is legit and mine. I want to 
purchase property in Belize from the trust, and have an bank account in Belize. I also need counsel on 
having access to some of the money when I need it in the US. I need to do this soon as I am traveling to 
Belize on June 14th. Thank you for responding quickly. 

Well, offshore banks don’t like checks. If you can get the writer of the check to send you the mcMiey by wire, flie 
we (^n set up an offshore account into which you can put your ffjnds and then you can use them do buy property 
or do whatever you want. If that will work for you, please let me know. 

Thank you again for contacting EDG and please do not hesitate to contact me with any additional 
questions. 

Thank you. 


Sam Congdon 

Equity Development Group 

U800-237-5163 

214-237-2915 

Fax:214-722-1910 


Penaaoent Snbcommittee ob Investigations 

EXHIBIT #66 - FN 44 


EDG-EML 246 



1779 




48 

6^ 


From: "Equity Devetopment Group " <lnfo@equitydevelopers.( 

Sent: Thureday, April 21, 2CK)5 11:04 M? 

Subject: Re: misc 

ideas: for one, offshore accounts are opened up without SS or TIN n 
they cant use it to hijack your offshore account. Wso. offohore accoL 
is FAR easier to hijack a US account b/c ail you have to have is an a< 
domestic diec^. Offshore banks dcmt have routing numbers » foey n 
different ball of wax. plus, foere are Int^al conbois that someone o 
requirement for the bank to call friem (the dient) prior to sending mor 
of identity theft, o^hore ac(X>unfo are many times safer than US acct 

Thank yoiL 




Sam Congdon 

Equity Development Group 

1-800-237-5163 

214-237-2915 

Fax:214-722-1910 

US@Eqmtvdevelopers.com 

— Original M essage — 

From 

To: •Equity Development Group' 

Sent: Wednesday, April 20, 2005 5:29 PM 
Subject: misc 

Great 

No questions yet. . ..but I am re-examining it tonight and will have more questions. 

I would really like to be able to show how an offshore account mi^t help protect from identity theft. 

Sure, of course, that mi^t not be the ultimate use of the client, but it gives a very logical and defendable 
“reason” for it without having to discuss “hiding” assets (or tax issues... which I Imow you don’t mention 
anyway, thankfully.) 

I am going to research that some. 

My first thoughts are that the primary place those SS^fe and CC#s are stolen are in the mail, or online, or when 
the card is used. The problem is it rai^t actually go the olhCT way, because if the ^count is onshore, there are 
more built-in customer services in foe case foe account info has been stolen. 

Do you have any itfoas? I would really like to roll-out an “identity theft protection” package. 


Doheny Partners, LLC 

A PROFESSJONW. MANAGEMENT COMPANY 
(214)208-2148 
fax: (972) 692-6982 
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mmmmmm = Redacted by the Permanent 

From: "Equit y Develop ment Group" <info@equitydevelopers.com> 

Sent: Tuesday, April 1 9, 2005 7:23 PM ~ 

Subject: Re; From EDG 

You cannot save taxes by going offshore, that is really more like an urban iegend. Offehore is good for protection 
of assets. But for US citizens there really aren't any tax advantages. 

Thank you. 

Sam Congdon 

Equity Development Group 

1-800-237-5163 

214-237-2915 

Fax: 214-722-1910 

US@Equitvdeveloper5.com 

— Original Messag e — 

To: infoOeoultvdevelODers.com 
Sent; Tuesday, April 19, 2005 6:21 PM 
Subject; RE; From EDG 

ok, so how do you save on taxes, having an offshore account and living in the usa and reporting your 
income to the irs? What is the differences in savings? from an offshore account and an account here in 
the usa, when you still have to report your earned income for the year to the IRS because a resident of 
usa? 

If its legal 100% and can save alot of money I am definitely in. I plan to put over 1 00,000 usd. 


>From: "Equity Development Group" <info@equitydevelopers.com> >Reply-To: "Equity 
Development Group" <mfo@equitydevelopers.com> >To; >Subject; 

From EDG >Date; Tue, 19 Apr 2005 17:55:18 -0500>>c^j^53^^^hankyou^» contacting 
EDG. I have pasted your questions, with my answers, below. Please let me know if you have any other 
questions that I can answer. > >how is this legal? IRS says if live in usa and have an offshore account 
and dont report earnings you are facing jail time and big fines. > >Having an offihore account is 
perfectly legal for US citizens. Fsuling to follow reporting requirements is not legal. Offshore accounts 
are fine, so long as you follow the proper reporting requirements. > >Thank you again for contacting 
EDG afld please do not hesitate to contact me with any additional questions. > >Thank you. > >Sam 
Congdon >Equity Development Group >1-800-237-5163 >214-237-2915 >Fax: 214-722-1910 
>US@Equitydevelopers.com 
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From: 

To: 

Sent: 

Subject: 


Wednesday, Mardi 23, 2005 2:38 PM 
From EDG 


= Redacted by the Permanent 
Subcommittee on Investigations 



Thank you for contacting EDG. I have pasted your questions, with my answers, below. Please let me 
know if you have any other questions that 1 can answer. 


1 am interested in the tax shelter and offshore bank account represents.Questions:? Is this account 
subject to US Tax?Is this a US Income Tax traceable income?Please tell me how this works.I look 
forward to your reply .Respectfully)! 


EDG actuatiy doesn’t give tax advice. ! can however, refer you to a CPA who can if you would iike. 


Thank you again for contacting EDG and please do not hesitate to contact me with any additional 
questions. 


Thank you. 

Sam Congdon 

Equity Development Group 

1-800-237-5163 

214-237-2915 

Fax: 214-722-1910 

lJS@Eauitvdevelopers.com 
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From: 

To: 

Sent 

Subject 


"Equity Development Group* <infb@equitydevelopere.com> 


Monday. August 08, 2005 12:00 PM 
From EDG 


= Redacted by the Pemtatient 

______SubconHditteeonInve£igahoi^ 



Thank you for contacting EDG. I have pasted your questions, with my answers, below. Please let me 
know if you have any other questions that I can answer. 

Hello.. I am interested in finding ways to limit taxability, liability and protection of assets. Although I 
am not wealthy, I wish to protect what I do have and am growing. I have a small business that I intend 
to grow and would like to know all the benefits of an offshore account Does it apply to my current 
investments, ie mutual funds Ira money marke t etc., can I put my house iuto it ? these types of 
questions... thank you for your understanding. 

You can put your real estate and investments and such into an offshore structure, as well as your business 
earnings. You cant actually transfer a 401 K directly into an offshore account - you would have to cash the 401 k 
in first. 

Thank you again for contacting EDG and please do not hesitate to contact me with any additional 
questions. 

Thank you. 


Sam Congdon 

Equity Development Group 

1-800-237-5163 

214-237-2915 

Fax: 214-722-1910 
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From: 

To: 

S nt: 
Subject: 


^Sam Congdon" <sam@^uitydevelopers.com> 


Monday^^^^^^OOS 12:39 PM 


I"""™ Redacted by the Permanent 
^___^_SubconTmitte^i^InvestigatiOT^ 


Thank you for the email. I tiiink some of these friings would be best discussed in person rather ttian email - If 
possible. There is definitely a market for what you are proposing - probably a higher end market Oiat i may 
typically service - which could be more lucrative anyway. Your background as an attorney (and that of your 
wife's) could help to reel in higher net worth dients than i might be able to personally attract, given that i am not 
an attorney, cpa, etc. 


Thank you. 


Sam Congdon 

Equity Development Group 

l-SOO-237-5163 

214-237-2915 

Fax:214-722-1910 

US@Equitvdevelopers.com 


To: 

Cc: 

Sent: Monday^g^lS^OOS 9:53 AM 
Sam: 

I am still interested, but in an arrangement that protects my involvement. 

Frankly, I would have to take the business in the direction of tax compliance.... helping the client’s with dieir 
tax disclosure forms, etc. 

The future for EDG is in protecting the identity of owners of assets, not tax avoidance. I think you have done a 
great job in maintaining some level of “distance” from the underlying client’s intentions, but the laws are 
changing quickly, and a greater firewall is required. 

' I am a big-believer in privacy and see this industry as an essential element for helping people keep anonymity in 
fiiis every-changing world where privacy is slipping away. 

BUT. . . .1 must be very careful not to be associated with any conspiracies to defraud (creditors, courts, etc.) 

The question is. ...is there enough business with people doing it legitimately. ...for asset protection from 
creditors, and from Internet access and identity theft? 


Original Message 



How would it hurt EDG (or possibly help?) if we placed a disclaimer ri^t on the firet page saying that if the 
client is interested in tax avoidance, they need to go elsewhCTC? Indeed I would want a strict disclaimer and 
waiver affidavit signed by the client before even entering into consultation wifri them. I am hoping that such a 
firewall will actually attract those clients who are most concerned about the legality of the thing. Hopefully 
there are plenty of HNW individuals who want to legitimately cordon off assets from future creditor and 
frivolous lawsuit and egregious malpractice claims. 


I Permapent Subcommittee oa Investigations 
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A few things I would do: 


= Redacted by the Permanent 
_Subcommittee_onJnves^^ 


1. To preserver the attorney-client privilege, I would in turn hire an offshore trust attorney for the 
client 

2. Tax Laws must be followed. I will fill out the TDF 90-22.1 for the client. 

3 . Create “visible” portions of the structure in a low-profile jurisdiction (not a tax haven). 


A few problems / possible solutions that could be done legally: 

Problem: Revelation of home address due to having to show utility bill. 

Solution: Possibly alternate address? 


Problem: Bank reference letters reveal to on^ore bank the offshore bank. 

Solution: Have Professional Fiduciary Company - alt of EDG for clients, and find Civil Law 

Jurisdiction bank that doesn’t require ref. letters. 


Problem: Investment activity reveals imderlying account/client. 

Solution: Use banks that have numbered accounts and offer investment products in street name or in the 

bank’s name. 


Problem: Credit cards reveal underlying accoimt/client 

Solution: Make sure bank doesn’t know information in the first place. Use Nominee Administered IBCs 

and bank that only needs name and signature for corporate cardholders. 


Problem: Sending money offshore 

Solutions: Find a trustworthy Transfer-Pricing Agent, Transfer via Brokerage House, Corporate Agent, 

and/or a low-profile intermediary in a low-profile jurisdiction. Use Western Union / Money Orders 

Problem: Difficulty finding banks that are reputable and reliable, but aren’t going to fold against pressure 

on their correspondent banks. 

Solution: ? 



Doheny Partners, LLC 

A PROFESSIONAL MW4AGEMENT COMPANY 
(214) 20B-2148 
fax: (972) 692-6982 
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From: 

To: 

Sent: 

Subject: 


Thursday. April 21 , 2005 1 1 :46 AM 

Re: A new purpose: identity Theft Protection 


= Redacted by the Permanent 
Subcommittee on Investigations 


i've never advertised vis a vi identity theft, but It just might work. 


should have the ioi to you this afternoon. 


Thank you. 


Sam Congdon 

Equity Development Group 

1-800-237-5163 

214-237-2915 

Fax:214-722-1910 

US@Equitvdevelopers.com 


— O riginal Message - 
Froml^ 

To: 'Equity Development Group' 

Sent: Thursday. April 21. 2005 10:26 AM 
Subject: RE; A new purpose: Identity Theft Protection 


I think this would be a great time to roll this out hard as a new campaign. 

It gives EDG a great “reason” for why their customers want “hidden” offshore accounts. 
Really would help my concern about liability. 

Any thoughts on the LOT? 


Doheny Partners, LLC 

A PROFESSIONAL MANAGEMENT COMPANY 
(214) 208-2148 
fax: (972) 692-6982 


i 


From: Equity Development Group [mailto:info(g)equltydevelopers.com3 
Sent: Thursday, April 21, 2005 10:16 AM 


Subject: Re: A new purpose: Identity Theft Protection 


yeah, it is an issue that affects a lot of people and offering them offshore accounts would certainly be one way 
to keep it from happening again - at least to some exent. my ex girlfriend had someone steal her mail or 
something like that and then went around and charged up about $20k in bills and such, pretty crazy, people 
will still need to have a local bank account (everyone needs to go to Uie bank once in a while) but they could 
easily keep the bulk of their savings and what they don’t need for day to day cash, offshore. 


Thank you. 


Permanent Subcommittee op Investigations 
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= Redacted by the Pennanent 

Sam Congdon subcommittee on InvestigOT 

Equity Development Group 

1-800-237-5163 

214-237-2915 

Fax:214-722-1910 

US@.Equitydevelopers.com 


— Or iginal Message - 
From: | 

To: SamLonggon 
Sent: Thursday, April 21, 2005 12:57 AM 
Subject: A new purpose: Identity Theft Protection 

Sam: 


I think there is a HUGE market for the use of offshore accounts for Identity Theft Protection. It creates a 
natural “hiding” place for the argument of WHY someone wants an offshore account which can not be easily 
identified. Sure, many will open them for other reasons, but it is a legal and rational reason to go 
offshore.... something the offshore industry sorely needs. And if I am right, something the media would look 
at and gain EDG exposure as a legit offshore provider. 


Take a look at the following, taken from the Equifax site. I have changed to bold red the relevant points that I 
saw where an offshore account with mail forwarding, etc. could help. Clearly even more of this would be 
relevant if the client does not use or carry a credit card for the offshore account. 


I look forward to hearing your thoughts. 


I David 



How Identity Theft Strikes 


First, what exactly is identity theft? Identity theft occurs when someone steals your personal 
information to take over your credit accounts, open new ones, take out a loan, rent an 
apartment, access bank accounts, or commit many other crimes using your identity. 

When it strikes, the effects can be devastating. What's more, because it frequently involves no 
physical theft, identity theft may not be noticed by its victims until significant damage has been done 
— often, several months and thousands of dollars later. 

How do thieves do it? 

First, they steal your personal information by... 

Going through your mail or trash, looking for bank and credit card statements, pre-approved credit 
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offers, and tax information. 

Stealing personal information from your wallet or purse such as identification, credit, or bank cards. 
Completing change-of-address forms to redirect your mail. 

Obtaining your credit report by posing as a landlord or someone else who has a lawful right to the 
information. 

Acquiring personal information you share on unsecured sites on the Internet. 

Buying personal information about you from an inside source «• for example, a store employee that gets 
your information from a credit application or by "skimming** your credit card information when you 
make a purchase. 

Getting your personnel records at work. 

Then they use your personal information by... 

Opening new credit card accounts using your name, date of birth, and Social Security number. 

When they use the credit cards and don't pay the bills, the delinquency is reported on your credit report. 
Establishing phone or cellular service in your name. 

Opening a bank account in your name and writing bad checks on the account. 

Counterfeiting checks or debit cards, and draining your bank account. 

Buying cars by taking out auto loans in your name. 

Calling your credit card issuer and, pretending to be you, changing the address on the account. Bills 
get sent to the new address, so you don’t realize there's a problem until you check your credit report. 
Filing for bankruptcy using your name to avoid paying debts they've incurred under your name. 

Monitor Your Credit Report Closely 

Unless you check your credit report frequently, there's often no way to tell if identity thieves have 
used your personal information to obtain credit accounts or other services in your name. 

To help protect yourself, subscribe to Equifax Credit Watch™ credit report monitoring service, and 
get an early alert to new and suspicious activity on your report, identity theft insurance, and access to 
your credit report. 

No Credit Card Is Necessary 

Credit card fraud is just one type of identity theft. While a thief may use your information to apply 
for a new credit card, some types of identity theft don't involve credit cards at all Someone with a 
bad credit rating may use your personal information to get a car loan, acquire phone, cellular 
service, or another utility service, or open a bank account in your name. 

Such cases can be seriously damaging, since you may not realize anything is wrong until you notice 
unfamiliar charges on your monthly bills or statements. 

Did You Know? 

According to the Federal Trade Commission, identity theft complaints are broken down as follows: 
About 50% reported that a credit card was opened in their name 

25% reported that the thief established new telephone, cellular, or another service in their name 
16% reported that a bank account was opened in their name, or unauthorized withdrawals had been 
made from their account 
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9% reported that the thief obtained a loan in their name 

8% reported that the thief obtained a fraudulent doeument such as a driver's license 
Read more Facts and Statistics . 


identity Theft 


Preventing Identiy Theft 


[x] identity Theft - Preventing Identity Theft 


Preventing Identity Theft 

Unfortunately, it's not possible to prevent identity theft and credit Iraud entirely. However, by 
managing your personal information carefully, and with a full understanding of its importance, 
you can substantially reduce the likelihood that it will happen to you. The following tips show you 
how. 

How to Outsmart Identity Thieves 

Be careful about giving out personal information. Whether on the phone, by mail, or on the 
Internet, never give anyone your card number. Social Security number, or other personal 
information for a purpose you don't understand. Ask to use other types of identifiers when possible, 
and don't carry your SSN card. Be sure to keep it in a secure place. 

Protect your mail. To stop a thief from obtaining personal information about you by going through 
your through trash or recycling bin, tear or shred your charge receipts, credit applications, 
insurance forms, bank statements, expired charge cards, and preapproved credit offers. Deposit 
outgoing mail in post office collection boxes or at your local post office. Promptly remove mail from 
your mailbox after it's delivered. If you plan to go away, call the U.S. Postal Service at 800-275-8777 
and request a vacation hold. 

Guard your credit cards. Minimize the information and the number of cards you carry in yonr 
wallet. If you lose a card, contact the fraud division of the credit card company. If you apply for a 
new credit card and it doesn't arrive in a reasonable period, contact the issuer. Watch cashiers 
when you give them your card for a purchase. Also, when you receive a new card, sign it in 
permanent ink and activate it immediately. 

Pay attention to billing cycles. Contact creditors immediately if your bills arrive late. A missing bill 
could mean an identity thief has taken over your credit card account and changed your billing 
address. 

Safeguard personal information in your home. Especially if you are having service work done in 
your home, employ outside help, or have a roommate. 

Find out who has access to your information at work. Be sure to verify that records are kept in 
a secure location, and are accessible only to employees who have a legitimate reason to access it. 

Be smart about passwords and PINs. Memorize your passwords and personal identification 
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numbers instead of carrying them with you. Avoid using easily available information like your 
mother's maiden name, your birth date, the last four digits of your SSN or your phone number, or a 
series of consecutive numbers. 

Fraud Alerts. You may place an Initial 90 day Fraud Alert by calling any one of the 3 nationwide 
credit reporting companies. The agency that accepts your request will share your request with the 
other two credit reporting companies, which will add the alert to your file or request that you provide 
them additional information. You will receive a confirmation when an alert is added to your file. 

Active Duty Alert you may request an active duty alert, which will remain on your file for 12 
months, by calling any one of the nationwide credit reporting companies. This alert removes your 
name from pre-screened offers of credit for 2 years. You will receive a confirmation when an alert is 
added to your credit file. 

Sharing of Alerts. The nationwide credit reporting company that accepts your request for a Fraud or 
Active Duty alert will share your request with the other two nationwide credit reporting companies, 
which will add the alert to your file or request that you provide them additional information. 

Other Important Facts 

Zero responsibility doesn't mean zero problems. Because credit card companies must limit 
consumer responsibility to $50 in most cases of fraud, and because many new cards include "zero 
responsibility" protection, some people think there's no reason to worry about credit fraud. But in its 
most advanced form - identity theft -- credit fraud can cause wide-ranging long-term problems. 
Identity thieves can use your personal information to take over your credit accounts and open new 
ones. They may even use your good credit to get a job, take out a car loan, or rent an apartment. 

Check your credit report regularly. Checking your credit report can help you catch mistakes and 
fraud before they wreak havoc on your personal finances. Make sure your report is accurate and 
includes only those activities you've authorized. It's also a good idea to review your credit report 
from each of the three major credit reporting agencies every year - it's possible that information is 
reported to one but not the others. 

Get the 3-in-l Credit Rep ort and see your credit history as reported by the three major credit 
reporting agencies. You can also subscribe to Equifax's Credit Watch™ credit report monitoring 
service, and get an early alert to new and suspicious activity on your report. Equifax Credit Watch™ 
also gives you up to $20,000 identity theft insurance depending on program. 

Did You Know? 

Although the problem is nationwide, states with the highest incidence of identity theft are 
CaHfomia, New York, New Jersey, Cormecticut, Pennsylvania, Ohio, Florida, Georgia, Texas, 
Illinois, and Washington. 

Read more Facts and Statistics . 
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From: 

To: 

Sent: 
Subj ct: 


Equity Development Group" <info@equltydevelopers.com> 


hursday, March 17. 2005 4:08 PM 
From EDG 



Thank you for contacting EDG. I have pasted your questions, with my answers, below. Please let me 
know if you have any other questioi^ that I can answer. 

1 .The trust holds the shares in the IBC. Who controls the trustee - for instance can the trustee make 
decisions and excercise actions on the bank accounte of the ibc? 

No, the trustee cani do anything with the bank account. He would not even know that it exists. What happens is 
that a trust is formed and a trustee is appointed (we generally us an accountant in the bahamas). The trust ttien 
becomes ^e shareholder of the company. But it is just a passive shareholder. The trust does not control the 
company or anything like that. The trustee doesn't know about the IBC's business or accounts (nor does he care 
to). Even if he did know of an account * he cannot take contrcri of it because he is not the signer on the account. 
The bank will only take directions from the signer. 

How much does it cost for the trustees services? 

Having a trustee is included in the price. The only time you would pay anything extra is if you have him do 
something for you - such as sign a document or somefriing. The fee for that is $1 00 per signature. 

Does my name appear anywhere in the IBC or trust? 

No, not unless you want it to. 

2.H0W secure are the respective bank accotmts - who has access to drawing funds on these? 

Only the signer on the account has the authority to do anything with the account - just like a domesti bank 
account. 

If the bank is being established by the trustee on behalf of the ibc how do i know that the trustee doesnt 
also have signing authority? 

The bank account is established in the name of the IBC, with you as the signer. The trustee does not see the 
bank application. We prepare the bank account application, send it to you to sign/complete and return. It is frien 
fonvarded to the bank. ITie bank opens the account with a $0 balance and you can then move funds in. You 
could verify with the bank, prior to moving funds Into the account that you are the only signer on the account 
and the only one that will have access to the funds in the account. 

Does my name appear anywhere with the banks - how do they authenticate the drawing of fimds from 
die bank account? 

You would be the signer on the account. Wire transfers out of the account can be authorized by you through the 
online banking system or through fax that includes many friings and a password to verify. You can also request 
that the bank call you to verify any transfers out of the accCMjnt Keep in mind that offehore banking was 
established to protect people's privacy and confidentialiity. An offshore account is FAR more secure than if you 
walk down to your local bank and open a personal account. 
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Can i personally visit the bank - for instance if i am on vacation is it possible to walk into the bank and 
draw ftmds? 

Yes. That's not a problem. I have personally been to all of the banks that are listed on the website. 

3. What format does the ibc and trust name take - is this one i can offer or is it generated without my 
input 

ABC Inc. and The XY2 Tmst. A trust name ends In the word ’Trust". A company name ends in "inc" "ltd" "cotp", 
etc. There is no difference between the name endings. You can come up with your own names for the company 
and trust. 

4. 1 am a Canadian resident - is this form of structure fairly secure from the revenue authorities for estate 
planning and off shore income? 

Absolutely. Most of EDG's clients are from US and Canada. 

Apologies if my questions are naive - just need clarity on the security of the operation.Thanks 

Thank you again for contacting EDG and please do not hesitate to contact me with any additional 
questions. 

Thank you. 

Sam Congdon 

Equity Development Group 

1-800-237-5163 

214-237-2915 

Fax:214-722-1910 

US@Equitvdevelopers.com 
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= Redacted by the Permanent 

■ ■ ■ Subcommittee on Investigations_ 

From: "Equity Development Group" <in fo@equitydevetopers.com> 

S nt: Friday, June 03, 2005 5:35 PM 

Subject: Re: sam congdon 

Answers below. 

Thank you. 

Sam Congdon 

Equity Development Group 

1-800-237-5163 

214-237-2915 

Fax; 214-722-1910 

US@EquitvdeveloDers.com 

I I went to the Order Form online. If I select a nominee director, would 1 contact him to wire money to Belize from, 
say, the Antigua checking a(xx)unt? Would I call the bank directly to wire money? 


The nominee director doesn't sign on accouns. We would never recommend that you have someone you don't 
know sign on your account and therefore control your $. You would be the only signer on any accounts that we 
set up for you and so you would be in 100% control. To virire money out of the bank in Antigua, you would go to 
their online banking and you can order a wire transfer from flier {the online banking) or you could fax them a 
wire request. The same would go for having the bank issue a cashier's check. 

Whose signature{s) are on the checks? 

For a cashier's check, the bank’s signature is on It Most offshore banks don’t offer direct checking accounts 
like we have them here. A check has all kinds of information on it that you wouldn’t want someone to see 
(account number, name of the account, etc.). 


Can I name the trust something similar to Spirit Tech? 

Yes, that's fine. 

I would like to set this up and wire the money by next Tuesday or Wednesday? Can everything be set up in two 
or three days from then? 

It can’t be done friat fast. The fastest it can be done is 1 .5 - 2 weeks. It takes 1 week just to form flie company, 
then a few more days to open up the offshore account. But still. 1.5-2 weeks is lightning fast for offshore. 


— Original Message — 

From; Equity Development Group 
Se nt: Friday. J une 03. 2005 1 1 :38 AM 

Subject: Re: sam congdon 



id you spoke to him. Piease let me know if you have any questions of me. 
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From: 

To: 

Sent: 
Subj ct: 


"Equity Development Group" <lnfo@equ»tydeveIopers.com> 


= Redacted by the Permanent 
Subcommittee on Investigations 


Monday, January 17, 2005 7:23 PM 
Re: From EDG 


William: 


Tliere are a couple of ways to bring back funds withwjt anyone ojnnecting them to you. First, your offshore 
account ^ould be in the name of an offshore company (which we can set up for you). That way, any transfers to 
or from the account can be done in the company's name and not your personal name > thus protecting your 
privacy. If you wire money back, don't have it wired to your personal account. For example. If you are buy a car, 
have the money wired (or cashier’s check made out to) the car dealership. This way, the $ never hits your 
account. Also, one of the banks ffiat we set up accounts with has an anonymous ATM card. You can use it to 
withdraw cash - Oiere are no names of any type on the ATM card, so it is anonymous. Either of these methods 
would allow you to move money back onshore without anyone else knowing or being able to connect it with you 
personally. 

Thank you. 


Sam Congdon 

Equity Development Group 

1-800-237-5163 

214-237-2915 

Fax:214-722-1910 


— O ri g inal Message — 

To: Equity Development Group 
Sent: Monday, January 17, 2005 3:51 PM 
Subject: Re: From EDG 

Hello again, 

thank you for your email response. 

I have just one final question / how would i hide the paper trail? 

If i was to get an off^ore bank to send me a cashier’s check 

and have a check cashing service cash that check/ would the government not be able to trace that . 

If i was to setup a secured visa or mastercard and withdraw 
; large amounts of money would the government be able to trace those 
fimds? 

What i am tiying to dohere is to find a way towithdraw funds from 
an offshore accountwith out any paper trails. 

Your assi stance appreciated 

n 
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Equity Development Group <info@equltydevelopers.com> wrote: 


It is true that there is no capital gains tax (or any tax for that matter) offehore. However, i cant advise 
you as to what your Canadian tax issues might be if you have offshore income - you would actually 
need to speak with a Canadian accountant. However, any income (or capital gains) that you make 
offshore is kept completely private and no one - including governments, has access to it. 

Please let me know If you have any other questions that I can answer. 

Thank you. 

Sam Congdon 

Equity Development Group 

1-800-237-5163 

214-237-2915 

Fax:214-722-1910 

US@Equitvdevelopers.com 


■ = Redacted by the Permanent 
__Subcomraittee_onJm^^ 


— Original Message — 

Fronf4||||HH|Hi^ 

To: EauttvDevelopment Group 
S nt: Monday, January 17, 2005 10:28 AM 
Subject: Re; From EDG 



Hello and thank you for the quick response to my email. 

At the present time i am involved in a heavy investment 
program with offshore investors. 

If everything goes as planned myself and my business partner 
should accumulate between 5 and 10 million us dollars, 
within the next 3 yrs. 

Our concern is that we do not want to pay the 50% plus in 
capital gains tax. 

I undersand that as the director of a registered offshore corporation 
i will not have to pay the capital gains tax here in northamerica 

I also understand that ih&re is no capital gains tax in offshore 
countries. 

Please advise 
Respectfully 



\Equity Development Group <info@pquitydeveloper5.com> wrote; 
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rhank you for contacting EDG. I have pasted your qi^tions, with my answers, 
jelow. Please let me know if you have any other questions that I can answ^. 

/our site was referred by a business partner,please advise how i could open an 
Dffshore bank account and withdraw funds without detection of government bank 
■ecords. 

Dffshore accounts, by their nature, are private. V\ft^en you make a withdrawal it is pnvate and 
10 one (including governments), knows about it The most private way to open an offshore 
account is not to do so personally, but in a corporate name. I would recomend reading: 
ittp://www.equitvdevelopers.com/offshore 1 01 .asp on the EDG website for an explanation. 


. = Redacted by the Permanent 
Subcommittee on Investigations 


Is it possible to have funds sent via fedx at my exspense? thank you william 
if'es, in the form of a cashier’s check, but not cash. 

Fhank you again for contacting EDG and please do not hesitate to contact me with 
my additional questions. 

Thank you. 

Sam Congdon 

Equity Development Group 

1-800-237-5163 

214-237-2915 

Fax; 214-722-1910 

[ JS@Equitvdevelopers.com 


Post your free ad now! Yahoo! Canada Personals 


post your free ad now! Yahoo! Canada Personals 
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_Subcommittee_onJnve^^ 


From: "Equity Development Group" <info@eq ultyde\^CH?6rs.com> 

Sent: Monday. January 24, 2005 1 1 :23 AM 

Subject: From EDG 



Thank you for contacting EDG. I have pasted your questions, with my answers, below. Please let me 
know if you have any other questions that I can answer. 

I own or am about to purchase properties abroad, which will be let for holiday rental, these will have 
mortgages paid in local currencies but i will need to have access to this money finm the u.k. as well as 
paying the mortgages. Do your banking facilities provide for direct debit^standing orders 

Yes. funds can be pulled out of offshore banks using wire transfers, bank checks, Visa/MC debit cards and cash 
machine cards. Standing orders can be set up as well. 


and can the money be accessed by ATMs in the U.K. 


Yes. the money can be accessed by ATMs in Uk and abroad, 
and if so is it traceable by the Inland Revenue. 


As long as everything is done in the name of the offshore company, then it is private and no one (including Inland 
Revenue) can get any information about it. 


Thank you again for contacting EDG and please do not hesitate to contact me with any additional 
questions. 


Thank you. 

Sam Congdon 

Equity Development Group 

1-800-237-5163 

214-237-2915 

Fax; 214-722-1910 

USfSlEquitvdevelopers.com 
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Subcommittee on Investigations 


From: 

To: 

S nt: 
Subj ct: 


"Equity Development Group" <info@equitydevelopers.com> 


Tuesday, June 21 , 2005 1 1 :28~AM 
Re: From EDG 


no trouble, i Just don't personally like to do business with adult type companies. 


Thank you. 


Sam Congdon 

Equity Development Group 

1-800-237-5163 

214-237-2915 

Fax:214-722-1910 

US@Equitvdevelopers.com 

— Or iginal Messag e — 

From: 

Tp: 'Equity Development Group’ 

^nt: Tuesday, June 21, 2005 12:19 AM 
Subject: RE: From EDG 

What is the trouble with adult internet companies off shore? Also is there anyone that is as trustworthy as you 
that you can recommend? 

Regards 


From: Equity Development Group [mailto:info@equftydevelopers.com] 
Sent; Monday, June 20, 2005 11:31 AM 

Subject: Re^rom EDG 

yes, that is true. 

Thank you. 

Sam Congdon 
Equity Development Group 
1-800-237-5163 
214-237-2915 
Fax: 214-722-1910 
US@EauitvdeveloDers.com 
— Original M essag e — 

FromrjgHgiMv 

To: inrolalequitvdeveloDers.com 
S nt: Saturday, June 18, 2005 1:59 PM 
Subject: FW: From EDG 
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iMy partner says that you all do not do adult companies is that true? 


■ = Redacted by the Permanent 
_Subcornmittee_on_Investiga^^ 


I From: Equity Development Group [maltto:jnfo(a»equltyd€velopers.com] 
Sen t; Friday. Ju ne 17, 2005 5:27 PM 

To;4 

{Subject: Re: From EDG 


Answers below. Please let me know if you have any ottier quesUons. 

Thank you. 

Sam Congdon 

Equity Development Group 

1-800-237-5163 

214-237-2915 

Fax: 214-722-1910 

US@EQuitvdevelopers.com 


have set this up as a personal account using the wizard you have. 

iComplete package includes: 

Offshore Corporation formed in Nevis 
Offshore Trust formed in the Bahamas 
Offshore Bank Account: Barrington Bank, Antigua 
Offshore Brokerage Account: None 
Offshore Mail Forwarding for 1 year 

(prices Include all, government, registered agent, nominee director fees and trustee fees) 

Annual renewal fee after first year is $1,275. 

A few questions. 

How does it work to insure that ail principles of this company have security with their portion of the assets? 
Based on % of the company they own? 

You will have the shares of the company, you will have the company and documents, and you will be the only 
person signing on the company’s bank account - so you will be in complete control. 

How easy is it to find out who the principles are of this company? 

Virtually impossible. 

Is it possible to set up a VERY small office for records keeping and have someone site there on our behalf that 
works for us 20 hours a week? Is that something we would have to go there to take care of our self? 

This isn’t necessary. You don't have to have an office In the country if you don't want to. There is no 
requirement to do this. 

If you do want an office, it's not a service that we provide. So you would need to arrange it. 

If there is a marketing company located in the US that works as a billing and marketing firm for this company 
|is there any special rules regarding the transfer of funds from tiiat US company and this off shore company? 

No, none that I am aware of. Non-US companies can do business with US companies (and vice versa) and 
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:end payments and such. 


as there a list of companies already set up that we can choose from or can we pick the name our self? 


■ = Redacted by the Permanent 
__Subconimjttee^nJnvestigat^^ 


fou can choose the name yourself actually. 

If so are they all LLC's or what kind of business's are they? 


\n offehore company (IBC) is a straight corporation. Basically what we would call a c-corp. 
rhanks for your timely answers. 

Regards 
Dan Hogue 


=rom; Equity Development Group tmailto:}nfo@equitydevelopers.com] 

Se nt; Thursday, June 16, 2005 4:22 PM 

Subject: Re: From EDG 

3k, no problem. There is actually a page on the site exacUy for doing what you are talking about. Go to 
•ittD://www.eQuitvdeveloDers.com/offshore planning center.aso and click on "build a new offshore plan" in 
he bottom left side of the page, this will ask you a few questions and ^en recomend a suite of products for 
^our situation. Of course, if you have questions you can always call or email them to me. 

Thank you. 

Sam Congdon 
Equity Development Group 
1-800-237-5163 
214-237-2915 
rax: 214-722-1910 
JS@.Equi tvdevelopers.com 
I — Or iginal Messa ge — 

To: 'Equity Development Group' 

5ent: Thursday, June 16, 2005 11:44 AM 
Subject: RE: From EDG 

fea I saw that part. What I am looking for is Info on what is the best route what kind of questions do you 
tave for me to determine what area Is best for me. What type is best for me? I have never done this 
jefore. 


=rom: Equity Development Group [majlto:info@equltydevelopers.(»m] 
Sen t: Thursday, June 16, 2005 10:46 AM 

{Subject: From EDG 
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= Redacted by the Permanent 
Subcommittee on Investigations 


Thank you for contacting EDG. I have pasted your questions, with my answers, below. Please let 
me know if you have any other questions that I can answer. 

Hi,l am interested in setting up an offshore company. We would prefer something within the EU. 
Privacy and security issues are importantPlease forward me any info you have. Time and speed 
are also important.Thank You.Regardsl^BHmpi 

EDG's fees and services can be found at www.eauitvdeveloDers.com/order 

Thank you again for contacting EDG and please do not hesitate to contact me with any additional 
questions. 

Thank you. 

Sam Congdon 

Equity Development Group 

1-800-237-5163 

214-237-2915 

Fax: 214-722-1910 

USfSiEquitvdevelopers.com 
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^hhhhhhhhhhbhhhm^ 

T : <info@equitydevelopers.com> 

Sent: Thursday, January 06, 2005 4:14 PM 

Subject: RE: From EDG 

Hi Sam, 

What is involved in a name change and is it quick to do this? I also thing a 
bank change is required as well for at least the majority of die assets. 


>From: "Equity Development Group" < info@eqmtvdevelopers.com> 
>Repiy-To: "^uity Development (i’oup" < mfo@equitvdevelopers.com > 


>To: 

>Subject: From EDG 
>Date: Wed, 5 Jan 2005 13:22:24 -0600 



> 

>Thank you for contacting EDG. I have pasted your questions, with my 
>answers, below. Please let me know if you have any otiier questions that I 
>can answer. 

> 

>Hi Sain,It appears that my wife has found out about my account and IBC and 
>now wishes to control the money that is in it I beleive that I should open 
>a new Bank account with a different bank and transfer the money to further 
>protect it. What are your suggestions regarding this situation? 

> 

>Does she know the IBC name? If so, you might want to form a new company or 
>just change the name of your existing one. We can also set up another 
>account at a 2nd bank - that certainly wouldn’t hurt 
> 

>PauiAberdeen Investments Inc. 

> 


>Thank you again for contacting EDG and please do not hesitate to contact me 
>with any additional questions. 

> 

>Thank you. 

> 

>Sam Congdon 

>Equity Development Group 

>1-800-237-5163 

>214-237-2915 

>Fax: 214-722-1910 

>US@Equitydevelopers.com 
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Redacted by the Permanent 

L«,,___^_Subconimitte£OT^InvestiMtions 

From: "Equit y Development Group" <info@equ'rtvdevelo pers.com> 

Sent: Saturday, January 08, 2005 5:28 PM 

Subject: Re: Questions regarding offshore accounts 


Swiss accounts aren't that secure (i don't recomend tiiem) because in order to get one you have to get an 
apostilled copy of a passport - what that means is tttat you have to tell your state govt, that you are presenting a 
copy of your passport in Switzerland. That throws whatever privacy someone might have hoped to achieve out 
the window. Also, having a personal account does not protect you should you get sued and loose. Because it is 
a personal account, you will have to list it as among your assets - it doesn't matter what Switzerland's laws are. 
Having an offshore structure in place prevents this from happening. I would 
recomend reading the following page on the EDG site: 
http://www.equitydevelopers.com/'offshore_l 01 .asp This will give you a good 
idea of why a structure (rather than just an account) is die best way to go. 

Thank you. 


Sam Congdon 

Equity Development Group 

1-800-237-5163 

214-237-2915 

Fax:214-722-1910 

US@Equitvdevelopers.com 


— O riginal Message — - 
F rom 

To: info@eouitvdevelooers.com 
Sent: Saturday, January 08, 2005 
Subject: Re: Questions regarding 


1 :02 AM 

offshore accounts 


Sam, 

The research I've done indicates that a Swiss bank account is protected 
because Switzerland has strict privacy laws. If lawsuits and creditors can’t 
find my account, they can’t attach it. 

How does an offshore structure provide more protection than that? 


— Original Message Follows- — 

From: "Equity Development Group" < info@.equitvdevelopers.com > 
Reply-To: "Equity Development Group" < info@equitvde velop ers . com> 
To: 

Subject: Re: Questions regarding offshore account^^^^ 

Date: Thu, 6 Jan 2005 17:58:06 -0600 


Thank you for your email. Having an offshore account won't really protect 
your assets because everything is still in your personal name. What will 
protect you from lawsuits and such is an offshore structure, I would 
recomen reading the following page on the EDG site: 

Permanent SutKooimittee on Investigations I EDG-EML 391 
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http://www.equitvdeveloDers.com/offshore 101. asp This will give you a good 
idea of why a structure (rather than just an account) is the best way to go. 


Please let me know if you have any additional questions. 
Thank you. 


Sam Congdon 
Equity Development Group 
1-800-237-5163 
214-237-2915 
Fax: 214-722-1910 
T JS@,Eq uitvdevelopers.com 

Original M essage - 

From: 4 
To:( 

Sent: Thursday, January 06, 2005 5:32 AM 
Subject: Questions regarding offshore accounts 


I am interested in opening an offshore account to protect my assets from 
my 

ex-wife and uncle sam. My ex-wife recently obtained a judgement against 
me, 

without my knowledge, and the courts 'stole' a substantial sum from my 
checking account also without my knowledge. It took me over three months 
and 

a lot of stress and legal fees to reverse the judgement and get my money 
back. 

I am leaning towards simply opening a Swiss bank account. It's free and 
seems to offer me the protection I need. My friend Ben states that he 
knows 

you and has done business with you and that I should contact you first. 

What does the offshore corporation that you offer provide above the 
protections offered by swiss banks. 

Thanks for your immediate reply. 
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VS. DeparCnunt of Ju<tic« 
Tax Division 


Watem Crimimil Ei^remtrti So:iion 

J>.0.£ox972.BenFraMia54alum P02)SU-S6S4 

WukingnH, D.C 20044 Telrfea: (202)SH-9i2S 


1106 23,2004 

MEMORANDUM OF PLEA AGREEMENT 
TO: 


FROM: Caryn D, Mazk 

Edound P. Power 
John J. Kaleba 

Trial Attorneys. Dept of Justice • Tax Division 
SUBJECT: U.S. v, Lawrence Tuipen 


Hie Defendant, LAWRENCE TURPEN, is charged m a single count lofonnatioB, filed _ 

, witii a violation of Title 18, United States Code, Section 371, Con^iiacy to De&aod tiie 

United States. 

The Govemmeol and the Defendant have agreed to the following: 

1 . Defendant will waive iodictmeot and plead guil^ as charged in the Infonnatinn. The 
Department of Justice Tax Division and the United States Attorney’s Office for the District of 
Nevada agree not to file any additional charges under Titles 1 8, 2d, or 3 1 concerning the conduct 
alleged in the Flea Agreeoaent and Infonnation regarding tax years 1998, 1999, 2000, 2001, 

2002, or 2003, with the undemanding that the Court may consider all of the facts and 
drcumstanccs relating to these years when deciding die appropriale sentence pursuant to 
US.S.G. $ IBI.3.. 

2. This plea is made pursuant to Rule 1 1 of the Federal Rules of Criroioal Procedure and 
is not intended to be binding on the Court 

3. Defendant is aware that his sentence will be imposed in accordance with die 
ScDtencmg Guidelines and Policy Statements. Defendant is aware that the Court has jurisdiction 
and audiority to impose any senteooe witiun the statutory maximum set for the offense to which 
he pleads guilty. 
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4. Hie parties agree that the ^plicable senteacLas guicieluies areU.S.S.G. §$ 2Tl.l(aX2) 
aad 2T4. i{J) from the pre-2000 editions of the Sentcocing Guidelines. Jhirsuent to these 
guidelines, tile Base Offense Level for tiiis olToise is a level 1 5 because tiie total tax loss, 
including relevant conduct for tiie offense is more tiian $120,000. 

5. The parties agree that the Base Offense Level is increased by two levds, to a level 17, 
pursuant to U.S.S.C. § 2T1 .i(bX2) because the offense involved sophisticated concealment 

6. The Government agrees not to oppose Defendant’s request for a reduction for 
aocqiUncc of responsibility under U.S.S.Q. S 3B1.1 as long as he continues to demonstrate his 
acceptance of reqioQSibtlity in all further pnceedingi, including interviews with tiie United 
St^es Probation OfBce. Under U.S.S.G S SBLI.ifDefcadant’s offense level is 16 or greater, 
then tiie offense level is decreased by 3 levels. 


7. The parties agree that the Govenonect is ZMDt bound by the U.S. Probation Office's 
decision as to wh ether Defendant has accepted re^ymslbility, and it is understood that tiie 
Govenuneat will make its own indepcodect svehisdon of tiiU edjuatme&t to the offonse level. 

8. The parties agree that the Government may argue against and Defendant may argue for 
a downward d^arture pursuant to U.S.S.O. ( 5K2.0. 

9. The Government agrees not to oppose Defendant's request for a seolmce at tiie low 
cod oftiieGuideUnes Range as determined by the Court. If the Court finds tiiat Defendant foils 
within Zone C of tiie Guidelines Range, the Government agrees not to oppose Defendant's 
request for a split sccteacc. 

1 0. The parties agree that there are no otiier applicable Chapter Two or Chaptor Three 
adjustments. 

1 1. The parties agree that the Offense Level calcnlation set forth above is based vpon 
information concezning tUs offense and the Defendant as it is Icnown at the present time and 
could change based upon the investigation by the United States Probation OfBce and altar tiic 
Court makes its own determination of the appropriate Offense Level. The parties Anther 
acknowledge that the determination of tiie Crimms] History Categoiy directly affects the possible 
Mmfftnring range available to tiie Court The parties have not made any stqiulation con ce m i ng 
the Defendant's Criminal History Cuegoiy. 

12. Defendant agrees to meet and co<^>ef8te with hitemal Revenue Service ofticiab in 
the detennioation and satisfaction of bis civil tax liabilities. Defendant consents to any motion 
by the United Stat« undex Rule 6(cX3XC} of Ibe Federal Rules of Criminal Procedure, to 
disclose grand jurymaterial to the Internal Revenue Service for use in computing and coQectmg 
Defendant’s taxes, interest and penalties, and to tiie cavil and forfeitiire sections of the United 
States AttoinQT’s Office for use in identi^^g assets and collecting fines and restitutiem. 
Defoidant furfoer agrees to make all books, records and documents available to tiie Internal 
Revenue Service for use in computing Defendant’s taxes, interest and penalties for the yean 

1 998 tiirough 2003. Defendant agrees to cooperate folly with the IRS in filing true and canrect 
tax returns for the yean 1998 throu^ 2003 and in detamining his corrected tax liability for the 
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years 1998 thrcru^ 2003, including any pezialties and mtcicsi owed Defendant agrees to make 
satisfactory airanganents with the IRS for p^meot of any taxes, penalties and interest owed. 
Defendant reserves die right to pursue all si)plicable cavil admini^ative and judicial remedies 
with the IRS should he dispute (he IRS’s tax liabiU^ findings and conclusions. 

13. Defiaidant agrees to fully and honesdy cooperate with die Government in diis and 
other investigations by submitting to interviews widi and ofi^aring assistance to the Department of 
Justice, United States Attome 3 r’g Office for foe Distnet of Nevada, foe buemal Revenue Service 
and az^ other State or Federal agen^. Defendant agrete to give truthful and cotzqrlete stalcments 
or testimony in intarviews and before any grand juiy or during any trial. Should foe Government 
be satisfied, in its sole diacretion, that Def<ndant has provided substantial assistance to foe 
United States consistent wifo his obligations as set fc^ above, diea foe Govemmeot, prior to 
Defendant’s sentencing, will file amotion pursuant to U.S.8.G. § 5K1.1. Tbe motion will 
rccornmcod that the Court impose a senfeoce below the total offense le\^ as finally computed by 
d>e Probation DqMOtment. extentoffoedownward dq>arture, ifmade, is atdreaole 
disc»tion of foe Govemmenl The criteria whidi will guide the Govonznect in deterntining 
whether to execute foe potential conceasions will be an evaluation of Defendant’s honest, 
forthrightness, tnnhflilness and completeness during any statements and/or tesdmcuQr he may 
give in foe course of this investigation. Ajioiba conrideratioo in detennining whether fbe 
Govetnmeat will file a downward departure motion will be foe value of Defendant’s assistance. 

14. Defendant is also aware that 18 U.S.C. § 3742 gives him a ligbl to appeal foe 
sentence to be imposed azbd foal other federal laws give him ri|^ to a{^>eal other aspect of his 
convictiocL In exchange for the concessions made by the United States in tbe instant Pica 
Agreemeai, Defendant knowingly and expressly waives his right to appes] any sentence to be 
imposed foat is within foe applicable Sentencrag Guidelines lange, fi^cr waives his right to 
^peal tbe manner in which ^ sentence was detennined on foe grounds set forfo in 1 8 U.S.C. g 
3742, azui further waives his ri^ to appeal any ofocr a spects of his conviction or aentcocc. 
Defendant reserves only foe ri^ to appeal any sentence imposed to the extent, but only to the 
extent, foat foe sentence is an iqnvard departure and outside foe range establifoed by foe 
^plicable Sentencing GuideUces, 

n PENALry 

A. Statutory : 

18 U.S.C. § 371 provides for a penalty of imprisonment of not more than 5 years, or a 
fine of not more foan $250,000, or bofo, tog^her with foe costs of prosecution. 1 8 U.S.C g 
3571(b)C3). 

Probation is available if foe miniTmtin tenn of imprisomnent under foe Guideline range is 
in Zone A. U.S.S.G. g 5Bl.l(aXl) and gSBCl.lfb). 

If the rmniznum term is in Zone B, probation is only available if it include! a conditkm or 
combination of conditions that require intermittent confinement, community coniinemeait, or 
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borne detenti<HL U.S.S.G. g 5Bl.l(aX2} and $ 5CLl(c)(3). Ibe Court may also io^se a 
sentence of itoprisontoent diet includee e term of supovised release with a cooditioa that 
substitutes cximmumQr confinancst or bcune detention, provided that at least one mondt is 
satisfied by iniprisoomeat U.S.S.O. § SCI. 1(e)(3). 

If the TniniTr.nTrt term is in Zone a term of imprisonment must be imposed, but 
include a teim of supervised release with a condition that substihites community confinement or 
home detentioa, but at least one-half the miounum tom must be satisfied by ic^s<mment 
US.S.a§5Cl.l(dK2). 

If die minimum term is in Zone D. then die minimum term mnst be satisfied by a 
sentence of imprisonment only. U.S.S.Q. g 5Cl.l(f). 

A ftdeml prison sentence can no longer be shortened by eaily rdease on parole, because 
parole has been a^lished. However, Defendant may qualify fi>r a reduction of approximat^y 
13% of his sentence for good conduct. 18 U.S.C. g 3624(b). Under U.S.S.G. g SDl. 1(a), aterm 
of svfMTvued release fbllowizif a terra of hnpnsojunent is required when the terra of 
iminisonment is more than one year. A tenn of supervised rdease is dificrefionary in any other 
case. U.S.S.O. &3D1. 1(b). Under 18 U.S.C. S 3359(aK4), the vioUtioa set forth in the 
InfoniiatioD is a Class D felony and, theredve, pursuant to U.S.S.O. $ 5D1.2(bX2), ■ term of 
supervised release of at least two years bin not more than three years must be ordered, if a tesm 
of siqiervued release is imposed. 1 8 U.S.C. i 3583(bX3). 


Under the provisions of U.S.S.O. g 5E1.2(aXdieComt is required to inqiose a fine unless 
Defendant eatabllshea that he is unable to pay any fine. However, U.S.S.G. $ 5E1 .2(f) allows the 
Court to lower or waive any fine or impose an aherostive sanction such as comraunify service, if 
Defendant establishes that he does not have the sbility to pay a fine. 

18 U.S.C §§ 3663 or3663A 8ndU.S.S.O. g 5E1.1 permit resfiturion as deemed 
appropriate by the Court. 


. PuTfuantto 18 U.S.C § 3013(aX2XA) and U.S.S.O. § 3EJ.3, the Court is requiitd to 
impose a spedai assessment in the amount of $100.00. This special assessment shall be 
in die manner tb«*t fines are collected in cnminal cases. 


m ESSENTIAL ELEMENTS OF THE OFFENSE 


Before a verdict of guilty can be found, the Ooveoisnent would have to prove the 
following elements of 18 U.S.C. g 371 beyond a reasonable doubt: 

1 . The existence of an agreement by two or more persons to defraud (he United 
States! 

2. To impede, impair, obstruct or defeat toe lawful assessment and collection of 
income taxes by deedtfUl and dishonest means; and 

3. The commissioD of an overt act in furtherance of toe conspiracy. 
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IV FACTUAL STATEMENT RELEVANT TO SENTRNCING 

Fiom in or about Jamiaiy 1 995» and contuming hereafter up to and at least 

Sqjtcmber 4, 2002, in the District of Nevada and elsewhere, Defendant LAWRENCE TURPEN, 
did unlawfully, willfully, and knowin^y conspire and agree widj RJHL and odiets, known and 
unknown, to de^ud die United States throng decedtiul and dishonest by impedine^ 

impairing, obstnicring, and defeating the lawful functions of &e IRS, U.S. Dqurtmeot of 
Treasury, in the ascertainment, coitqmtatioa, assessment and collectios of inootne taxes, 

hz or about 1987, after retiring from a career in deotistiy. Defendant became a full-time 
finandal consultant specializing in inteniatiooal structures, intgrtmriftiisl investmeiUs, and 
inte rn a tion al tax plaivimg. His business was caDed *TAD Financaa] Services, lac,** short for life 
After Dentistry (**LAD*^. Defendant solicited cKenta at speaking engagements and tfarou^ bis 
1 990 book **0&hore Options for Small Business,** which was rqn^Usbed in 1 994 as **How 
Why Americans Go O&hore.*' Defendant alao maintamed a compr^enstve wc^she advertising 
his products and services. Defendant also « website ^ LAD wdiicb jr 5 

regulations re<iiiire taxes to be paid on worldwide income that is tinked to the US dlizea or 
busineas entity. Ihe website stated diat it is frierefore essaotial to break the coDoecting ftetors 
between the US dtizen and the foreign company, otherwise, the “whole program is taisted.** 

The book and webdte advocated (he use of foreign entities to reduce and eliminate federal 
income taxes. 

Id individual consultations wifri diesd. Defendant advised that clients could defeat (he 
assessment and collection of their taxes through titf use of domestic and foreign business entities. 
Defendant advised and assisted in the creation of domestic foreign business 

recommended that the foreign entities should be located in jurisdictions tiiat did not traditionally 
provide financial icionnation to the United States. Defendant also advised clients not to t^rt 
their ownerdiip interests in the forogn entities and to disguise tire q>pcaraiicc feat oostroUed 
those entities by naming nominees or administrators and by not owning stock in toe entities. 
Defendant knew toat clients retained benefidal interests in toeir of&borc entities. 

Defendant advised toat the client could ^ly for a position with toe ocanpany as 
corurultant. As such, the client would be in a *^poweTful position of influeace^' where his 
management decisions would be ratified by toe board of directors, yet the dieot gives iq> **what 
appears to be control” of the foreign corporation. Defendant recommended toe ncunmees or 
administraton tor toe clients. Defendant furtoer carplained that serving as a consultant of a 
foreign company ofifoed many indirect non-taxable personal benefits that would increase fiie 
taxpayer*a quality of life. Inhbbookvid in personal consultatiooi. Defendant explained toat 
is normal in business and recognized by any govenunent toat toe costs of doing business arc 
deductible from gross income. This ioeludes general and administrative expenses, whidi cm be 
loaded with personal benefits.” 

With fiiis business structure in place. Defendant advised and assisted clients in 
conducting «h«m transactions to fraudulently toift their personal income or domestic cotponre 
income to the unlaxed foreign entity. Defendant instructed clients that their foreign eati^sbmtld 
charge consulting and research fees to the domestic coiporation. Ihese charges could be 
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deducted by the domestic corporation and also would move mon^ offshore to the foreign entily. 
Defendant and his clients Imew that diese busmen deductions had no eoiaioinic substance. 
Defendant also advocated to clients the use of private uunnties as a method of evading capital 
gains tax. Defendant advised clients to create documents for &ese sham transaetjoos to give 
diem die ^pearance of legitimacy. 

Defendant also explained to clients how fa) repatriate untaxed money from fbeir oSshore 
coipoiatioaa. Defendant advised his clients to obtain loans from die foreign entities to pay frur 
personal expenses, sudi as cars or houses. As purported loans, diese transactions were not 
income to the clients and the clients could also deduct the purported interest they paid on die 
loans on their income tax returns. Additionally, die loan rep^ments were anod^ mediod to 
transfer pre-tax frinds to die dients’s entity. Defendant and his cUents knew diat diese 
loam were fraudulent, sdf-dealing transactioni in whiidi clients would be bonowing oemney from 
themselves. Defendant recommended other mediods cf fraudulently rqiatriatmg untaxed money 
including having the foreign enti^ pay for personal vacations or giving non-taxed educational 
grants to die diests's children. 


As a oontinumgpart of die con^iracy, clients paid quarterly maintenance fees to 
Defendant through bis benefrcUlly owned offshore entity, Intercon Associams. Die quarterly 
fees were used for the continuing upke^ of the dients’s offshore entities, including fbmgn 
administrator fees and annual corporate filing fees. Excess amounts of funds in Intercon 
Associates were then retained by Defendant for his beoefreia] use. Defendant advocated the use 
of Intercon Associates as the conduit for these fees to create anodier of separation between 
the client and their offehore entity. Defendant advised dial the payment of such fees directly by 
the client would Indicate ownership sod direction of the o&hore entity by the dicnL 


la ^>picxixnafely 1995, Defendant agreed to assist )t.H. in illegally reducing and 
defeating assessment and collection of his taxes. Defendant created i^mestic and offehcre 

corporations for R.H. for the purpose of transferring business incoine o&hore and creating felse 
expense deductions to reduce or elunioate taxable income. Defendant set isp a Nevada 
corporation for R.H. called BD., fric. Defendaid also sec ip an Isle of Man corporation, LF., 
Ltd. Defendant arranged nominee individuals and resident agent services for botb the domestic 
and offehore corpoTations to disguise iLH.*s beaefidal interest is tiiosc companies. Aa part of 
the schetne, ILH. was designated die “consuHanf* to L.F., Ltd., with complete control over the 
source and application of the funds. ItH. caused L.F., Ltd. to pay quarterly fees to Intercon 
Associates. 


In initial meetings with R.R, Defendant advised RJl. bow to transfer some of ibe 
proceeds from his busincas operations io Atlanta, Georgia, to a bank account in Reno, Nevada. 
Defendant advised R.H. that be could devise felse transactions between fee domestic and 
offshore corporate structure to create fee appearance of legitimate business telatiouships between 
the domestic and offebore ftructures. Defendant recommended a variety of transactions to R.H., 
including research, consulting and tnanaganeat '^agreements,’* ivhich would reduce Or 
corporate tax ItabiUties. DefeodarU advised RJi. feat once funds were iransferrad offibore, Rli. 
could repatriate these funds throu^ fee use of fictitious transactions, such as loans. 


1860 


Redacted By Permanent Subcommittee on Investigations 


■WA* 


V STATEMENT OF THE DEFE^TOANT 

I, lA WHENCE TURPEN, herd>y adoiowledge I have &otovghly read and reviewed 

this man(»‘andum and agree that it completely and accurately states the facts supporting my plea 
of jguilty and the oegotietions between myself, my attonu^', end Uie Goveromeat I have 
discusaed tiiie contents of this memorandum with my attorney and they have been explained to 
my satisfaction. 

I have explained tiie &cts and drcumstanccs surrotmding this case completely to my 
attorney and have been advised of ^«diat iegai courses of action I may take. Hiese discussions 
have included what might happen if I go to trial, what evidence tiic Govemment has against me, 
and the possible defenses, if any, I may have to these criminal charges. 

My attorney has not promised me anytiung not martioned in dua plea memocaiuhini and, 
in particular, my attorney has not promised that I will get any specitic semence. I understand tiiat 
any discussion widi my attorney about the possible sentence I mi^ receive ;&om the Court ere 
just predictioas and not binding on the Court I Imow I cannot wifiidraw my guihy plea because 
my attorney's aeotencing predictioas turn om te> be wrong. 

My attorney has also explained to me my Constitutional rights, including my ii|^ to a 
jury trial, to cozu&oiu my accusers, to call witzicsses on my own behalf and my right to remain 
silent. My attorney has fbither explained to me toat I have to waive these rights, that is. give 
them up, in order to have my guilty plea accqrtcd by the Court. 

I understand that the Oovermnent will fuSy in&rm the Coxut and the United States 
Probation Office of the nature, scope, and extent ^ my conduct regarding the facte and 
dmiznaUnces of toe charges against me, and ax^ and all related matten in aggravation or 
mitigation concerning the issue of my sentencing. 

I know if toe Government is making a non-binding recommendatioD as to what Qpe of 
sentence I should receive, the Court does not have to follow that recommendation. I also 
understand that I cannot withdraw my guilty plea because the Court decides to not follow the 
non-binding sentencing rcconunendation of toe Ooveinmcot. 

Ifurtoer understand that the matter of sentencing is entirely up to the Court Any 
stipulations or agreemeots between myself roy attorney, and toe Govermnent are not binding 
tipon the Court I know the Court will decide my sentence based t^>on toe tocte of this case, my 
persona] background, and the Sentencing Gitiddines. 
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Tax Division 


iVeslem Criminal Enforcement Section 

P.O. Box 972, Ben Franklin Station (202) 514-5684 

Washington. D.C. 20044 Telefax: (202) 514-9622 


October 6, 2004 

MEMORANDUM OF PLEA AGREEMENT 

TO: Honorable Judge David Hagen 

FROM: Caryn D. Mark 

Edmund P. Power 

Trial Attorneys, Department of Justice - Tax Division 

SUBJECT: United States v. Robert F. Holliday 

CR-N-04-0n7 - DWH-VPC 


I PLEA NEGOTIATION 

The Defendant, ROBERT F, HOLLIDAY, is charged in a single count Information, filed 
August 3 1 , 2004, with a violation of Title 1 8, United States Code, Section 371, Conspiracy to 
Defraud the United States. 

The Government and the Defendant have agreed to the following: 

1 . Defendant will waive indictment and plead guilty as charged in the Information. The 
Department of Justice, Tax Division and the United States Attorney’s Office for the District of 
Nevada agree not to file any additional charges under Titles 1 8, 26, or 3 1 concerning the conduct 
alleged in the Plea Agreement and Information regarding tax years 1998, 1 999, 2000, 200 1 , 

2002, or 2003, with the understanding.that the Court may consider all of the facts and 
circumstances relating to these years when deciding the appropriate sentence pursuant to 
U.S.S.G. § IB1.3. 

2. This plea is made pursuant to Rule 1 1 of the Federal Rules of Criminal Procedure and 
is not intended to be binding on the Court. 

3. Defendant is aware that his sentence will be imposed in accordance with the 
Sentencing Guidelines and Policy Statements. Defendant is aware that the Court has jurisdiction 
and authority to impose any sentence within the statutory maximum set for the offense to which 
he pleads guilty. 

4. The parties agree that the applicable sentencing guidelines are U.S.S.G. §§ 2T1. 1(a)(1) 
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and 2T4, 1 (J) from the pre-2000 edition of the Sentencing Guidelines. Pursuant to these 
guidelines, the Base Offense Level for this offense is a level 16 because the total tax loss, 
including relevant conduct for the offense is more than $200,000 but less than $325,000. 

5. The Government agrees not to oppose Defendant’s request for a reduction for 
acceptance of responsibility under U.S.S.G. § 3EI.1 as long as he continues to demonstrate his 
acceptance of responsibility in all further proceedings, including interview’s w'ith the United 
States Probation Office. The parties agree that the Government is not bound by the U.S. 
Probation Office’s decision as to whether Defendant has acceptwl responsibility, and it is 
understood that the Government will make its own independent evaluation of this adjustment to 
the offense level. 

6. The parties agree that there are no other applicable Chapter Two or Chapter Three 
adjustments. 

7. The parties agree that the Offense Level calculation set forth above is based upon 
information concerning this offense and the Defendant as it is known at the present time and 
could change based upon the investigation by the United States Probation Office and after the 
Court makes its own detemiination of the appropriate Offense Level. The parties further 
acknowledge that the determination of the Criminal History Category directly affects the possible 
sentencing range available to the Court. The parties have not made any stipulation concerning 
the Defendant’s Criminal History Category. 

8. Defendant understands that pursuant to the United States Sentencing Guidelines, his 
sentence maybe enhanced based on various facts that are relevant to the charge against him, but 
that were not found bj^ury. Defendant understands that the Supreme Court’s decision in 

Bkkelv’v.-ijiitted'Sfa!es rS42 U.S. (2004), could be interpreted to require the United States 

to allege such facts in an indictment and prove such facts to a jury beyond a reasonable doubt. 
Understanding these issues and having consulted with his attorney, Defendant hereby agrees to 
have his sentence determined under the United States Sentencing Guidelines and waives his right 
to raise any constitutional challenge to the validity of those Guidelines. Defendant also hereby 
waives any and all rights he may have under the Fifth and Sixth Amendments as interpreted in 
Blakely , including, but not limited to, any right to have facts that would increase his sentence 
alleged in an indictment and found by a jury beyond a reasonable doubt. In addition. Defendant 
agrees that such facts may be found by the judge by a preponderance of the evidence based on 
any reliable oidence, including hearsay and the stipulations and factual statements in this 
agreement, Defendant does not waive any rights he may have under the Fifth and Sixth 
Amendments as interpreted in Blakelv as to enhancements and upward adjustments not agreed to 
in this agreement. 

9. Defendant agrees to meet and cooperate with Internal Revenue Service officials in the 
determination and satisfaction of his individual and corporate civil tax liabilities. Defendant 
consents to any motion by the United States under Rule 6(e)(3)(C) of the Federal Rules of 
Criminal Procedure, to disclose grand jury material to the Internal Revenue Service for use in 
computing and collecting Defendant’s individual and corporate taxes, interest and penalties, and 
to the civil and forfeiture sections of the United Stales Attorney’s Office for use in identifying 
assets and collecting fines and restitution. Defendant further agrees to make all books, records 
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and documents available to the Internal Revenue Service for use in computing Defendant’s 
individual and corporate taxes, interest and penalties for the years 1 995 through 2003. Defendant 
agrees to cooperate fully with the IRS in filing true and correct individual and corporate tax 
returns for the years 1 995 through 2003 and in determining his corrected tax liability for the years 
1995 through 2003, including any penalties and interest owed. Defendant agrees to make 
satisfactory arrangements with the IRS for payment of any taxes, penalties and interest owed. 
Defendant reserves the right to pursue all applicable civil administrative and judicial remedies 
with the IRS should he dispute the IRS’s tax liability findings and conclusions. 

10. Defendant agrees to fully and honestly cooperate with the Government in this and 
other investigations by submitting to interviews with and offering assistance to the Department of 
Justice, United States Attorney’s Office for the District of Nevada, the Internal Revenue Service 
and any other State or Federal agency. Defendant agrees to give truthful and complete statements 
or testimony in interviews and before any grand jury or during any trial. Should the Government 
be satisfied, in its sole discretion, that Defendant has provided substantial assistance to the 
United States consistent with his obligations as set forth above, then the Government, prior to 
Defendant’s sentencing, will file a motion pursuant to U.S.S.G. § 5K1 . 1 . The motion will 
recommend that the Court impose a sentence below the total offense level as finally computed by 
the Probation Department. The extent of the downward departure, if made, is at the sole 
discretion of the Government. The criteria which will guide the Government in determining 
whether to execute the potential concessions will be an evaluation of Defendant’s honesty, 
forthrightness, truthfulness and completeness during any statements and/or testimony he may 
give in the course of this investigation. Another consideration in determining whether the 
Government will file a downward departure motion will be the value of Defendant’s assistance. 

1 1 . Defendant is also aware that 1 8 U.S.C. § 3742 gives him a right to appeal the 
sentence to be imposed and that other federal laws give him rights to appeal other aspects of his 
conviction. In exchange for the concessions made by the United States in the instant Plea 
Agreement, Defendant knowingly and expressly waives his right to appeal any sentence to be 
imposed that is within the applicable Sentencing Guidelines range, further waives his right to 
appeal the manner in which the sentence was determined on the grounds set forth in 1 8 U.S.C. § 
3742, and further waives his right to appeal any other aspects of his conviction or sentence. 
Defendant reserves only the right to appeal any sentence imposed to the extent, but only to the 
extent, that the sentence is an upward departure and outside the range established by the 
applicable Sentencing Guidelines. 

n PENALTY 

A. Stamtorv : 

18 U.S.C. § 371 provides for a penalty of imprisonment of not more than 5 years, or a 
fine of not more than $250,000, or both, together with the costs of prosecution. 18 U.S.C. § 
3571(bK3). 

B. Sentencing Guidelines 

Probation is available if the minimum term of imprisonment under the Guideline range is 
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in Zone A. U.S.S.G. § 5B1 .1(a)(1) and §5BCl.l(b). 

If the minimum term is in Zone B, probation is only available if it includes a condition or 
combination of conditions that require intermittent confinement, community confinement, or 
home detention. U.S.S.G. § 5Bl.l(aX2) and § SCI. 1(c)(3). The Court may also impose a 
sentence of imprisonment that includes a term of supervised release with a condition that 
substitutes community confinement or home detention, provided that at least one month is 
satisfied by imprisonment. U.S.S.G, § 5Cl.l(cX2). 

If the minimum term is in Zone C, a term of imprisonment must be imposed, but may 
include a term of supervised release with a condition that substitutes community confinement or 
home detention, but at least one-half the minimum term must be satisfied by imprisonment. 
U.S.S.G. §5C1. 1(d)(2). 

If the minimum term is in Zone D, then the minimum term must be satisfied by a 
sentence of imprisonment only. U.S.S.G. § 5C1.1(0- 

A federal prison sentence can no longer be shortened by early release on parole, because 
parole has been abolished. However, Defendant may qualify for a reduction of approximately 
15% of his sentence for good conduct. 18 U.S.C. § 3624(b). Under U.S.S.G. § 5D1. 1(a), a term 
of supervised release following a term of imprisonment is required when the term of 
imprisonment is more than one year. A term of supervised release is discretionary in any other 
case. U.S.S.G. § 5D 1.1(b). Under 18 U.S.C. § 3559(a)(4), the violation set forth in the 
Information is a Class D felony and, therefore, pursuant to U.S.S.G. § 5D1 .2(b)(2), a term of 
supers'ised release of at least two years but not more than three years must be ordered, if a term 
of supervised release is imposed. 1 8 U.S.C. § 3583(bX2). 

Under the provisions of U.S.S.G. § 5E1.2(a), the Court is required to impose a fine unless 
Defendant establishes that he is unable to pay any fine. However, U.S.S.G. § 5E 1 ,2(f) allows the 
Court to lower or waive any fine or impose an alternative sanction such as community service, if 
Defendant establishes that he does not have the ability to pay a fine. 

18 U.S.C. §§ 3663 or 3663A and U.S.S.G. § 5EI.1 permit restitution as deemed 
appropriate by the Court. 

Pursuant to 18 U.S.C. § 3013(a)(2)(A) and U.S.S.G, § 3E1.3, the Courtis required to 
impose a special assessment in the amount of $100.00. This special assessment shall be 
collected in the same manner that fines are collected in criminal cases. 

HI ESSENTIAL ELEMENTS OF THE OFFENSE 

Before a verdict of guilty can be found, the Government would have to prove the 
following elements of 1 8 U.S.C. § 37 1 beyond a reasonable doubt: 

1 . The existence of an agreement by two or more persons to defraud the United 
States; 

2. To impede, impair, obstruct or defeat the lawful assessment and collection of 
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income taxes by deceitful and dishonest means; and 

3 . The commission of an overt act in furtherance of the conspiracy. 

IV FACTUAL STATEMENT RELEVANT TO SENTENCING 

From in or about January 1995, and continuing thereafter up to and including at least 
September 4, 2002, in the District of Nevada and elsewhere. Defendant ROBERT F. 
HOLLIDAY, did unlawfully, willfully, and knowingly conspire and agree with Lawrence Turpen 
and others, known and unknown, to defraud the United States through deceitful and dishonest 
means by impeding, impairing, obstructing, and defeating the lawful functions of the IRS, United 
States Department of Treasury, in the ascertainment, computation, assessment and collection of 
income taxes. 


In approximately 1995, Defendant sought assistance from Turpen in illegally reducing 
and defeating the assessment and collection of his taxes. Defendant and Turpen created domestic 
and offshore corporations for the purpose of transferring business income offshore to reduce or 
eliminate taxable income. Among the corporations set up by Defendant and Turpen were 
Business Directions, Inc, a Nevada corporation, and Landmark Planning, Ltd, an Isle of Man 
corporation. 

Defendant and Turpen disguised Defendant’s beneficial interest in the domestic and 
offshore corporations through the use of nominee individuals and resident agent services for 
those companies. Defendant was designated the “consultant” to Landmark Planning, Ltd., but 
maintained complete control over the source and application of the funds of the domestic and 
offshore corporations. Defendant caused Landmark Planning, Ltd. to pay quarterly fees to 
Turpen’s company, Intercon Associates, for the maintenance of these corporate structures. 

Defendant and Turpen devised and conducted sham transactions between the domestic 
and offshore corporations to move income to the untaxed offshore entity and to reduce or 
eliminate the corporate tax liabilities of the domestic entity. These transactions had no economic 
substance. To create the appearance of legitimate business relationships between the domestic 
and offshore structure, Defendant documented these transactions as research, consulting, or 
management expenses. 


From 1 996 to 2003, Defendant provided the Business Directions, Inc. tax return preparer 
with false income and expense information that included the sham transactions between Business 
Directions, Inc. and Landmark Planning, Ltd. Based in part on this information, the return 
preparer prepared false corporate income tax returns for tax years 1996 through 20^ r^^ting in 
a total tax loss greater than $200,000 but less than $325,000. A ^ 


Defendant repatriated the untaxed money from his offshore corporation by obtaining 
purported loans from the offshore corporation. As purported loans, these transactions were not 
included in Defendant’s income. Defendant knew that these loans were fraudulent, self-dealing 
transactions in which he was borrowing money from himself. 
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V STATEMENT OF THE DEFENDANT 

I, ROBERT F. HOLLIDAY, hereby acknowledge that I have thoroughly read and 
reviewed this memorandum and agree that it completely and accurately states the facts 
supporting my plea of guilty and the negotiations between myself, my attorney, and the 
Government. 1 have discussed the contents of this memorandum with my attorney and they have 
been explained to my satisfaction. 

I have explained the facts and circumstances surrounding this case completely to my 
attorney and have been advised of what legal courses of action I may take. These discus.sions 
have included what might happen if i go to trial, what evidence the Government has against me, 
and the possible defenses, if any, I may have to these criminal charges. 

My attorney has not promised me anything not mentioned in this plea memorandum and, 
in particular, my attorney has not promised that I will get any specific sentence. I understand that 
any discussion with my attorney about the possible sentence 1 might receive from the Court are 
just predictions and not binding on the Court. 1 know 1 cannot withdraw my guilty plea because 
my attorney’s sentencing predictions turn out to be wrong. 

My attorney has also explained to me my Constitutional rights, including my right to a 
jury trial, to confront my accusers, to call witnesses on my own behalf, and my right to remain 
silent. My attorney has further explained to me that 1 have to waive these rights, that is, give 
them up, in order to have my guilty plea accepted by the Court. 

I understand that the Government will fully inform the Court and the United States 
Probation Office of the nature, scope, and extent of my conduct regarding the facts and 
circumstances of the charges against me, and any and all related matters in aggravation or 
mitigation concerning the issue of my sentencing. 

I know if the Government is making a non-binding recommendation as to what type of 
sentence I should receive, the Court does not have to follow that recommendation. I also 
understand that I cannot withdraw my guilty plea because the Court decides to not follow the 
non-binding sentencing recommendation of the Government. 

I further understand that the matter of sentencing is entirely up to the Court. Any 
stipulations or agreements between myself, my attorney, and the Government are not binding 
upon the Court. 1 know the Court will decide my sentence based upon the facts of this case, my 
personal background, and the Sentencing Guidelines. 
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Finally, I understand that the decision to plead guilty or go to trial is mine alone. As 
stated above, I have discussed this case fully with my attorney and received legal advice about 
what is the best course of action that 1 should take. My decision after receiving this advice is to 
plead guilty under this agreement. 



BRUCE MORRIS Date 

Counsel for Defendant 
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1. "LANDMARK PLANNING LTD" PLAN SUMMARY 

I. 1. THIS DOCUMENT IS PREPARED FOR THE BENEFIT OF THE COMPANY BOARD OF 

DIRECTORS, ITS EMPLOYEES, AND CONSULTANTS. IF YOU DO NOT MEET ONE OF THESE 
QUALIFICATIONS YOU SHOULD STOP READING IMMEDIATELY. 

Welcome as a client of Intercon Associates and its affiliated companies throughout the world. 
Intercon is the parent company of a network of companies with investment and business administration 
contacts world wide that offer its clients international business opportunities. 

I I . LAD Financial Service is the contracted United States representative of Intercon Associates, Ltd, 
which is itself an international business consultancy firm. The primary service of Intercon Associates is to 
operate foreign companies on behalf of oiu* clients in a way that will enable them to effectively do business 
worldwide ficm a tax fi*ee jurisdiction. Through LAD Financial Service, we continually meet and work 
with our clients and discuss the various opportunities that may exist for international expansion of their 
business. We also discuss the many options for capita] accumulation and preservation through the use of 
foreign or domestic asset protection and accumulation entities. 

1 J. Inasmuch as you and your advisors have indicated your desire to contract with Intercon Associates 

to establish such a business structure, we hereby submit this business summary. The information submitted 
to us and the additional information gathered from personal contact are used as the basis of this report 
When it is determined that affiliation with a foreign company or' trust would be helpful to the client, 
persotmel from LAD will refer the matter to one of our associated companies in Europe or the Caribbean 
for the actual formation and management of the company entity. 

1.4. When the structure is properly established it can be any kind of business or financial sovice. We 
strive to set tqr the company and to operate it in such a way that there are no residual problems that may 
arise in the future due to the clients affiliation with the company structure. We try to do it in a timely 
manner, consistent with good business judgment. 

1.5. In this document, the first step in our "International Business Plan," we will more specifically 
tailor our comments to your specific needs. In our periodic update of this document for our clients we 
often give specific procedures and suggestions for the successful operation of the company. 

1.6. Your initial plan will include the use of an Isle of Man Hybrid Guarantee company with two 
classes of members. The Class A members will be the guarantors or their appointed directors. These will 
both be bonded foreign individuals resident or non-resident on the Isle of Man, who will act as the officers 
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and directors of the company. The B member will be you or your assignees. To break the connecting 
factor. Class B members have no vote in company operations but are given the rights of distribution of 
company assets. 

L7. We want to assure you as active members of the Intemadonal Tax Planners Association, the Off 
Shore Institute, and as consultants committed to the good of our clients, we will do our utmost to give you 
the best possible comprehensive international business service. Our in house legal staff is prepared to offer 
you required legal services at the best possible rates and with tibe utmost attention to detail. 

2. THE FHIST MEETING OF "LANDMARK PLANNING LTD" 

2.1. The basis of our program is Business. And the business of business is business. It is legal to do 
business and to interact with other business people in any part of the world. You must be sure your 
product or service is a legal transaction between countries but in all cases some form of business can take 
place. You should always structure business transactions in the form of a contract 

22 . Another important fact to remember is that each of us is in business in some way in virtually every 
thing we do. We are all salesmen and without a successful sale of our idea, product, or service there is no 
exchange of money or goodwill. So everything we do will center around the successful irartsaction of 
some sort of business. 

2.3. You are an experienced businessperson and are well trained in your particular field. Though we 
are always interested in the particular business the client undertakes, we make no effort to advise him on 
those details. Our expertise is in basic international company management and structure. We always 
stand ready to assist in die analysis of transactions and helping the client through the intricacies of these. 
In any case, so that we will know your intent, feel &ee to discuss with us in detail your plans wifli regard to 
off shore involvement 

2.4. Each new client offers a new and different challenge. The needs of no two clients ate exactly 
alike. For instance, since "Landmark Planning Ltd” is essentially a holding company, or investment 
company we choose to domicile it in a different country fean one that is to be used as a normal sales or 
management company. An active company is welcome in virtually any international jurisdictiort 
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3. THE NEED FOR PROFESSIONAL ESTATE PLANNING 

3.1. Our role is one of international business consultancy and company administration. Though our 
company associates may make suggestirais, we do not make any final investment decisions or do domestic 
estate planning. We leave the former to the client and his advisors, and the latter to the professional tax 
attorneys and accountants. However, our experience and activity in this area give us die opportunity to see 
and evaluate the ability of many such professionals. Indeed, our office is afiSliated widi several legal firms 
and offers comprehensive estate planning as well as business and tax planning. 

3.2. That is not to say that we leave you to your own devices. We do not We attempt to constantly 
keep you informed with regard to trends in currency and interest rates in the five or six strong currencies of 
the world. This will allow you to make intelligent decisions with regard to which cniiency to use in your 
international investment program in order to maximize the return due to currency fluctuations. 

3.3. Though we are not attorneys we are often asked by our clients or prospective clients if we can 
assist them in the self administration of the international company or trust Through the good offices of 
LAD Financial Service, we are happy to do so and have developed a complete library of forms to make it 
possible to create many of die domestic and international structures. Many legal forms are m the public 
domain. An astute businessperson will use these forms and has them reviewed by an attorney saving 
hundreds of dollars in legal fees. 

3.4. A potential client with assets or net worth in excess of $75,000 should not go anodier day without 
setting up a single "Living Trust" and a "Will" Both of these documents are in our library and can be 
easily prepared for you at a minimum cost They are simple and inexpensive to use and can save diousands 
of dollars in probate costs in the event of your death. 

3.5. When a persons domestic estate has grown to over $ ! 3 . million we insist that he or she meet with 
a competent estate planner or lawyer and include the integration of our off shore planning with a complete 
domestic estate plan. We choose to work with several trustees, estate plarmers, and attonteys who 
understand off shore integration and will work with our clients to review their estate plarming needs and to 
set up these domestic structures. If this is your desire we will be happy to supply you wilh a name. At 
this point an international trust is almost always a part of the scheme. 

3;6. We would hope that you have already attended to this important aspect of financial planning. If 
you have not done so, and it is determined that this is an essential step, we will make that recommsodation. 
There are many attorneys and accountants in the International Tax Planning Association that are extremely 
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well qualified in tliis area of expertise. We also work with clients of three of the four most prominent 
international trust attorneys in the United States. 


SERVICES OF INTERCON ASSOCIATES 

4. ABOUT "INTERCON ASSOCIATES, LTD" 

4.1. Just as it is important that we know about you, in order to evaluate our services it is necessary that 
you know a little about us. As stated earlier, Intercon Associates is an off shore company with 
administrative offices in London. Intercon does company formation and administrative work on behalf of 
our clients in all parts of the world. We specialize in high net worth individuals from high tax jurisdictions. 

4.2. Pursuant to your request Intercon Associates has created the first essential element in off shore 
structures for your use. This is the Hybrid Guarantee Company on the Isle of Man that is mote completely 
described below. This is the basic company that can serve as tiie "Bank or Investment Company” if it is to 
stand alone. It is also used as the creator of the second level "trust” company if a "BTO" company 
structure is to be used. 

4.3. The ongoing consultation we offer, of which fliis document is an integral part, will prepare you to 
use all the tools at your disposal to maximize the return on your capital or investment dollars. Oar services 
include not only the set up and operation of a company in your behalf, but ongoing company management, 
the maintenance of necessary company records, an off shore address, and payment of all regidar fees and 
assessments in coimection with the company structure. 


5. OUR EIGHT POINT SERVICE COMMITMENT 

5.1. NUMBER 1. As a direct result of our consultation wMi you and our analysis of your needs, 
Intercon Associates will undertake to create a company structure and to offer you the responsibfe position 
of "Managing Consultant” We instruct the directors of the company to appoint you to tiiis position of 
responsibility and to give you complete responsibility with regard to the source and application offimds. 

5.2. We then undertake the responsibility of helping you use the company to maximize tiie return to 
the company and tiius indirectly to you. We do this through ongoing consultation and advisory services. 
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If it is necessary to create additional structures to accomplish your objectives, we will do this in die proper 
jurisdiction for a nominal fee. 

5.3. It should be stressed that you may be the only employee of the company and the directors by 
tradition and custom will ratify your decisions and will support your actions. You can count on this if they 
are assured that your actions are legal and will not cause harm to any individual connected with the 
company administration. 

5.4. NUMBER 2. We encourage our clients to become well read and knowledgeable in the fields of 
Business Trusts, Asset Protection Trusts, International Business Organizations, and other entities that make 
up the arsenal of tools available to us as international business planners. We trust that each client has read 
our book, “How and Why Americans Go Offshore” This is the first step in understanding what we do and 
how we do it 

5.5. Thou^ many of our clients do not initiaily need or use the trust system to its maximum 
advantage, it is always available and can be put in place at any time. The importance of diis continuing 
education is that the rules of action with regard to trusts also applies to companies. If you substantiate your 
activity in the company to the same degree recommended in die trust organization you will not find 
problems with government or tax authorities. 

5.6. NUMBER 3 Intercon Associates as the fcnmder of the company will retain the position of 
"Assistant Administrator" and in that capacity retain the responsibility for selection of the guarantors, 
suitable company administration, the registered agent in the chosen country of domicile, and oversight 
with regard to the time charges that are charged to the company. 

5.7. People with moderate means who use foreign companies find that often all the profit they could 
make in the company can be used up by time charges that are raised against die company by the company 
administrates. By contracting with Intercon Associates, you have effectively put an advocate on your 
side who is experienced and knowledgeable and can deal with die agents fi'om a position of strength. 

5.8. This is very important since most of the costs in international company administradon can be 
caused by indiscriminate and imnecessary work resulting in cosdy time charges being raised against your 
company. The fact that die experienced persormel of Intercon can review these charges and httmeede in 
your behalf will result in considerable reduction in imnecessary charges. If you so desire, fees raised 
against the company can be reviewed by Intercon personnel before they are sent on to you for ^iproval for 
payment. 
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5.9. NUMBER 4 We create a definite BREAK IN THE CONNECTING FACTORS between you and the 
company by retaining unto Intercon Associates the responsibility for paying tiie fees to the country of 
company domicile along with die annual standing charges as long as our association stays active and 
current TTiis means that you as a citizen of the United States is never are in a positicHi to write a check to 
the foreign govemmcant or administrator. 

5.10. 1116 payment of fees to government agencies is the first sign of activity with regard to off shore 
companies. With the structural plan that is organized by Intercon ftese fees are never raised to you 
directly. In fact, the address used on the company documents is in no way linked to you, the company is 
not organimd by you and your role is reduced in documented form to that of a responsible consultant. 

5.11. As long as Intercon assumes this responsibility with regard to die aimual payment of fees, you are 
not substantially connected with the ownership and direction of the company. You can legally and 
logically take the position that it is not a controlled foreign company nor are you a director or in control of 
the bank accounts. 

5.12. As a matter of fact, as a rule signature power on the company bank account is held by the 
company administrator and the directors, together with the designated bank officer. They will respond to 
your direction as the responsible employee and will act on your requests in a timely manner. Additionally, 
for your security, the board will allow you to set up control codes with the bank that gives you effective 
oversight of the accounts. These control codes can be explained in detail in our personal consultations. It 
therefore is not necessary to disclose your signature on a foreign account 

5.13. NUMBER 5, We do not leave our clients to fend for themselves in die investment world. We are 
aware that there are differences in die opportunities available to you through "Landmark Planning Ltd" and 
always strive to keep you abreast of the best of the lot Having once created a company for the use of our 
clients, if requested we are obligated to provide that business with sound investment advice. 

5.14. Therefore we retain an interest in an investment advisory service in London, and make available 
to our consultant/clients ongoing investment advisory services. We suggest that the client/consuhant meet 
with the advisors and discuss their investment philosophy as well as the various inoducts that are available 
to them. As your investment advisory service we will be responsible for suggesting the alloca&m of the 
excess assets of "Landmark Planning Ltd." 
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5.15. A part of this advisory service is to provide opportunities where our clients can meet and discuss 
their investment objectives with principle providers of investment products front around the world. To do 
this we will constantly make our clients aware of various seminars offered by others. We also find that we 
are in a position to refer clients to well-known investment advisors in this country who know and 
undeistand the system and use of foreign companies for investment purposes. 

5.16. In most cases there are few additional charges other dtan the quarterly fees passed to the company. 
This is especially true if introductory fees paid to Intercon Associates in the (xrurse of placing investments 
on behalf of the company generate adequate income to off set the costs raised by the administrators 
involved in company management If there are no income producing investments these costs are paid by 
the company to the each of die administrators. 

5.17. NUMBER 6 We set up and maintain office accommodation facilities for "Landmaik Planning 
Ltd" in London, where important records with regard to the company, such as the company charter, 
bylaws, and aimual minutes are available at your convenience. 

5.18. In some cases acting on the request of the client we will also retain copies of documents and other 
data that is best kept at a remote address. For practical purposes this is the "Landmark Planning Ltd" office 
and you are encouraged to keep whatever you feel is necessary at that address. 

5.19. NUMBER? We provide mail forwarding service for "Landmark Plamiing Ltd," so that you can' 
confidently use the London office for receipt of certain mail that for one reason or another ctxild not be 
delivered to the United States. The required quarterly fees to Intercon Associates includes a postage 
allowance. 

5.20. It is a fact that many of the better Mutual Funds will not send their prospectus to die United States. 
They are prohibited, Jnpm , doing so, because they have not submitted them to die costly and unnecessary 
review by the SEC. If you hear of such a fund, or if you should read about it in the London Financial 
Times, you can request that the prospectus be sent to the company address in London. From there it will 
be sent to you in our regular mail forwarding service packet 

5.21. NUMBER 8 The phone is answered at the London office in a general manner and you can 
confidently ask your business associates to call you at that location. A message will be taken and will be 
faxed or mailed to the address you specify for contact in this country. Though this service is rar^ used it 
is available diould you desire to use it 
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5^2. We will, if the client company requires, set up a private line and answer the phone in the name of 
"Landmark Planning Ltd." "Landmark Planning Ltd" would be charged for the telephone equipment and 
service provided by British Telecom. 

6. THIS INTERNATIONAL BUSINESS PLAN AND SUBSEQUENT UP-DATES 

6.1. In order to clearly understand our system you should review the "Four Square Analysis" that is 
outlined in Chapter 15 of the book “ How and Why Americans Go Offshore." All of the structures used by 
Intercon Associates clients are in fact set up and maintained by a foreign company and as such are foreign 
source companies. The initial capitalization as well as the operating structure is a fimction of the 
administration of "Landmark Planning Ltd" by Intercon Associates. 

6.2. With regard to the international aspects of your financial affairs, we like to start each client witfi 
this document as the first in a series of reports designed to bring you up to speed in your relationship to the 
international marketplace. You also will receive a periodic up-date that can serve as an operations manual 
for "Landmark Planning Ltd." In fact, we generally report to our clients upon our return from each trip 
abroad. 


6.3. Much of the information that will compose the corpus of this plan will be added over time either 
in consultation, by letter, or indeed as a periodic addendum to this document It is our suggestion that you 
read this and store it in .a secure place. It will not serve your purpose well, to make tiiis material available 
to anyone other flian yourself. So, treat it as a very inivate document We will be happy to store it in your 
file in Londoit if tfiat is your desire. 

6.4. Obviously, the information requested in our initial interview was general and may not all have 
been needed for this initia] report However, this information will add additional information to our body 
of knowledge about you and your business plans. However, more detailed information may be needed 
should you require more complex business systems in the future. That information, together wMi fliis plan, 
will generate die basis of a sound and acceptable international structure. 

6.5. Generally within the first six months of association with the client, we estimate that fte initial 
analysis, reporting and consultation for the average client will take over 15 hours to prepare and will 
produce over 45 pages of written recommendations. This document is an essential part of dial information. 
We include that estimated time in the initial consultation fee fliat was paid to LAD Financial Service. 
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6.6. We will continue to take advantage of input from the network of consultants who are active 
manbers of The ITPA and The Off Shore Institute. The business plan we recommend Will continue to 
satisfy the three essential criteria of "Off Shore" business planning. Additionally, our quarterly fee 
includes an estimate of two hours of consultation time, so with careful planning you should never need to 
pay additional fees for excess consultancy services. 

6.7. Before proceeding with any service, based on die outline of our services as provided in this 
document, we suggest you consult with your own attorney or accountant Advise them of your intent and 
be assured that this is legal and will not constitute fraud or tax evasion. If you can not be comfortable with 
the proposal because of advice contraiy to ours, the use of the companies will never succeed. 

6.8. The completion of this document with the payment of the apprtgiriate fee will constitute an 
agreement between you and Intercon Associates fm them to go ahead with the necessary steps to establish 
an international system for your use as outlined in this "Confidential INTERNATIONAL BUSINESS Plan" 
and to operate a company with which you can woik as managing consultant or managmg director. 

6.9. It also assumes you to be die only employee of the company and as such responsible for the assets 
of die company and the source and application of funds. This fact will be included in the organizational 
minutes of the company or trust. This gives you some degree of security and control widiout making the 
entity a controlled foreign corporation. 

6.10. It is also understood that die corporate minutes will reflect diat Intercon Associates will be 
designated as an Assistant Administrator of this corporation and that the quarterly fees for dial s^ice will 
be automatically paid from the corporate checking account 

6.11. While this contract is in force it should be clear to you that you do not "own" the foreign 
company, , It js not yours. The stock is owned by others (trusts or nominees) and you are given an 
important position of responsibility diat carries with it very clear and complete administrative duties. 

6.12. Clearly our goal is to provide ongoing useful and valuable service. Though we would hope to 
serve you over the long term, it is possible to cancel the contract with Intercon Associates. Your job with 
die company is secure. It is based on performance only and the decision with regard to longevity is yours 
alone. However, should you desire at any time in the future to cease your involvement with die company 
and to discontinue any relationship it is done in the following manner. 
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12. THE ROLE OF "PAPILLON" AND "BLACKSTONE" 

12.1. Die Intercon Associates Group of Companies includes two companies dial are maintained for our 
own use and as a service to our company clients. Intercon Associates itself is no different than the other 
companies we create for the use of our clients. We use the same types of structures and use the same rules 
of action with regard to access to the foreign market For those reasons there are two companies in the 
scheme that are useful to us all. 

12.2. Papillon Ltd is a holding company that holds title to stock or acts as the guarantor of various 
companies in our overall organization. In the case where a client wants no connection at all it is important 
to have a company in the plan diat is managed by people with whom he can have confidence and to whom 
he can turn for security of die structure. Diis is someone you can know. 

12.3. Blackstone, Ltd is a conduit company which has been issued a TIN by the IRS. This is am 
important entity if any client is doing business in the United States and wishes to insulate his company 
from any tax exposure and still stay stricdy within the limits of the law. 

12.4. When a client wishes to use die services of Blackstone as a conduit he simply uses die name 
Blackstone in place of the name of his own company in the transaction and Blackstone will pass on the 
asset to the clients unlinked company. There is a fee of 2% of die value of any asset passed throu^ 
Blackstone. Therefore you should consider the use of Blackstone carefully. At some point it would be in 
your best interest to establish your own conduit company and to pay the fees associated with the 
maintenance of an additional company connecting to your own "Piggy Bank" company, "Landmark 
Planning Ltd". 

13. THE ISLE OF MAN "GUARANTEE" COMPANY 

13.1. Clearly, the most important single element in any structure is the initial step. For this puipose we 
favor the use of a discretionary trust, or die Isle of Man Hybrid Guarantee company, which is in 6ct a form 
of trust relationship. It is here that we break that connecting factor. We find, in general, clients need to 
understand the role of Isle of Man unique version of this company structure know as a Hybrid. 
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13.2. A more detailed explanation of this company use is essential to your understanding of how the 
Intercon system works. ITiis is something diat can not be fully explained in the book. The detail must be a 
part of our report to you, be given to you in a memo such as this, or in personal consultation. 

13.3. It is essential in any off shore structure that is designed to withstand an inquisition by any 
government agency that the United States citizen be totally and completely unlinked from the company. 
Early on, think of the first Guarantee or Hybrid as your "piggy bank". Later on you will see where ftis is 
important 

13.4. The essential difference between the Guarantee Company and the Hybrid version of the Guarantee 
Company is that the latter offers the possibility of share capital distributed to investors in the company. 
This would allow a company to differentiate between Class B members with rights of di^bution of 
company assets and passive investors in the company who expect a return on investment with specific 
interest. 


13.5. You can have a powerful position of responsibility within the company operations, but you can 
not control the board of directors, nor should you have signature power on a foreign account of the 
company in excess of $ 1 0,000. Obviously, any properly run company will have accounts in excess of that 
amount, so it is necessary to make the decision with regard to signature power. 

13.6. The proper use of the Guarantee or Hybrid company as described m our book in the appendix 
entitled "Isle of Man" is critical to this concept. In essence, we must re-create the individual as a foreigner 
through the use of this unique company structure. Each mdividual who woiks with us is so re-created. 

13.7. It is tiiis first level company that owns stock m other companies, is the beneficiary of any trust 
subsequently formed, goes into partnerships with other "re-created" mdividuals or goes directly into the 
investment business itself. It is this company that holds your interest in whatever business venture is 
carried on off shore. It is the first step in any company organization that is created by Intercon Associates 
in your behalf 

13.8. When a company is put in place for single use of one individual we find that we are oftai able to 
create the structure with the simple direct use of the Guarantee or Hybrid as an operating company. In 
other cases, when the individual indicates the possibility of additional structures in the future we 
immediately go to a second level trust or operating company, or if this is anticipated in advance, we may 
put the entire trust and company structure in place at once. 
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13.9. When a partnership of two people is involve4 even if they are related by marriage or family, in 
order to separate their individual interest we may need to create three companies. A Holding company for 
each of the partners to represent his interest in die partnership, and a company limited by shares or 
guarantee for the operating company itself, where all the business activity will take place. 

13.10. In an illustrative example of a more complex case there may be five silent partners who will only 
receive their share of the profits of the foreign operations and two who are the principles of the 
organization. Since this is seven people, in this case we would form ei^t companies, one holding 
company for each individual involved and one company limited by shares wherein the distribution of the 
profits would be preset in proportion to die share ownership held by each of die individual hybrids. 

13.1 1. The key element of your involvement widi the Guarantee or Hybrid is that you are elected as an 
"associate member" or Class ”B" member with rights of distfibution, but without the right to vote. This 
takes you out of the control loop but gives you the right to the distribution of all the assets by decision of 
the directors or should die company ever be dissolved. It is diis that gives the Guarantee company the 
appearance of a trust 

13.12. Each new client is started as a Hybrid Guarantee company and builds his business structure from 
that base. So, as you can see, it makes it possible for you to get into and out of partnerships or investments 
without regard to what the other stockholders may do. It makes it possible for you to be involved but 
unlinked. 

13.13. With the subsequent formation of an operating company limited by shares, or indeed in the 
Hybrid company itself if there is only one active individual involved who will only be investing the 
company funds, you as an individual are given a very important job with permanent job security. 

13,14..: You.as the CEO,.dealing direcdy with the selected registered agent, are responsible for the source 
and application of funds. You alone are responsible for the assets of the company. No one else is given 
that responsibility and no disbursements can take place witiiout your approval as the responsible employee. 

13.15. Many of the double or triple trust systems rely on the first foreign trust being formed by an 
independent off shore entity. Clearly, Intercon Associates by establishing that first off shore company 
could be the grantor or settlor of a first level foreign trust The attached chart illustrates a complete 
integrated company/trust structure with all the components in place. The final section of this report gives 
the logical steps we would recommend for your purposes. 
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14. THE SELECTION OF THE RIGHT JURISDICTION 

14.1. The second criteria is, if necessary, to extend the international business concept to include 
workable and beneficial arrangements in countries that have a double tax treaty with the United States 
thereby avoiding any withholding tax on interest, dividends, and royalties that is due fi-om payments made 
to a tax haven. The tax treaties make it possible to deal with the problem of US Source withholding. 

14.2. There are many countries that have tax treaties with the United States that contain very favorable 
administrative loop holes. Our job will be to research fliese countries and to recommend the best possible 
jurisdiction. 

14.3. There are many jurisdictions throughout the world tiiat offer tremendous advantages for us to 
consider in determining the optimum structure for your purposes. Later as the company assets and estate 
value grows we may consider Switzerland, Austria, Gibraltar or Malta for favorable jurisdictions with 
treaty provisions. 

14.4. Ireland, for example, has many fine treaty provisions that are available to us as United States 
citizens. In order to access this treaty and to handle such payments as interest and dividends, we often will 
find the need to create a new Irish non-resident company or trust and apply for a Tax ID number. This new 
entity would be resident in Ireland for tax purposes. 

14.5. As the profits in the Irish company grow we will pay it off to the original financial holding 
company in the Isle of Man which we like to think of as your piggy bank. Every foreign structure will at 
some point need a piggy bank in a tax fiee off shore jurisdiction. This is why we start with the Guarantee 
or Hybrid company structure which is our initial unit, with the possibility that as the structrrre guws we 
may need to create a new operational center for our organization. 

14.6. Finally we will make several suggestions that involve the concept of up-streaming and interrupted 
cash flow that are specific to your business activity. We give you these ideas to start you thinking of ways 
to gain maximum beneficial use of the company structure. Remember, the company that has been formed 
is an active business, you are doing business. If your business is legal, you need not worry about the fact 
that it is a payment between jurisdictions. This concept was detailed in our book, is discussed extensively 
in our lectures, and should be clearly understood in order to maximize the transfer of fimds between 
companies and countries. It is a commonly discussed topic in our private consultations. 


15. 


TBE IMPORTANCE OF CONTRACTS 
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15.1. When our forefathers established The United States Constitution they gave serious thought to the 
rights of individuals to enter into contracts without government interference. Article One, Section Ten says 
in part... "No State shall pass any bill of attainder, ex post facto law, or law impairing the obligatiori of 
contracts". 

15.2. This means you have the constitutional right to enter into contracts, and the government is 
forbidden by the constitution to interfere with the terms of your deal. A contract is defined as a situation 
where there is an OFFER AND ACXEPTANCE, between two or more PARTIES, who are of LEGAL AGE AND 
COMPETENT UNDERSTANDING, and there is CONSIDERATION PAID BETWEEN THE PARTIES, and the contract 
has A TERMINATION DATE. 

15.3. It is important that any transaction made between you, as an individual, and the company meet 
diis basic criteria A contract is a constitutional right and is enforceable. So, as you engage in business 
with others in the world market, always be sure you have a valid signed contract between you. The best 
and safest way to be secure in the vahdity of any transaction is to write it up in the format of a contract. 
The secretary or administrative agent of "Landmark Plarming Ltd” is always willing to sign a valid contract 
on behalf of the company. 

15.4. To do this you would need to write up the document for whatever you intend to do in contract 
form, sign it and send it to your registered agent for his signature. The document would then be executed 
and stored in the company minutes and a signed cc^y would be returned to you for your records. Also 
note, there is nothing in the constitution that says the contract has to be good or equitable. Regardless of its 
quality, if it meets the basic contractual elements listed above, the government can not change or challenge 
it 


16. THE USE OF TRUSTS OR CONTRACTUAL COMPANIES 

16.1. In the world of domestic and international business advisors there are a multitude of programs and 
options available to the client Many of them include the use of trusts, asset protection trusts, charitable 
trusts, and domestic or foreign business trust organizations. Each of these may offer opportunities for you 
to enhance the protection of your assets and your international involvement. 

16.2. We are familiar with most of them and have found that there are many effective ways to integrate 
our program with those of most trust advisors. In fact you will find as you study most of the programs 
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offered today that they involve either a US Corporation, a Foreign Corporation or both. We work with 
many advisors and have found that some are better than others. 

16.3. We have discussed this with many of the principle trust advisors and find that they work with a 
modular program exactly like we do. There is no problem working trusts into your overall plan. We will 
be happy to discuss with you how we can co-operate with your trust advisor in the use of our corporate 
structure. In fact diere may come a time when we will advise that you add the trust module to the overall 
scheme. It may be indicated as the best way to accomplish your objectives. 

16.4. The basic premise of our organizational plan is the right of companies to do business with each 
other. This is why we start with a company organized in a foreign jurisdiction Interacting with a company 
organized in the best United States jurisdiction, Nevada. 

16.5. We also feel strongly that a company is designed to do business and an individual can work for it 
or be a consultant to the company without any legal or governmental problems. A trust on the other hand 
is designed to hold title to assets for the benefit of a third party. A proper trust does not allow the grantor 
to interact with die trustee. His only proper input must come through the protector. 

16.6. In order for any trust to be useful in asset protection or international tax planning, it must be an 
Irrevocable Discretionary Trust This must be a Non-Grantor Trust established by a person or entity diat is 
not a citizen of the high tax jurisdiction. This is why we use Intercon Associates as the originator of all 
business or trust entities. These can take the form of an Asset Protection Trust in a domestic or foreign 
jurisdiction, or in some cases can be a fonn of business trust 


THE CONTRACTUAL COMPANY, "MASSACHUSETTS TRUSr 

16.7. There has been considerable interest among our clients on the use of contractual companies, also 
known as the "Pure Trust", the Massachusetts Trust" or the "Business Trust Organization". This is a 
company that is ESTABLISHED BY CONTRACT between two or more people and meets the criteria of a 
contract outlined above. 
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16.8. As stated in this document and as outlined in the attached chart, trusts can be an integral part of 
the overall js-ogram. There are times when they are indicate4 and times we work with the entire structure 
as the initial set-up. Otherwise when such a time is evident we will include it in the scheme. 

16.9. If the original set-up is based on a Foreign lOM Guarantee or Hybrid company, we have already 
included a "foim of trust". We have within this company structure all the elements of a trust and can use it 
as such in the foreign environment The real challenge comes when a client wishes to move the value of 
appreciated assets out of the United States without liquidating diem and paying the accompanying capital 
gains taxes. 

16.10. The trust system becomes very helpful in this instance. If the individual has established an 
irrevocable trust and this trust owns the asset in question, though careful selection of the beneficiary and 
die requirement of distribution of profit die asset can be liquidated after it becomes trust property and can 
thus avoid the capital gains tax. 

16.1 1. The asset must be placed into trust by contract and there must be consideration for the transfer. 
The value you place on it can be its book value or its current value, this is up to you. Clearly, if your 
objective is to move the appreciated value into the trust you would contract to sell it to die trust at a very 
low value, probably what you paid for it originally or the current basis in the property. I always suggest to 
my clients that they make a little profit on the transaction and pay a little tax. 

16.12. The beneficiary of the first trust should be an international trust, domiciled off shore. In order for 
the second trust to work, it should be established for you in an "arms length" transaction. Intercon 
Associates will grant an irrevocable trust naming your foreign company as the beneficiary. "Papillon, Ltd" 
will be named as the protector and in that capacity can protect your interest through the Intercon System. 


17. WORKING TRUSTS INTO THE SYSTEM 

17.1. When such a trust is established it is important that the client know the routing or juncess of 
moving assets within die elements of the system. There is no question that these entities offer tranendous 
advantages over nearly every odier entity for people with substantial means or people who are in a 
profession that might attract large litigation problems. It is essential that you work with a competent 
domestic trust advisor who will work with us in a proper "arms length" maimer. 
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17.2. Clients are concerned about how best to incorporate an APT or BTO into their business structure. 
The chart following this section outlines the use of an offshore trust in both the #3 location and #C. It is a 
fact that there are many individuals, attorneys, accountants, and trust administrators, throughout the United 
States that promote and sell these trust systems. All of them have a golden tread of similarity as outlined 
below. 

17.3. The essential elements of an effective off shore trust are that it first be formed by a settlor who is 
NOT a United States person. This means it must be established by a foreign entity that is not itself 
controlled by a US citizen or entity. Assets can then be transferred to the trust by many leg^ means 
without tax consequences and the trust itself will accrue the value over time. 

17.4. Also, the foreign trust (#3) must be an irrevocable non-grantor document with a beneficiary that is 
not a United States citizen. Foreign trust "C", however can have US beneficiaries and income paid to them 
is tax fine (RR 69-70). Finally, the trust must have an independent trustee who is working in the interest of 
the beneficiaries vrfiomever they may be. 

1 7.5. Having said that, when you look at the chart you see that the domestic asset protection or business 
trust (#2) holds the stock in the regular Nevada corporation. Also in order to make the flow of cash or cash 
value of the trust work to your advantage it is essential that the trust indenture name the Conduit Trust (#3) 
as the sole beneficiary of dre trust and that the profit in the trust be annually distributed to the trust 
beneficiary before tax is assessed. 

17.6. The domestic trust will file a form 1041 with the IRS. This is a fiduciary form that is required of 
all trustees. Since fee trust indenture requires feat fee profits be distributed to fee beneficiary there is no 
residual profit So, there is no tax to pay. 

.17.7 The next trust level is. feat of the Conduit trust. It has some special provisions. First it must be 

formed or settled by a foreign entity. We use Intercon Associates for feat purpose. It also forbids the 
naming of a United States beneficiary and also requires that its profit be aimually distributed to its 
beneficiaiy. 

17.8. The conduit trust is a non resident effectively cormected entity to the United States and as stated 
earlier, would be required to file a 1040NR wife the IRS. However, since its indenture requires 
distribution to the beneficiary, it too has no taxable profit to report 
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17.9. The named beneficiaiy of the #3 trust is the foreign guarantee or hybrid company which was our 
original unit and was formed to build our international structure upon. Since it or any of its subsidiaries 
have no effectively connected income to the United States they are not required to make any reports to the 
government at all. 

17.10. However, as we have said earlier, the foreign corporation can do business with a United States 
company or person but diis can not be "effectively connected" by IRS regulations. One must be careful 
fliat money paid to the company will not trigger this reporting requirement This is handled by careful 
stnicture of transactions. If Aere is Ae possibility of effectively connected income, Ae conduit trast 
becomes Ae active entity and business is done at Ais level. 

17.11. A review of Ae chart will give Ae clear impression Aat offshore structures lend Aetnselves well 
to Ae kind of Modular Concept Aat is used and recommended by LAD Financial Service and Intercon 
Associates. We serve as Ae "Quarterback" of your team. We can direct you to a number of attorneys, or 
if you wish our resident attorney at Corporate Office Services in Reno will handle Ae trust details and will 
manage Ae trust and Ae independent aspects of your integrated stmcture. 


18. ORGANIZATION CHART FOR OFF SHORE STRUCTURES 


ifnaacoN ASSOCfAias schematic 

USING DOMESTIC BUSINESS TRUST 


PRIVACy PROTECTION PROFIT 
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Notes on the chart listed above. 

18.1. "LANDMARK PLANNING LTD" is Company "B” listed above. It is the only company being 
formed by Intercon Associates at this time. It will be the foundation'unit of your system and will remain 
one of the Intercon Group of Companies. 

18/2. Any foreign source funds should be deposited directly into the foreign company accounts and 
should not be brought into the high tax jurisdiction such as the United States. 

18.3. If you have followed our recommendations and have formed a Nevada company it can interact 
with either the foreign company directly or through die use of business trusts, and dius profits can be 
passed off shore. We are stockholders and principles in Corporate Office Services of Reno Nevada and 
can handle every aspect of formation and administration of Nevada companies or trusts through that office. 
They can be reached at 1-800-872-0858 

18.4. .The structure we have created for your use assumes that the foreign company will not be 
substantially involved in US trade or business. If it turns out that there is this exposure we will form a 
second company or trust and it is then necessary to apply for an IRS TIN, we will do so. This new 
company will then take on the character of the "Foreign Trust #3" and will file a 1 040NR. 

18.5. Intercon Associates together with its United States representative office, LAD Financial Service, 
will assist any client in setting up additional structures anywhere in the world. After the initial structure is 
created on the Isle of Man, using it as the holding company base of all extensions of your structure we will 
add to the structure at any time for a minimal fee. 

18.6. We -work with several well known trust attorneys for the trust aspect of this structure. If a bust is 
necessary we will assist you in selection of this advisor. We will also assist in finding able administrators 
for each element of the bi-level trust system based on the offdrore domiciled "BTO" and Hybrid company. 

18.7. The fee for fliese trust services varies fiom $5,000 to $7,500, always directly related to the 
complexity of the overall structure. While commenting on fees, it should be noted that whereas Intercon 
Associates charges a flat fee each quarter for its involvement in coordination of company administration, 
trustees usually charge a fee based on assets in trust or on the profits made on the investments of the trust 
assets. This can range fiom .5% of the assets in trust up to 25% of the profit earned on investments. 
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18.8. If a trust is ever used Intercon Associates will provide a company "protector" for the trust. The 
role of a protector was discussed in depth in the book "How & Why Americans Go Offshore". It is 
important that someone be legally in a position to change the trustee, the jurisdiction or the administrator 
should the need arise. Because the trust is irrevocable, this can not be done by the settlor, nor can it be 
done by a United States citizen. It requires using the services of your protector. 

18.9. We are often asked is it necessary to put it all in place at once. The answer is clearly, NO! 
Though it may be advisable and your overall protection may be enhanced, your income level, your asset 
value and your vulnerability all have a direct bearing on how much of the structure needs to be instituted at 
any given time. It is important to start with at least the Nevada company and a foreign Hybrid Company. 

18.10. On the other hand if you have several hundred thousand dollars and are concerned about 
preserving that capital and at the same time allowing it to grow tax free, or if you have some appreciated 
assets that need to be protected it may be necessary to look into the future elements of the entire structure 
which might be ideal for your needs. 

18. 11. This is the basis for our feeling that $50,000 - $100,000 of available capital is a good figure to 
indicate the need for a foreign investment company and the opportunities that will come to you from 
working with it There is a substantial difference in the potential for earnings when you use the frilly 
integrated system and make investments from the foreign source, not only in the cost but in the growth of 
the asset as well. 

18.12. Obviously, a doctor or lawyer with real liability problems would find that the company is useful 
with less capitalization. And, an individual with ajqireciated real property would find that paying the 
quarterly fee is very inexpensive in exchange for the tax free payoff he gets from setting up the entire 
structure in advance of any sale. We also have many clients who put the system in place in anticipation of 
, future need. , These Individuals look at the ongoing quarterly costs as an insurance cost against future crisis. 

19. OUR FEE STRUCTURE IS BASED ON COMPLEXITY 

19.1. Any respectable international consultant can work with different entities. He should recommend 
the structure that best suits the needs of the client We think of our operations as a modular concept That 
is we try to design systems that use companies or trusts in different levels for a specific puipose. The fee 
for each European company is the same. The fee quarterly fee for the operation of the company is the 
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same. So, your costs are directly related to the complexity of your structure and the problem it is designed 
to solve. 

19.2. The cost for any successive modules, to our clients, is kept at the lowest possible level. The 
minimum fee for additional structures is generally in the area of $5,000 - $7,000. If the structure costs are 
more than that amount we will do if for our clients at cost + 10%. We are always ready to add additional 
modules as the need arises or the client desires. This is true with regard to additional companies, trusts, or 
companies resident in other jurisdiction for tax purposes. 

19.3. The fees to add additional modules is always a function of the original company. That is this cost 
is paid by the original company. This keeps the cotmecting factors broken and keeps you, as a United 
States citizen, fiee from any involvement The additional costs to die company will come in die quarterly 
fees that will be paid by the new unit when it is activated. 

19.4. Fees for the formation and administration of domestic trusts when they are included in the 
structure wilt be set by the trustee and trust organization. Many of the qualified trust advisors charge 
$2,000 - $5,000 per trust and are both knowledgeable and competent in its trustee administration duties. It 
is best that the company and trust functions be kept separate. However, because we work with so many 
organizations we are able to find reasonable bust administrators that work for the good of the client and 
will co-operate with the overall plan. 

19.5. , All of this is detailed below and will be further explained in consultation with you. Our fees will 
be specific to the company structure you will be operating. We will also include any possible interaction 
with a corporation set up in the State of Nevada in order that the foreign company can more easily gain 
access the United States market 

1?.6. .. Clearly, most of oiir clients begin with a foreign company, while at the same time they.choose to. 
form a Nevada Corporation for domestic business activity. Many of our clients find that tiiey need nothing 
more than the basic company structured in a tax haven, though in those cases where there is considerable 
effectively connected income to the United States a second company whose domicile is in a treaty country 
is often useful as noted above. As the business and investments grow they may find the need for additional 
modules of trusts or companies. 

19.7. Each active company that is organized and administered by Intercoh Associates pays a quarterly 
fee of £850 Sterling. This quarterly fee covers the general operating costs outlined above as well as the 
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costs of the London address for each company. Of course, the total amount of this fee will be dependent 
on the number of companies or the complexity of the company organization. 

19.8. Additionally, we feel the client may need access to continuing consultation. We assume that he 
will use the services of our consultants at least 2 hours each quarter for each company in your structure. 
We include the fee for this minimum consultation in the quarterly fee structure as well. 

19.9. Finally, “ Intercon Associates, (Ire) Ltd." acts as investment advisors, and as such we continually 
receive investment suggestions from our clients and a world wide group of competent money managers. If 
requested, Intercon would expand our service as the company's off shore advisor both in the area of contact 
with investment advisors for the investment of excess corporate funds and possible extensions of the 
structure to include new companies or trusts. 

19.10. Over the years we have developed a network of competent advisors that are available to the 
managing directors of our companies. You simply need to express your desire. We will then contact a 
series of potential advisors and ask them to send information on their company to "Landmark Planning 
Ltd" at its London address. We then forward it to you and you make any final investment decisions. 

19.11. Intercon Associates, (Ire) acting as an mvestment advisor, will generally be paid an introductory 
fee by the money manager. This fee is used to offset any costs in set up of the investment and reporting to 
the company officers the ongoing results of the investmenL Charges related to investments are not passed 
on to the company but are paid by Intercon Associates out of income generated from this source. 


20. THE CARIBBEAN OPTION AS AN ADDITIONAL MODULE 

20.1. Occasionally, one of our United States clients may want to deal with a company cIosct to home. 
Thongh'itis not necessary for you to go to the company headquarters iri the Isle of Man, it is possible in 
this case to set up a branch of that company in a jurisdiction close to home. We are prepared to service this 
need. 

20.2. It should be noted at this point that your Isle of Man company can open a company accoimt and 
be administered in any jurisdiction. Your company does not need to be domiciled in the same country with 
its operating account. We encourage you to set up a primary account in the Isle of Man, thereaftm- your 
business operations may require an account in Hong Kong, the Caymans, or the Bahamas, or evoi a small 
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account in the United States, where you can be given signature power. The company officers will open 
such an account for your use, upon your recommendation. 

20.3. In some cases the client wants a company in Belize, the Caymans, or Bermuda and we are happy 
to oblige. In addition to our basic business operations in Europe, Intercon Associates through its Caribbean 
Subsidiary, offers similar services in die set up and operation of companies in tax free Caribbean 
jurisdictions. We currently favor Belize, The Cayman Islands, The Bahamas and die Turics and Caicos. 

20.4. Through our Caribbean subsidiary sometime in the &ture, we plan to offer captive insurance 
coverage for malpractice to those of our clients who are in professions that attract lawsuits, as well as 
annuity policies for those who want to set up a private annuity with an insurance company for regular 
income. 

20.5. We have also found that we can offer the same types of administrative service that we offer 
throughout Isle of Man operations, however in most instances we find that the Isle of Man Guarantee or 
Hybrid company is still essential as the initial building block upon which your foreign empire can grow. 
We encourage die client to look at the Caribbean company as die second or third block in an offshore 
network of companies, each with a specific purpose. 

20.6. That is not to say the Caribbean is unsafe, but any knowledgeable consultant would need to point 
out to you that the long arm of the drug warlords has made operations in the Caribbean less private than 
before the Caribbean Basin Initiative was written and propagated. Therefor, if the client is once removed 
by way of die Isle of Man Hybrid there is less problem with government intervention in private affairs. 

20.7. Anodier available option in the Caribbean Islands is die use of the basic foreign off shore 
company whose stock is owned by an offshore discretionary trust This company set up is less expensive 
but as widi any structural investment die cost is direcdy proportional to the security and safety of the 
structure. One must be careful with this structure that he avoids any complications that might link the US 
citizen to the foreign company control The trust with underlying company is a popular method of 
structuring an Asset Protection trust However since diis involves a domestic trust as well the overall cost 
is higher. 

20.8. Our services in the Caribbean Islands are similar to those of the Isle of Man. We set up and 
operate the company in behalf of the client and appoint him to a powerful position of responsibility. We 
are always available for consultation, as is the selected registered agent, and we feel that the quarterly 
maintenance fee serves both of our interests well. 
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20.9. We are able to continually monitor the performance of flie selected registered agents on behalf of 
the client and are able to break the connecting factor by paying all fees for the company in the Caribbean 
so that the client is not directly or contractually connected. 

20.10. We find that many of our sophisticated clients, who have an idea of the way to maximize the 
company interaction, will set up a company in the Isle of Man first and then organize one in Gibraltar or 
the Caribbean because of the convenience to the task assigned the company such as factoring of accounts 
or loan service. This is good business planning and there is no problem opening such a service subsidiary. 

20.11. We also use the Caribbean Islands or the Isle of Man as die jurisdiction of choice for the 
establishment of the offshore trust that is a part of the overall scheme. When one of our attorneys or a 
foreign trustee requests that a trust be settled for a client Intercon selects the jurisdiction and establishes the 
trust Administration is then assumed by the attorney or whatever trust organization is selected for our use. 


21. THE NEVADA CORPORATION or TRUST 

21.1. It is clear to anyone working in international corporate or business activities drat there are times 
when a company established in a tax advantageous state within the United States is essential to your 
success. This is obviously true for a newly formed Isle of Man company as well. Your foreign company 
should have a domestic company partner. 

21.2. Every foreign client knows that the best access to the United States is through the foreign 
ownership of a Nevada Corporation, Trust or Limited Liability Company. It is legal for a foreign company 
to own 100% of the stock in a domestic company as long as it is a regular company and not an S-Corp. It 
is necessary to report the ownership on die tax forms of the domestic company. In the event a trust is used 
we will make the trust owner of the stock in a Cotpofatioh. 

21.3. To avoid the need to report stock ownership of a regular corporation you would need to have 
more than one company own the stock. You must report the identity of a foreign company holding a share 
of 25% or more. Though this ownership factor is disclosed only on the domestic tax forms substantiation 
from any other source is hard to determine and is not disclosed. Some of our clients who take advantage of 
this entity and retain the privacy of ownership will have several foreign entities own the foreign interest 
and they will retain 10% themselves, or will use a limited partnership and retain control by being the 
general partner. 
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21.4. Many of our clients are businessmen from die United States or from a foreign country who want 
to use Nevada as a corporate office center. The concept of an office address is well accepted in most 
foreign jurisdictions. Indeed, this is the basis of our company business plan for Intercon Associates. To 
satisfy this need Intercon Associates, and LAD Financial own and operate Corporate Office Services, Ltd 
of Reno Nevada, This company offers complete formation, administration and resident agency services to 
our clients from around the world. 

2 1 .5. We have found over the years, the most serious problem of small business operations is flie lack of 
attention to die detail of corporate records. For this reason probably the most important part of our 
domestic services are the contract services that tend to pay attention to these details in a timely manner. 

21.6. Our goal in offering these services is to make it possible for you as the CEO to concentrate on 
operating the business activity and control of the checking accounts while you leave the corporate 
administrative details to us. The costs of these services and the need for them was completely explained in 
the initial introductory document. 

21.7. You will find that you use the Nevada Company for the recipient of funds transferred from your 
foreign company into your control within the United States. Since this account is a United States account 
and you can have signature power on the bank account witii no concern, it is a perfect access point Funds 
can be wired from the "Landmark Planning Ltd" account in die Isle of Man to your domestic company 
account in Nevada with litde need to be concerned about a paper or wire trail. They are listed on the books 
as a loan and as such are not subject to taxation. 

21.8. A review of the optional contracts might be helpful. It is important to your entire business plan 
diat you take into consideration the professional services that can be provided to you under these contracts. 
With the advantage of large numbers we are able to offer these services at a very reasonable cost It is also 
true that it is best to separate yourself from the details of company or trust administration. This will take 
you out of the loop and give the bust or company the validity it needs to withstand IRS scrutiny. 


OPTIONAL CONTRACT SERVICES 


22. 


OFFICE MANAGEMENT CONTRACT: 
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22.1. It is important that your domestic coiporation have a viable operating office within the State of 
Nevada. This presents to the government, as well as those with \rfiom you trade die presence of a viable 
active business, as opposed to a hollow corporate shell. Tliis is especially true if you intend to take a salary 
from this source. This called providing “ office presence” in Nevada and adds function to the form. 

222 . The costs of opening a head office, renting space, furnishing it, hiring personnel, installing phones 
and computers could be astronomical. You could easily spend from $2,000 to $5,000 a month for office 
expense. We provide this service in Reno Nevada to our clients at a very reasonable fee. 

22.3. The Office bfrinagement Contract is a simple and proven effective solution to this problem. It is 
an actual office, staffed widi trained persoimel who are under contract to your coiporation to serve as your 
corporate base in Nevada. 

22.4. Among the services provided by the contract is ongoing mail forwarding service to any address in 
the world, banking services, telephone answering and message forwarding service, and a fiirnished 
Executive office where you schedule time to meet with clients at your office in Reno. 

22.5. Under the terms of this contract we will make application and maintain the location for a proper 
State and City Business license. This will be one of the certificates any tax or government authority would 
look for to determine the legitimacy of a corporate office arrangement. The ability to produce a current 
business license adds validity to your corporate strategy. 

22.6. Under the terms of this contract you would either keep and maintain the corporate books and tax 
records yourself or would designate an accountant or attorney to do it for you. If you wish you could take 
advantage of the additional services of Corporate Office Service to handle this aspect of your corporate 
operations. 


23. ANNUAL OFFICERS AND DIRECTORS CONTRACT; 

23.1. As an important step in financial and business privacy, our foreign clients as well as many US 
clients frequently request that we arrange for "Nominee” United States based directors or officers of the 
corporation. In this instance we would &id a suitable person to act as the officer or director of record, who 
would be available to sign all official documents. All of the corporate records are genially held by the 
client or his business attorney. 
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23.2. As Secretaiy of the corporation, under the tenns of the "Officer and Director" contract, we would 
be legally responsible for the corporate records, however the clients attorney or a professional we might 
select upon your request would prepare all documents and retain complete control of the company records 
and stock register. 

23.3. The most important defense of any corporate activity is the properly noted and prepared corporate 
minute book. Inasmuch as most of our foreign clients are unfamiliar widi the requirements of substantiated 
documentation in the United States Tax system, we provide a minute service that includes regular semi- 
annual updated minutes and the required annual meeting minutes in a proper timely £ishion. 

23.4. If necessary, through the office of Coqaorate Office Service we could provide a bonded individual 
to act as treasurer with signature power on the corporate bank account who would issue checks as 
requested by the corporate client 

23.5. This individual or individuals appointed under this contract would serve as officer and director for 
one year and would be atmually re-appointed or re-elected for the following year, upon the approval of die 
stockholder. Your Nevada Company has this package and the director has been appointed. 


24. CORPORATE TAX AND ACCOUNTING PACKAGE: 

24.1. Additionally, it is often die desire of our clients to request the assistance of Corporate Office 
Services in the preparation and maintenance of the corporate stock registry book, accounting records, and 
annual corporate tax forms. The corporation is required to file a federal tax return. This is a service most 
often provided to our international clients. 

24.2. With this contract, in addition to our own staff, we often secwe the services of outside 
professional tax attorneys and accountants and pay them for their expertise. This additional service creates 
a more complete privacy package, while at the same time assuring the non US client of complete and 
proper legal and tax compliance. 

24.3. The fee listed is for the simple filing of a one or two page federal IRS Tax Form 1120 for the 
corporation in the local district office. It is not designed to cover the cost of any extraordinary preparation 
or any complicated tax problems or audit procedures. 

24.4. Tax returns would be prepared from data supplied by the client as well as from that data 
maintained by the corporate office in Reno, or from the accounting bank records. 
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24.5. Under the terms of this contract an individual designated by Corporate Office Service would hold 
the title of Corporate Secretary/Treasurer and would be expected to serve as an active member of the board 
of directors. He would attend board meetings as required by the stockholder and would submit books and 
records as necessary. 

24.6. Any ordinary expenses incurred by the Sec/Treas in the administration of his duties would be the 
responsibility of the corporation. As is standard procedure, expenses for attending board meetings is a 
proper expense of the corporation and the attending officer would be reimbursed. 


25. TO GET THE BEST RETURN FROM YOUR COMPANY INVOLVEMENT: 

25.1. Remember the following facts; You pay for two hours of consultation through the quarterly fee. 
We suggest that you take advantage of our availability. Bounce ideas off us and learn to use the structure 
to the maximum. If necessary we will add qualified staff to assist you if our time is limited. 

252 . Move adequate funds into the company accounts so diat the interest earned is more than enou^ to 
pay all the fees. It can become discouraging if "Landmark Planning Ltd" is only doing well enough to 
cover the expenses. Our best clients are those who actively use the company for regular transactions or 
investments. 

25.3. Remember, you are the chief operating ofHcer of this company. You direct its activity and are 
specifically responsible for the source and application of funds. We give a lot of diought to the selection of 
the company administrator. We like tO select people that will help the client in his activities, offer 
suggestions, and answer his questions. Interact with the "Landmark Plaiming Ltd" administrator on a 
regular basis. He will charge you for extraordinary use of his time, so be sure your contact with him is 
useful, but do not be afiaid to get to know the administrator with whom you are working. 

26. YOUR COMPANY DOCUMENTS 

26.1. As soon as we receive them, "Landmark Plarming Ltd" documents can be made available at our 
office in London. If it is your desire we can see that a second set be sent to your address in the United 
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States. Once again, we suggest that you take special care of these, since disclosure of them would be 
evidence that you know more about the company and its activity than you would want to disclose if asked 
by anyone intent on invading your privacy. Remember from a practical standpoint you are a consultant 
with specific responsibilities. You own no stock and are not a director. Our service has made it possible 
for you to be legally completely un-linked to the company. 

262. The document you are now reading contains a lot of substantial information. Guard it carefully. 
This is not for public consumption and it would not serve your interests well to "pass it around". It is our 
suggestion after you review this document as well as any formal documentation that is sent along wifli die 
company organization, and that you then return all of it to your office in London where it can be safely 
stored in your behalf. 

26.3. We will also be happy to arrange for a personal foreign bank account at the company bank. If 
such an account were create4 at no time could the balance be more than $ 1 0,000 without reporting it to the 
US Government Most of our clients find that they do not need a personal account because of the easy 
access to company funds, however some just like to have a check book in their possession. 

26.4. Remember the foreign company is not subject to tax. There is no need to be concerned about the 
proper allocation of the disbursement of funds. The board has given you that authority and you should 
realize they will ratify your decisions. 

26.5. As a director of the company you are welcome to come and review the corporate records at any 
time in London, your records are kept off site so we do request that you make an appointment so fliat your 
records will be on hand, time can be set aside for you, and personnel from our staff can be free to assist 
you. 

26.6. . .Any corporate mail you wish to have a London postmark will be handled through the London 
Administrative office using a courier packet Put a letter of instructions in the packet Our staff will then 
post and mail all correspondence from this address. We will also receive mail for you and send it via 
courier to you at the end of each week or as is necessary. This is important as it establishes a foreign base 
for the corporations activities. 

26.7. Intercon Associates, Ltd. is a service company. It is our goal to provide your corporation with 
reliable foreign company service and advice. If you need specific consultation at any time feel free to call 
on us. We are ready to serve your needs when asked. 
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27. THE PROBLEM OF PRIVACY 

27. 1 . Many of our clients start the company with the idea of "Privacy" being the most important factor. 
After discussion with the registered agents and company administrators we have found it serves that need 
best to store, in addition to the reports from our office, only the company "Articles and Bylaws", together 
with the minutes of die annual meeting in our private office in London. All otiier company records are in 
the offices of die administrator. 

27.2. In addition, we will be happy to instruct the London office store any records that you feel are 
sensitive and would rather not keep in the states. Clearly, any client should recognize dial his best defense 
is that he is an employee or a consultant with die company and has no knowledge of all the company 
detaib. So keeping any records in the states should be done with care. 

27.3. All records of transactions, all bank statements, all accounting records and any correspondence 
between you and the Regbtered Agent will be stored only in their files and thus are less open to the 
inquiring mind. 

28. YOUR INTERACTION WITH THE REGISTERED AGENT 

28.1. We find diat most of our work on the regular trips we take to the offices of the registered agente 
and administrators in London, Dublin and die Isle of Man is to look into action the client may have 
requested and to resolve any problems with it with a face to face meeting. 

28.2. You are the company CEO. You are responsible for the source and application of fimds. Thb 
means that you will send your orders directly to the adminbtrative office of the registered agent We will 
only keep records and papers in London specifically when asked to by you as the managing consultant of 
the. company. Jlhe detaib of the “Landmark Planning Ltd" administrator and contacte are listed on- the 
final pages of thb document 

28.3. This creates a situation where our ability to follow up on any problem you may have will be 
dependent on your giving us all the pertinent data. We can not take the initiative, since we are generally 
unaware of your actual business transactions, and will not know about it unless you specifically ask us to 
check into the matter. 
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28.4. This will become a very important service that we will continue to offer. We feel that this is one 
of the diings you pay for and will continue to serve your needs as best we can. Since we go over at least 
four times a year, this of course saves you theneedtomake the trip and to incur the expenses of Europe. 


29. YOUR ACCOUNTING RECORDS 

29.1. Each of our registered agents has agreed to send a computer generated quarterly statement of 
company account activity directly to your address, at the same time that he pays Intercon die "Landmark 
Planning Ltd" quarterly fees. Any records fhat are sent to London will be forwarded to you by our staff 
dime and will not be entered in our computers, (one less place for the inquiring mind to look for the data). 
You need to tell die administrator where you want die records sent You should read these records and 
destroy them. It would not serve your best interests for them to be found in your possession. 

29.2. If you have or wish to have a company account at Royal Bank of Canada in Douglas, you will be 
hs^py to know that they now have a Gold American Express linked account. It is called the "Executive 
Plus" account and requires a balance in the high yield checking account of £25,000 Sterling. We can also 
arrange a Gold American Express with your account at Lloyds bank in Douglas in the same manner. 

29.3. If you are interested in such an account you will need to deposit that amount in "Landmark 
Plarming Ltd" account at the bank and request the transfer to the American Express Card Standing 
Certificate of Deposit status. They will dien issue the company Gold Card in your name as managing 
consultant 

29.4. When an additional structure is added or the original Hybrid Guarantee company is domiciled in 
Ireland or some other tax treaty jurisdiction for tax purposes we will undertake to hire an accountant to file 
the necessary forms, such as the 1040NR that would be required of a nonresident tax payer. We will 
generally use an accountant in London or Reno who is fainiliar tvith'US Tax Law and can properly file the 
forms in a timely matmer. We are able to negotiate a good price for tiiis service for our client companies. 


30. BREAKING THE CONNECTING FACTOR... 

30.1. ...REMAINS THE MOST IMPORTANT SERVICE Intercon OFFERS ITS CLIENTS. It is why the Intercon 
System is superior to simply setting up a company and doing it on your own. Adding the trust link is an 
effective way to deal with United States assets and can be instituted at any time after the company is 



1902 


International Business Plan 
Page 42 


"Landmark Planning Ltd” 

12/1 1/02 

formed. Our company stands between you and the need to disclose any information about your foreign 
activity. 

30.2. When Intercon Associates takes on the responsibility of paying the coiporate or trust fees to the 
various jurisdictions, of paying the directors and officers, as well as making the contract for company 
service with die registered agent and company administrators, this removes you fiom direct linkage to the 
company or trust 

30.3. When the company Board of Directors appoint you as the employee or consultant responsible for 
the source and application of hmds, diey are taking an effective act to separate you from obvious beneficial 
interest in the company. Though the company is working widt fimds that were borrowed from you or 
placed with the company through an annuity, there is no overt direct linkage between yon and the 
company. 

30.4. When "Landmark Planning Ltd” then pays the quarterly fee to Intercon, leaving them to be sure 
"Landmark Planning Ltd" is vital and ready to follow your administrative requests, you completely and 
properly break those connecting factors that can cause nightmares to people who just go off shore and set 
up a company. 

30.5. Though it is possible to be a stockholder and a director of the company, and some of our clients 
choose to do this, there is the possibility of linkage being re-established and a more direct line of beneficial 
interest becoming apparent. This can create problems with the "Controlled Foreign Corporation” 
provisions of die IRS code, and we like to avoid those problems. 


31. THE LETTER OF WISHES 

31.1. Finally we must realize that "Landmark Planning Ltd" has put a lot of trust in your management 
ability. The board of directors is concerned that you will be able to provide them with a successor should 
anything ever happen to you. Indeed since much of your lifestyle is dependent on the relationship you 
have wifli the company it is well to consider your estate. By this simple act you can pass this lifestyle on to 
others. 

31/2. Passing on to your designated heirs any asset value which may have accumulated in this company 
operation is a very simple task. You must prepare a "Letter of Wishes" that indicates to the board among 



1903 


International Business Plan 
Page 43 


"Landmark Planning Ltd" 

12/1 1/02 

other things who you would recommend to take your place. You should be specific, naming the individual 
and outlining the responsibilities he or she should undertake. 

31.3. The letter should be addressed to the "Secretary and Board of Directors” of "Landmark Planning 
Ltd" and should be sent to them directly. It may include any provisions you wish, bearing in mind that this 
board of directors wUl act favorably on your recommendations. It is good to send a copy of diis letter and 
the full instructions to Intercon Associates in London and ask that they store this document widi your 
records. We are then able to follow up on your request in a timely manner. 

31.4. The letter should include the provision that when one of the people so designated presents a 
certified copy of your death certificate to the secretaiy of die board of directors, the board is instructed to 
replace your name with those indicated in the letter in all the responsible positions you now bold with the 
company, or its subsidiaries. 

31.5. If it is your wish to divide the company responsibility as well as its assets among a group of 
people, (your children or selected fiiends,) you might suggest that the board create a separate Hybrid 
Guarantee company for each of them and divide die company assets into the various companies. This 
would not only avoid probate but would set each of your children up in company operations exactly like 
yours and encourage them to build on the asset base you have left for them. 

31.6. If you wish, you can name Intercon Associates as the ccKirdinator or executor of the transfer and 
be assured that we will act much like a trustee to see that your wishes are fulfilled. 


32. SUMMARY AND SPECIFIC DETAILS ON YOUR COMPANY STRUCTURE 

32. 1 . In summary these are the logical steps in setting up your offshore structure and the attendant costs 
involved. Clearly die first steps have already been taken in your case. Company "B" on the enclosed 
chart will be "LANDMARK PLANNING LTD" . Company #1 will be your Nevada Corporation. 

322 . We note diat it is your intent to crpitalize the company with funds from time to time from your 
Nevada company and from your personal and other business sources. The company is prepared at this time 
to receive these funds. 
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32.3. TTie company is general so you are free to use if for any purpose except for banking or securities 
sales and service. You can buy securities for your own purposes in the company, but without the proper 
license you can not sell or manage investments for others. 

32.4. Any payments to the company should be made out to "LANDMARK PLANNING LTD" and 
deposited directly in tiie foreign account 

32.5. You should then begin to use "Landmark Plaiming Ltd" as an investment vehicle for your own 
investments. It makes no sense to use after tax dollars for investments here and then to pay tax on fte 
earnings, when by simply passing those ftmds through the foreign company you could make the same 
investments, with the earnings being tax free. 
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DETAILS ON THE COMPANY TO BE ESTABLISHED AT THIS TIME ARE: 

TTie initial company is the Isle of Man Hybrid Guarantee company: (B) 


32.6. 

32.7. 

32.8. 

32.9. 

32.10. 

32.11. Your contact at that office is: 

32.12. The Phone Number 

32.13. TheFax Number: 


FITZGERALD & ASSOCIATES 
6 SULLIVAN’S QUAY 
CORK, IRELAND 
JOHN FITZGERALD 



"LANDMARK PLANNING LTD' 
The Administrative office is at: 


It is our suggestion that you deposit funds in the company account so that it is open and ready to 
do business. To do this write a check made payable to die bank below, in an amount that indicates your 
wishes. We suggest a minimum $10,000. Send this check to the administrator listed above with 
instructions to use it to open the company account. 


32. 14. The primary company bank is: 

32.15. 

32.16. 

32.17. The bank phone number is: 

32.18. The bank Fax number is: 

32.19. The contact at the bank is: 


ROYAL BANK OF CANADA (lOM) LTD. 
60-62 ATHOL STREET 
DOUGLAS. ISLE OF MAN 
011 - 
011 - 

GILL WrarTAKER 


If you have any questions, or if 1 can help you anytime, feel free to call me. 


32.20. 

32.21. 

32.22. 

32.23. 

32.24. 

32.25. 


United States Administrative office: 


United States Contact 


Our Fax number is: 


LAD FINANCIAL SERVICE, LTD. 
P.O. BOX 20064 
SAN JOSE, CA 95160 
DR. LARRY TURPEN 
408| 

4084 



= Redacted by the Permanent 
Subcommittee on Investigations 
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33. TYPICAL MINUTES OF INTERCON COMPANIES 

33.1. The following resolutions are examples of the wording that will be used in the organizational 
minutes of our companies. There may be some variations but they generally follow this outline. 

33.2. RESOLVED: That the company shall designate Royal Bank of Canada (lOM) as the custodian 
of all company accounts and that the directors named below have signature power on the corporate bank 
accounts. 

33.3. RESOLVED: That Fitzgerald & Associates be and is hereby designated the Company 
Administrator and that it is to hold that responsibility at the pleasure of the Board of Directors of Intercon 
Associates and its designated managing consultant to the company. That Intercon Associates be and is 
hereby appointed the Associate Administrator and is given the right to change the company administrator 
with the approval of the managing consultant 

33.4. RESOLVED: That Mr. Robert Holliday be designated managing consultant and is hereby 
given specific responsibility for the source and application of company funds. That this position be his as 
long as he operates dre finances of the company in a marmer suitable to the board of directors. That no 
funds can be disbursed fiom the company accounts without his authorization. 

33.5. RESOLVED: That the managing consultant be authorizeid to set up a transaction code with the 
bank manager to offer security to the company funds and to grant him the right of estople for unauthorized 
expenditure of company funds. 

33.6. RESOLVED; That Intercon Associates, Ltd, die associate administrator be and is hereby made 
responsible for the ongoing company structure and its viability. That it is to pay all fees associated with the 
company in the chosen jurisdiction related to the ordinary and necessary operating costs. 

33.7. RESOLVED: That the company shall be and is hereby obligated to continue to pay Intercon 
Associates an ongoing management fee paid quarterly on the first day of each quarter, currently set at 
£850, subject to annual review. 
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. ROBERT 

Holliday 


833 - I7Eh Stro^ # ! 
Sonib Monico. (A 90403 
310/829-9942 Foit 310/362-8413 


February 22rKJ, 1999 
LarryTurpen 

Cotpomte OfBce Services, Ina 
1 005 Termirtal Way 
Suite# 110 
Reno. Nevada 89502 

Ra: Landmarlt PlannitKi. Ltd. 


Dear Larry, 


in iTQr potion as a consultant to Latuimark Planning, Ltd., I wish to make 
recommervfatkMis regarding the relationship cunentty in place with Fiizgatald and , . 
Associates. 

VWhIn the last three months, I discovered an erroneous wire transfer in the amount of 
$30,000.00 had beenmade ftom the compan/s account at The Rc^ Bank of Canada. 
The transaction had been made several months eailisr, but due to the lack of tegular Bank 
Statements bekrg made available, H went undiscovered for many months. It was eventustfly 
conectad, but only after I brought K to the attention of John FitzgertM. Last Friday, I teamed 
that the incident was repeated again on December 24, 1998. A second unauthorized 
$30,000.00 transfer to an unknown account 

I have found John Fitzgerald to be a very pleasant, tkable, and congenial person to speak 
to, but I believe that perhaps his firm has more dienis than in past years, and they are 
clearly unable to give this account the attention it needs. 

It is with carehrl oonsideiation but no hesitation whatsoever, t recommend that a new 
management company be retained to handle the company's business which kidudes the 
iOkowing: 

1. The coR^any bank account at the Royal Bank of Cmtada 

2. The Pnaienl^ securitiaa account 

3. The \flSA card account with Swiss Atheiican Bank 

4. A newly q^ianed account with" The Interne Fund” 

1 beiiave that this dectsion wW be in the best intarest of Landmok Planning, Ltd. and feel 
cerMn ttiat John w9 imderstand my position. I am requesting thttt you taka whatever acfion 
necessary to accpmpKsh ttiis change to another firm under a amil^ cost structure. 
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LAD 

FINANCIAL SERVICES, INC. 


1005. Terminal Way, #110, Reno, Nevada 89502 (702) 324-021 1 

Fax (702) 324-6266 e-mail: larryt@lad.com 


MEMORANDUM 


To: John Fitzgerald 

From': Larry Turpen 

The attached letter 
Date: February 22, 1999 

Dear Jdin, 

I ^er to the ^ched letter, fa my e-mail to you I referenced the feet that this client w»iinh^y 
wkh the s^ce hais getting from your office and asked to have fee con^any transfeiredto 
anofeer administrator. 

I agreed feat losing $30,000 twice was indeed indefensible md feat he would be wifein his rights 
to make a fbnnal request The attadied letter is feat request 

transfer fee aj ministr atioo of this conqiany to Meridian Management as 
^ contact Reg and advise him of the feet feat H will be coming over. 

Cwdd you possibly take the time to audit accounts more closely. Pefeaps I too have had 
some fimds that for some unknown reason were sent to anofeer conq>any account I really feel 
the balances should be higher fe^^ou r^ioit. However, since I do not get re^lar quarterly 
lepoits of fee cafe in and^j^^CTl am t^Uy in fee daik as to ^lat is going co. This is not good. 


Sincerelv 
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LAD 

FINANCIAL SERVICES, INC. 


1005 Terminal Way, #110, Reno, Nevada 89502 (702) 324-021 : 

Fax (702) 324-6266 e-mail: larryt@lad.com 


MEMORANDUM 


mmmmmmm = Redacted by the Permanent 

Subcommittee on Investigations 


To: 

Reg Newton 

Meridian Management 

Cc: 

Fitzgerald & Associates* Ltd. 

From: 

Larry Turpen 

LAB Financial Service 

Subject: 

Transfer of Company 

Date: 

February 23, 1999 

Dear Reg, 



Pursuant to our telephcne conversadoi liie followmg is the paiticulais od the company you will 
be receiving from John Fib^erald pursuant to the cliaits request. 

Please contact Fxt^erald and Associates as soon as possible to arrange this transfer. 

Con^any Name: Landmaric Plaiming^ Ltd. 

Consultant Rob^ Holiday 


nicme: 

Fax: 

There is a con^any bank account at The Bank of Canada 

A Prudential Securities Acccaint 
A secured credit card with Swiss American Bank 
A new account “The Internet Fund” 

This consultant requires fiiequent and accurate accoimting and communication. His is an active 
company and will require your attentimi. ’ 

Best Regards, 

LanyTurp^i 



Permapeot Subcdmmittee on lavestigatlons 

EXHIBIT #66 - FN 98 
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Sent by; 


tlimiinj 


Oa/16/88 . B;45AB;jfef&f ffBBSjPage 1/1 



Offehore Cotpotale Services, lire. 

l!22N«rMumymv(l. 

Pl>nlsiu!,OK 0733$ 

H«nK SflJ.647.7730 
Tax 503.647.00*0 


July14.'l933 ' 

Kurt Greaves . 
Mr. Roof 
eODOTextRsRd 
^Mne.MI4817S 


Dear Kurt, 


Attorney Cttent Privliedge 


further to our visit please note the Iblibwihg; 






Ff 


/ 


Nevada Franchise Development, Inc. ^ ^svada 
Adriondack Financial Services, Inc. _ Canada 
McLaren tnvralmsnts, Inc. _ Nevns IBC 


Miller & Bennett Capital, Inc. o<v36 a* 

Naken Holdings. LLC 


Nevis IBC 
Nevis LLC 


.'Vi 






Wells Fargo is' the bank for Nevada, all others win be with Exchange Bank & 

^ Tnist Inc. Two credit card appHcatlons will be sent to you with Incorporafion 
documents for the three Nevis entities. | 

You may want to have a Headquarters Package implemerded In Vancouver, BC 
Canada and another In Las Vegas, Nevada which includes an upscare physkraf 
’ address, lislad dedlcatedphone number, professional live operalcx answered 
phone, backup voice mal, fak and refox, mat and le'tnaiiing. message ■ > 

forwarding, and txiaid room access. The cost Is $2,000 per ye^ per^qtipn. 



Imcnuitiotial Mxnagemcnt & rinancial Servicea 
wWMr.offtborccdrpservlcesxoni . 


I Permanent Subcommittee on Investigations 

_^EXHIBIT#66^FNjy_^ 
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Overview 

About the Bank 

Exchange Bank &Trust Inc., fe a licensed intenrii 
advertise to the general public. Exchange Bank 
banWng services to offshore corporations mana 
Company and other Severe^ Crest AlfiBates Ql 
administers Exchange Bank under Crown Priva 
absolute confidentlali^ for customers. 


laMi 

joffe^ person! 
iged 


NLt 




ialjprtv^r 
l»i 

itutes 


About Securl^ 

Exchange Bank deposite are physically held wiii did Bhnk 
Bank of Canada, Barclays Bank, (two of the lar^e^ banks tj 
Bank of Nevis. (Nevis ^nerican Trust is a signffirrai^ 
Nevis, which is the largest domestic bank In News.) 
customer balances are 100% secured with liquicJ ftiro! 
Exchange Bank & Trust are both private and se'cure 


Opening an Account 
•Every customer of Exchange Bank is a dient ofjNev 
Sovereign Crest Affiliate, therefore an offohore bank 
instantly. Opening documente may be executed^ by \ 
officer or by fax. Funds may be wire transfaned to 
new account the same day that the account is o'pi 
an outbound transfer of fends from a hew accorjnt, 
idendflcation must be on file. 


ened. 


About Costs 
Offshore, private banking fees' are generally higher 
Unlike a domestic bank, requests made by an Exchai 
the immediate and personal attention of their o\^ tri i. 
service and confidentiality simply cost more. Majanfei 
'A of 1% on outbound wire transfers, a negligible ai 
of confidentiality and personalized service. Wh^re 
to require a minimum opening deposit of from 
present. Exchange Bank has no requirement foi" a . 
Exchange Bank's 'fees are-standard for intemationai 


mil 


About Confidentiality 

In an increasingly hostile business environment, privacy is essenfla! to risk 
planning. Bank customers seek confidentiality fo their affairs to protect assets 
from disasters, unwarranted third party interfeiOTceJarjd tolreduce an ever- 
growing burden of unnecessary disclosure. Working itjs administering 


te bank that does not 
latized private 
American Trust 
American Trust 
thus ptovWing 


share|ii 
All 

is! ail 


Exdhi 


ofMonti^l-Ro^l 
inthevirorld),andthe 
older hr The Bank of 
lange Bank 
Iterit deposits held with 


is Attra^oan Trust or anofeer 
aqcouM may be opened 
toujr Nevis Am^can Trust 
Exchange Bank for credit to a 
Hoivever, before allowing 
^eheRcial ownership 


lan domestic bank diarges. 
inge Bank customer receive 
istjofrk^. 'Personalized 
in| bar|kfees run as high as 
uht cotnpared to the value 
ttiis tilpica! of a private bank 
,fl00to;$2,000,(^,at 
in^m (^ning deposit 
prw^ banking. 


Permanent Sabcommittee on Investigatloas 

EXfflBIT#66-rN116 
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partner. Exchange Bank provides conftdetiUa! id^gal itnicSui^ and private 
banking services to protect client assets, ensure privpc^,’ and reduce risk, taxes, 
and costs. To summartee: j 

Bcchan^ Bank M/eves Urmfyln eaca /na<Vftftra/'s to 

pursue aggres^ve and unresbalned emetprisa diai It may 

be best developed ttirough a secure, ipffaf/e] copffdendal, and 
toxMemUyJuristKeOon. 


Securing a Private Non47epoi4ng Offishore Creiui Card] 
Exchange Bank customers may obtain an offehEjre Qortorajti 
within 72 hcHirs of request AppRcants must pledge 
to 114 times the card credit line amount (Minimum $7,500 
aedit line.) No (»edk check Is made on cardholders! a|id tl .. 
the card signer to provide taxpayer identificatiorj InfoaTnalloti 
deposits are ^t aside in the form of an interest'peatin^ Cd! 
serves only as seoirity for an issued card and is NOtT tb 
payments excotrt upon cardholder default Six monms jafter 
card is cancsIM wd eAI card debts are complexly resolveq, 
CD, induding earned Interest, are returned to me cafdl! 


Credit cant clienfo generally request Nevis AmeHcart 
card sfotements and pay the amourit due from me ai 
copy of bank and credit card 'statements will be )iaxe(l, 
cardholder request 


T^tfor 

bprppriafe 


oidw. 


te Gold MasterCard 
r|lt in an amount equal 
I secure $5,000 
re is no request for 
I. Credit card securtty 
A pieced CD 
used for card 
an otehore credit 
the proceeds of the 


r«;eive monthly 
:e bank account A 
, qr se)tt via courier upon 


FR03i7Sa 
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Mam Street* Oiarlestorrs* Nevis, West litres 
Telephone; 869-469-5470 Facshnife: 86»46?-161it 


Policy Statemeni 


Exchange Bank & Tnist Inc., ("EBT”) is a private Intel 
specialty financial services to support diverse offshoije 
administered by Nevis American Trust Company Litnf 
Indies licensed trust company. Natco develops busla 
protect cHwrts’ equity base and provide the ideal fln^ 
v»>rldwide investments. Natco Is also a significant sti, 
Nevis, tee largest domestic bank In Nevis, West'lndie 


ijnational bank teat provides 
I strategies. EBT is 
;e|j, (‘|latco”) a Nevis, West 
ess sttoctores designed to 
icijal platform for diversified 
lareholder in tee Bank of 


Exchange Bank & Trust performs its daily business dnrfer trie foiiowina 
guidelines: ^ ’ 


[companies teat 
[here Exchange Bank 


(iublic, nor are 
U.S. citizens, 
lission income from 


• EBT bank accounts are only available to offshore 
utilize the services of Nevis AmericaniTrust and vyl 
holds funds in trust for those specific onenfe 

• EBT bank accounts are restricted to related t^mplanies fonned in 
specific offshore jurisdictions such as Nevk Isle of Man, Gibraltar, 
Bahamas, British Virgin Islands, etc. { 

• , EBT does not conduct bustness direcfly wijh |he 

Exchange Bank accounts available to'Canadjan 

• EBT does not deal In, promote, or receive commi 

investment schemes. i 1 

• EBT, through its brokerage arm SovereignL 
specific client requests for securities tradirra 
cleared through Its Nevis, Canadian, or U.^ 
correspondents. Execution focllities are a , 
clientele of Nevis American Trust and Excl i 
Safe custody of investments are typically f i 
bank or third-party correspondent stoqk brpi 
advisory information is not provided. 

In order to protect the integrity of the bank wrhilelensijiririg te'al 
for confidentiality Is safeguarded, EBT operates janti- ndneyr 
guidelines. In this' regard EBT requires that diehts p ovide 
of funds in excess of U.S. $50,000, where tee sourer i i^ not 
discemable. EBT will refuse deposits that in its sole opiniori 
criminal, unethical, or subversive activity. ' ' 


Effective May 1997 


Securities, Ltd, handles 
r ctivities whi^ are 
.tstoc* brokerage firm 
rfailiabld to the restricted 
larjge Bank clients only, 
iroyidea by a designated 
ikeragefirm. Investment- 


it tee strict proirision 
jlaundering 
information on source 
jioutine or easily 
may be derived from 


r' 


F80317S9 
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. ■ I 

Schedule of Bank Service €ha ges i i Fees 

(Rates In U.S. Dollars) ■ 


Wire TransiQr Service Charges i ! 

Incoming Wire Transfer $25.00 Iflat 1 3t4 

InterBank Transfer $35.00 iflatt ate ‘ 

Certifiad Bank Draft . Sao.OO-iminl niim based on Vz of 1% on . 

any amount 5 to $75,000. 

Outbound Wire Transfer $55.00|mini num based on H of 1% on 

the first $75,000, plus % of 1% from $75,000 toi$25( 1,000, plus 1/8 of 1% on 
amounts over $250,000 for collected balances oin de josit a minimum of five 
days. (For ftirals on deposit less than 5 full working d^ays a rate of % of 1 % will 
be assessed with a $75 minimum fee.) I • 

I 

Management Fees | 

Non interest bearing accounts No Charge ' 

(With minim imi $1 ,500 balance) 

Non interest bearing accounts $1 5 per mo ith 

(WheralbalE nee is Bss than $1 ,500) 

Miscellaneous Charges 

Letters of Credit must be fully secured. A set-Op fee of from 1% to 2 14% will be 
required, plus an annual fee of from 14% to 1% payable mor^thly by direct debit, 
with a $75 monthly minimum. Special loan situation: and various collection 
routines shall be established on an individual ba^is. . • 

No hourly charges shall be assessed where client ini eractio i is required for 
normal banking questions such as the dispositioh of uhds, etc. An hourly rate of 
$150 calculated in 6-minute increments will be asses sed for client requests that 
bank personnel provide special services such as inte rabtion with dienfs lawyers, 
accountants, third-party interfece, and other clerical < ir tnani igement interaefion. 

Anti^Aoney Laundering Guidelines | ■ 

In orderto p^ect the integrity of the bank while;ensi iritig ttiat the stnet provision 
for confidentiality is safeguarded, we operate anti-mr ney lat indering gukteiines. 

In this regard, we request that customers provide inft irmatio i on any substantial 
transfer of funds including source and origin of funds arid confirmation that 
deposils are not derived from criminal activity, this Policy particularly applies In 
the case of a substantial transfer of fends to an bccoLnt, which is immediately 
debited for an outward transfer. 

• i • 

1 

I 

I 

S ) 

Effective July 1998 . 

JTtB3179a 
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= Redacted by the Permanent 
Subcommittee on Investigations _ 


wire Transfer Instnictlolis for Rinds through tin 
ABA Routing Numhen 026007760 


Routed Through: 

For Final Destination: 

SWIFT Address: 
Transit Nnmhen 
Account Number: 
Account Name: 
ForFurtharFavon 


I^urisBank 

Bank of Montreal 
Mall Level, First Bank Tow« 

595 Butrard Street, Vancouva:, B.(b. V7X IL? 

HATRUS33 


Exchange Bank & Trust Inc. 

fOc La fert jpiiigslmerrts.ltic - 1 


■Wire Transfer Instructions for Funds from Outside 


For Final Destination: 

SWIFT Address: 
Transit Nurnbfa:: 
Account Nnmhen 
A^untName: 

For Furtiier Favor: 


thetJ,S. 


Bank of Montreal 
Mall Level, First Bank Tower 
595 Batrad Street, Vancouver, B.tjl. V7X 1L7 ’ 

BOFMCAM-2 



Exchange Bank & Trust Inc. 


***Please add an additional US$25.00 to the total amount bf 
cover wire transfer fees. Thank you.*** 


Revised September 14, 199S 


U.S. 


ling wiled to 


FBa31791 
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Wire Transfer Instmctiions for Fundstthrough the U.S. 


ABA Routing Number: 
Routed Throng- 


For Final Destination: 


SWIFT Addrera: 
Transit Number: 
Account Numben 


Account Name: 


For Further Favor: 


026007760 

Harris Bank > . 

i . , . • 

Bank of Montreal 

Mail Level, Fir^ Ba ik Tow) r 

595 Burrard Street, ^^con^ler,B.aV7XlL7 ’ 

I , ' ■ 

HATRIB33 ! ’ 


Exchange Bank & Ttust IncJ 


Wire Transfer Instructions for Fundjs from Outside the U.S. 


For Final Destiiution: 


SWIFT Address: 
Transit Number: 
Account Numben 
Account Name: 


For Further Favon 


BankofMontrdal ‘ ' 

Mall Level, Firk Ba dc Towk 

595 Buirard Street, Vancouver, B.C. V7X 1L7 


BOFMCAM-21 


Exchange Bank & Tjust IncI 


♦**Please add an additional US$25.00 to liie to al amount being wired to 
cover wire transfer fees. Thank you.*f* 


Revised September 14, 1998 
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Benjamin D. KnaopH P.C. 


lOSSO SW Mien Blvd. Suitt 100 
Beavotoo. OR 97{X)5 U.SJL 
TeL(503)^7<r7l | 

. Fax (S(B) $26-7950 ; 
Etndt: ben@knaappiaw.com 
Website: fanp://www.kn«ipp]Bw.com 
I 


Sej^ember 5, 2002 

Kurt Greaves 
60CM) Textile 
Saline, MI 48176 

Dear Nfr. Greaves: 


1 have reused the SaUsfection of Mortgage forms to update some of the, addre s lafomiatioa and 
I sent diem to Felix Keuben FedEx today. I instructed Mr. Reuben to a] ji the and send 

them FedEx to you dir^y. 1 also instruct^ Mr, Reubeai to bill you dii totly t m any of his costs. 

Please remit to my office die sum of $75.00 to cover my time and $25.0 ) Fed] fx co^. Please 
make the ch^k payable to Benjamin D. Knaupp, P.C. 

Good ludlc mth your refinance. 

Best regards. 

BENJAMIN a KNAUPP. P.C. 

0 - 

by Benjamin O. Knaupp / A 
Managing Attorney 


Permanept Subcommittee on InvesdeatioBS 

EXfflBIT#66-FN118 
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c4, 




BARRISTERS, SOLICITORS. NOTARII 
207MENZIES STREET! 
VICTORW^B.C. V5V2G6 
TELEPHONE: <25Q) 385^012, FAX: {^0) 3^1174 
E-MAIL- 


lES PUBLIC 




13 September 2002 


Mr Curt Qreaves 
6000 Textile Road 
Saline, Ml. USA, 48176 


Dear Mr Greaves, 


OUR FILE #2600.000 


Please find enclosed, three ortginally executed Discharges of Wfortg^i 
Following our telephone conversation yesterday - Thnrerfaolli 

■{‘nlinkaaln^ *t_ . • ' 


cnecKed with our Credit Union to see if the money had arrived. Tliie Cri 
out that the Wire Transfer Request specified the incorrect accpisnt ni 

You will see that I have highlighted account number ]o2410809? In the 
the tANre Transfer Request. Those numbers Identify the financial ini 
reason, the account had not been credited wifli your money when 
morning ' r a 


Thursday! 12 sytember - and 
" ■ wire transfer, 1 

cJit Union pointed 
mper. 


enclosed copy of 
" ution. For that 
vie checked this 


istiti 


Even though the money has not yet been received from you. I am' sending 
to you by Fed-Ex. I will follow up at my end early next week. Ifthfemoiv 
spite of the slip up with the account number, terrfie. • | | 


In view of the fact that I am taking a chance by paying the Fed-Ex chaiLi 
have not yet received the funds, I would ask you to follow up at yo’ur eno 

mnfirmft that vmir mnna\/Hf<4 nnt ratar%h mih. i str_£...>.'j T 


is .ww— IWXSISP, < SVWWIM aoix yviu VW lU 

confirms that your money did not reach ours, I would 
(by air mail) to the address at the top of this letter. ' 

Yours sinc^ly. 


Yours smelly, 

Marcus O'Sullivan 


ask that you send 




Permanent Subcommittee on Investigations 

EXfflBIT#66-FN118 


jtheDlschai^es 
ey reaches me in 


les even though I 
too. If your bank 
a cashier’s check 
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-03-2003 l2:<lilP!1 FROM 



S0:telfi4IiFE:^CASU4UT, Lm 

APR^OVAL MEMORANDUM 


■5 -T^ 


-p^t. 


Jwyaiaooi. 


greaves INC. 
3511 E , Ellsworth, 
Ann Ar lor, Ml 48703 


■ = Redacted by the Permanent 
Subcommittee on Investigations 


Dear Sr. \ j 

insuran new '“■ ’’““ness casualty 


0 0 G ^ 


Please ke transfer ttnds to the jollowfng coordinaiJs: 


ABA Ro|j3ng Number; 
Routsd Through: 


SWIFT /ddress: 

Beneflcii ty Bank 
Account kumbar 
BenefloWry Customer 
Account' Number 


|026 009 580 
jABN-ktRO BANK MV 
335 MADISON Ave 
New trork 
KY, 1001-7 


itBNAUS33 

jmited . 

J2;;=|2'2’ Life & C. sualty, Ltd. 


Sovereigii Lfe 4 Gasualty, Lw 
nO. 0OX-12SO 
Ojvsy Suflojng 
prand Ansa 

StGfldi^g's, GRENAO^i. 


Fa03i7fli- 


Pcrmapent Subcommittee on iDvestigations 

EXHIBIT #66 - FN 119 
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telefax COVER SHEET 


Dale: September 5, 2001 
Pages: 10 (including cover) 
From: Company Management 
TelNo:1 4734391.176 
FaxNo;1473 439 1265 


To: 'Knrt Greaves | 

Fax No.: | 

Re; ' Business Casualty md Fidelity 
; Insurance. 


Mis message Is latendoil Tor the «>e of fte individual or caliiy to which It i> addnaSed and ccnlaBis 
piivncgcd aad eonDdeiitiaJ Intomiatiog for which dbdosqre b restricted under spp|MbleIaw, Any 
dlsscminatiun, distr^utlon, or copying of this conuaufllcation without the prior written consent of 

the euthOT Is strictly prohlWled. 1 ■ ' 


MESSAGE; 


Business Casualty and Fidelity Insurance 


Please inilial the pages of the policy and sign^indomnity Agreement. ,Fax a wpy to 
' 1 .473.439.1265 and mail original copy which will be senfvia FEDEX to Sovereign Life 
& Casualty, P. O. Box 1260, Otway Building, Grand Aniie, St Geofge’s, C RENADA. 

Rc^rds, 




Grant Covington 


Permanent Subcommittee on Investigations 

EXHIBIT #66 -FN 119 
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SOVIREIGNUFB & CASUALIYLTD. 

BUSINESS CASCALTy AM> FTOEtTry INSURANCE i 

btOmdng Dif^oce of OmditJOius. Excess, and UmOrella Cweta^ 

f 

PoBcyNmibet:98S-01 


El e(»iSi<^tio» of die peymeiK of die pmonint, and in reliance upon the stmemens suid| to die hisaref 
in llKS ^pf^icndoD hereu> atKl nuule a part he^of, and any rad^ntexoMits and dde^ k«Ried or 

imached and tiie inaterM liK^ninicated and sunjea to (bn Usfi'it of Liabilhy ai^ alj^c^ior tenm 
and eonditsms contsoned bez^ SOVEREIGN LIFB & CASUALTY, LTD., b^ein caltA (be Znsnm®. 
agrees to pro^de 6as to Cimes Eie., at 35U £. ElUwonh, Ann Atbor, ME 48108. bereln cadcci 
dteinsirr^asMows; ’ | 

1. DECIAIUTONSiUffilNiilffiKJA^ i 

l^cy sbaU ntdeinnlfy the Insured for 0(7 Cl^ dint made by tbe losnred during dl Pdi^ Period 
and repodcd In vMng to the Inimref pursuam io die terms of this Folisy fx usy covat!(lt(^. as 
foHowsi I 

A, »ERI^INSKRia& . ■ I ^ 

t. Loss from warn of hunesiy or Eddi^ of employees, mefudlng fraud, vblatum oronn- 
comi^ltiottagrBemem or tum-di^losurn agreement. | : 

2. Loss'&txnb^fiiidtrefffefientadonofihelnsured'sintenrstsorhreachoffidueiaryda^by 

<ilre(^R«o(t!cersorodierenip(i7ee4gentsurthe&isure(L . | 

3. Loss from nnpte^ to the goodwill or trade name of the Insured due to aJsdeecnbcd in 

paragrat^I andZfffdilssecdoR.' IT 

4. Ijjss froin tont^ I7 any ddrd j^ty Including disgnmfled custonsis, ^ines rivals, 

or odiers condticdng sm^ campaigns, Irite^ering with contrdcfiial'rebti(msror|od)erimrair'’'- 
trade ]n:aetices. |j 


5, Loss from econmnie dowmums due to ms of God, sirlkea. labor nmest. dvil unt^. war, w 
other foree maieure. | 

$. Loss doe to vegutaKny actions and requirements which decrease the market v^ of] 
inventory or capital ms«s; increase production costs of inveidory: decrease marjkct demaiul for 
invemoiy items; or result I'n decreask proHts doe to increased compllance cosw * 

1 ‘ 

7. Loss of commercial cretfit lines or decrease In credit limits due ro any acta described in 
paragraphs ] tbrough 3 of tliis section. T ; 


^eteign Business Catoalqi aad Hilell? FnsuTBnce 


Page 1 of? 
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8. Lass to advwse tegal ludgiiffiiits; rolia^, or costs of defense of civiJ clA or cnmiaal 

mves^tioBs sMt apmsi Ik Ii^ured or its otHcers. asd excess of all oikr of | 

imurasce Utai are provide piimary coverage to the imured. ' 

9. duetoincieasedec^Bordficreesedsai^arlsing Dutofresigna^ofial'enQidt^^et^ 

10. Loss due tofernihution or loss of key business reIaiiomhi{Kt Inchriing, kt §ai Ifmkd m 

lOiS ai a su^egic pnjicrships®. fevturable ooiuxacts, speeki advocates, aetvicp 

providers, etc. 

B. VAUJATKlNOPJNSOaE0<XiU3® 

Ik valualloa iremrcd claistis imder tlas Policy as duscribed in this section shajf be defined 
m the foHown^ ksb: 

1. The vuluatket tmy OaSm made for a loss descrfoed in pamgr^tbs 1, 2. 3< ^r 4 of ^ 
Kction Shan be the am^ ntx di^:rease hi bu^sess proHu direcdy attxibu^bie n^tbe act^ihs af 
any party descdbed hi sabl paragraphs. 

2. Ik ^it^os of any CMn made for a loss described in paragraphs S, d, 9, Sr'iO o^th^ 
section diaQ be tk onual na decrease In badness proftis directly anribntkie to|tbe ocqtrreoce 
of events dksscifoed in said paragraphs. 

3. The YBliunicm of any Clahn made for a loss descrfoed In paragraph 7 of dds s^ecUon skll be 
Ihc acnral decease in credit limit or value of lost credit 

4. The valumlon of tuty Oalm made for a Itm described in patagr^ih 6 of dds sball be 

Ihnifed hi actual costs, damages, awards, fmes, and expenses paid or uicuETedbutbe Insured. 

c. pmnuMs 

the fosured shali pay annual piefniunis ht ibe amiHinc of $230,000 in U.S. do!!a&. Premiums in ' 
any amount may be paid in advance, the Insured win be the for any tatA of prerahiras 
IKridakfor.uiy.Clahn.pald ‘ 

D. ItFTURNOKPfiEMRIMS 

^ly premiums paid by the Insured under Oiis Policy sbafl be returned to 

(0 This Policy 1$ found void ab imtio either due to omissions or ei^rs by|di8 
Insured or by ibe Insurer Id the making of this Policy . 

Cit) If the rislcs insured herein do not attach at law in light of all and 

cimumuiices coDKmpItfed, undersUrad, and thought to exist ^ occur.’ 

e. UMIXO^UABIUTT 

Insurer. s llaWBiy to the Insured cUIuu made is limited. Kie aaxiimm sggiepje amonpt that 
shall be paid to the Insured under this Ihtlfcy is Two Million. Three Hundred T&ssnd ■ 


Sovereign Bscess Bus’mess Casuai^ and Fidelity Insurance 
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(|2,300,00{^ V.3. doitars. Otm tlie ttmU is read^ we win Mve no ftirnicr obij 
^is <»!^ractiiB^any clfmmstaiK^. 

E, TERM Al^tERIirrORVOF COVERAGE 


Igaxion tmtier 


TUs Foney ^lall iwain ia force for every year hi wWeh Premhuos !mve teen ant{» m tbe 
ev^ M no etaims bate been iaa& In prior years, (his Policy shall cofiuisae in orrce for a 
peHod m 10 enml isnOO} years upon p^em of an extension ^ demdsed m Vmvss and 
sil odier leims, c^itioi», and' llmitaiions contained herdii. 1!Us Polij^ ^laU apply 
to »ty loss by Oie Insosed worldwite. 


F. BEDtJCTOtE 

An Bg^grcgate ani^ ^ncUbhi of $2,500 shall be assessed anil paid by the lnsur|d before 
Insurer has any du^ &> indemmfy die Insured ^ a loss soffered, 

tiiswnoNs 

{&> AOiahi»9 me^ {noof po^ve shown by the Insured under (he terms aD| coiulidons of 

dds I^licy suffered by the heured due lo die tisls insured as detlned inS«dHmTA of 
ihU Ptdicy. 

(b) Aliisuied9 meai» the ^pltcani as defined la ibe apidtcadon pacli:a^, i 

repmented to d^ InsuiW in writing or orally 1^ the legal representative of the 
lasured. | 

(c) ALosss means decreased prodts, cash outlays, expenses, costs, or dem^ed cn^h 
iimils fis (he case may be, end calculated as described in Secdon IB of tSs Policy. 

(d) APolicy Periods means die period from ihehicqitiott date of this Policy^ the eaTlicr of 
the ei^icatloa date or the effective <tete of cancellation of diis Polity. 

" (e) Al^mhuna means the cotisulcration paid to die Insurer -to provide exce^ business 
casualty insuiunce coverage to tbe Insured. 

(0 AWHmgfol Act® means wy act, error or omission by the Insured' s diiAors, olficera, 

■ partners or employees, or by any other lawful representative agem, in dteh resteedve 
• capacities 8$ such. " 

AS^GNMEKT AND TRANSEERABO/rTY 

(a) This Policy Shall be fteety assignable and iransferrable to the.successors in ii Wrest o’f ihe 
losmed in aiQr lUmHhosille merger or acquisition tntnsacUon as long as (he Iasute| ' s betedts 
undmr tins PolWf remain in ibree, and sulgcct to the losurer' s written conseut. 

(b) Ihsurer' s JiabilUi^ under this Policy may be covered in wtele or In pan by iliuswance 

anan^anents. The Insured agrees to accei^ & performance of the duties of Die mjiurer by 


SovcnilgB Exceis Business C^soal^ and Fkle% Insurance 
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ft d^gjose of tht; insuresr, and die Insured berets granis a novation n> liis Insurel la any -eke 
where die losur^r' s ItabDides have been delegated by reinsurance arrasgenuinta. | 

(c) This Policy my te canceled ami ^ared ludl and void by Insurer If (be Icsti^ oqpfeiieiass 
ft ’chK^ in <M«u»sh^ wjbich» in the view of (be Insurer, constitutes a bost&e m^er or : 
t^teover, 8 forced In^out, a co^-erdered ^tan^ M omtersbip. or any tdber emn^ of ^ 
Dwnendup by vdn'cdi tbird parties attempt to gab access to the b^Hts of fo| Policy^ 

0 H:oiigb a takeover of the losored. 

EXCLUSIONS 

the tisorer shall not be to pay heneSts to anyone other than the Ti^ured, ^ ahaHjnni he 

ilable on 81^ CiaiiiitnadeagaliBt the Insuiedl^ third patties: I l‘ 


tnimlkJor 


(a) ftrisiog put of, tipos or anributable to the conunhiing in fact of ai^ 
deliberately fmidiileflc act, ai^ willful violation of any law; 

<b> for bodily sicloiess, disease, deaih or emotional distress of any 
damage to or desiructhm of any tangible property, tncluding the loss of | 
for injary forni libel or stai^ or d^amation or disparagereem, or for i 
yfolatioB of a p8i^«s right of privacy: ' 

<c) ftUegh^. arising <hU of, based upon or attributable to any Wrongfoi Act L 

to foe iocejMSon (hue of foU Policy if on or beiwe such date any Insurad | 
have reasonably fc^eseeathat axcb Wrongful Act could lead to a Claim, 
arising out of, based i^o or ahributable to any suteequent interrelated ( 

alleging, arish^ otu of based Qpoa or attributable to any: (1) cffiployee \ 
trust sponsor^ by ^ fonited or sponsored by any busiotR^ ^o^rlse t 
at ina&B^ or owited, directly or iadire^, In whole or in parti 1^ atQi 
ai^ plan to ofolch the Insured Is a participant or h( a named fiduciary; oi 
bleed upra or aurltmtable to any services performed by foe Insored actij 
trustee, admlitistRUor or flducmry under foe Employee Rmitemeiti htcor 
of-1974, or amendments (hereto, or any. similar foderal or state siatuiorvlaw orjany 
regulation or order issued pursuant foereto; ' 

(e) brought on behalf of foe Insined, or the succe^ts or assigns of the fnstired: ortbyor 
(m behalf of any enterprise, bua or other entity that is operated ca manned or owned, 
directly or indirectly, in whole or in part, by the Insured; or for which & Insu^ is a 
tntsiee, fiduciary, dintetor nr officer Ibei^r; 

(0 alleging, arising oid of, based upon or attributable (d any liability assun Ll fay 4c 
Insured under any IndrainifteatloQ ctmtract or agreement, ehher ond ot in wrlti^' 


fit plan or 
Is operated 
ilnsut^; or (10 
tisifigoteof, 
hi fmasa 
SecuHty Act 


Cg) 


for k»5, clafms, or peHls covered by ofoer policies of insurance of foe ^ 
foe t^i^t of foe Insured. 


CHANGES 


Sovenn^ E»Mss Bturioess Caseftlty and FuleliQr Inkiua: 
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This Policy coTuairts all tiic agreemems between ib& insurer and tlie named iTisure 
the insurance ailbnfed. Only Insured shown is ibe Declarations is autborized 
clrangsrinflmtermBof&isPctiii^wiaiourccuise^ This Policy' s tenns can bd 
wdved<Hifyt^end(»»einaicisaieilbyttSS&diDadea];^oftli&Poltcy. btiteJ 
£candr we wi& consider statemeids in Qie aj^Kcailon to be re^msKitations and 
No statement iiy you or (be applicant wR be used by us to contest a (Mtn unfed 
hm {be anad^dapidUatioacMr man attached oniuuiment to Rlel^^lbuu!oll. I 


to mate* 

ottnce'of 
botwaipndes. 
i the statement 


OJUMSPROCEStlRE 1 ’ 

No Claim shall be made except in wrkhig and si^ported adequate financial dJnunemiion in 
the fmm of auihet^c coj^es of dte general accounting books and records of the msuied. {insurer 
has ifie rij^ to request ^Hher btfitmation or proof for the basis of ssxy Qabn b| bsuied. No 
0aiin may be brought to secure the bmefits of ibis PoUqt except hy the finl na^ Insured. 

All Claims must be aubmined In writing cm the insured's appre^ed Claim fonss| wi0} | 
nq^rting docomcniatiim of loss to be proved by the Insured in any retsonafallfonnat! ; 


The Imtntd graiis Ihe Itsumr tite right to examine md auiHl Insured' s books aw teowtis to the 
extent they leliite to any Oaim made under this Policy at any time dutbig the Pemey Perioa and 
up to three yean aftsiwaTtt This policy not contribute to ■aiy loss paid uni!|r any other 
poiky, and Shall be ^tcesEofany other applicable coverage of the Insured. h 


The Insured shall, as a condhion precedent to the obligations of die Insurer umie this Pmicy, 
^ve vmRen notice to the Insurer of a Clrim node against an Insured during the olhy as 
»}oii as practicable and ehben 

(a) anytime during the PoHcyPerlodt or 

(b) within 60 days after the end of the Pttiicy Period, as long as su h Ciali^s) is 

leimrted no later than 60 days after the date such Gaim was first made gainst an 
Insured. p 


CANCELLATION I ' 

Tbk Ptrii^ lury be caimded by the Insured at any time only by mailing written ; riot notice to 
tile hosurCT staling when ther»lter such cancelimion shall be efTccUve, or by soi: aider ctf ihis 
PoUcy to the Insurer or hs authorized agent. This Policy may also be canceled t r or on behalf 
of the Insurer by delivering to the Insured or by mailing to the Insured, by regisi «ed, certified, 
or other first class mail, at tiie Insured' s address as shown in Item 1 of the Ded lia^ms} written 
mnice of canceOation not less than sixty (60) days prior to the end of Ibe cunent ^ficy Period. 
The Tfiailmg of such notice as aforesaid shall be sufficient proof of notice. I 

I ‘ 

Ifthe Insured cancels titis Policy, and ifuo Claim has been made by Xnsured on lisPoIicy, 
prennuim paid may be imroed m the Insured tmder any of the circumstances d(»a{Ud|la 
Section ID, and ooly upon (hose terms and conditions stated m Section 10. 1 

If this Policy shall be canceled by tiie Insurer, the Insurer tiiaJl refund to the Ins red any. ’ 
tnemiums w^bJdi have been pt^iaid for rotore coverage. • 


Soverct^ Bxfxss BuriiiMS and^delhy Insurance ^ 
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actions against INSimiSR AM) CHOICE OF VENUE AND EA W 

No actioa shall Qe agaonst fte uhle», as a conation precetUsni Hereto, th ko shali bavo 
been faU compBance wfth all of the tenss of this Policy mchiding payment of ait premiums Oae. 
No person or organlaaiion shall aay rl^t ondsr Bus PoB^ to join Bie Insu pd as a to 

ai^ acthm aiainst die Insurer va determineihe bsuier' s liabiUty, nor sbaU die Ii surer bf . 
in^lemiad By l&siued ot fiisir le^ reprcsestaiives. Banknq^ or insiblveiu: > of tlKjhumred 

shall ix» retted dm Insurer of any of its obltgaBons hereunder. 

Ihe Insured C0A3^ and i^ees dnot venue shall He with die cams of fbe|teland ^ 

Gi^iada, West Indies, and that pn^ choice of law governing any dispute regai|mg ih^ I^Bcy 
8hali be the laws of die Island of Gtemula, West ladies. 


and Insurance 
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This |>o!icy is tieemed and is fom ss <^the date is^rsd^^s a^^Ucatioa is accqsed. EepnHl^riim 
of slgnartu^ of OfiK^r hetow idiall efEcnve and bs^ the insu^ as origioaiiy si| icd by such 
O^er. 

SOVERHCNM^&CASUALTV.I-m . . ‘ 


By 

AudiDiiKa KqireseiitaOve 
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INDEMNITY AGREEMENT 

This Indiaonity Agreement is effective as of the 5 day of September, 20(|l between Me 
Laren Investmeiit, lne.(the “tirdemnitor''), of Main Street, Charlestown, Nem, and Sovereign 
Life and Casualty Ltd., (the "Indrannilec") of Grenada, West Indies. ’ I 

For valuable consideration, the sufBciency of which is aclroowledgcd aid agreed to by 
fhepaities, the patties agree as follows: | ' 

1. Duty to Indemnify. The indemnitor agrees to in^nmify and hold harmless tire 
Indemnitee from any and ail ctaims made by the insured patty or the insureclfltty's 
r^esentatives, or ar^r party claiming any benefit as an insured under the Bxc|ss Business 
Casualty and Fidelity Policy (the “Polio/O issued the Indemnitee, attacheJas Exhibit "A”, 
and siAiject to the limits and conditions set forth below, and the limits and comitions:set forth in 
the Policy. INDEMNITOR ACKNOWLEDGES AND UNDERSTANDS THAT ITS 
OBLIGATION TO INDEMINIFY AND HOLD HARMLESS THE INDEMNITEE IS 
ABSOLUTE, AND THAT INDEMNITOR HEREBY FULLY ASSUMES ALL LlABILITIBS 
OF THE INDEMNIIBE UNDER -niB POUCY IN THE ATTACHED BXfelT, AND 
THERmYREl-EA.SES INDEMNITEBTROMLIABn.lTYTOTHElNSl|RED UNDER THE 
POUCY. ' . I ' 


2. Notifieatlon. In the event of any claim or asserted liability against &Indefnnitee 
arising from the above activity, the Indemnitee agrees to provide the lndein|itor with prompt 
written notice. Upon such notice, the Indemnitor agrees to inden^fy the mdemnitee fiom any 
claim-which is made upon the Disability Policy-set tbrtir in Exhibit A. In ffie event the 
Indemnitor &ils to indemnify the hademnitee for any claim of liability arismg fiom tire duty 
described above, (he Indemnitee has the right to defend or settie such claiin on their own he! 
and be ftilly reimbursed by this Indemnitor for alt costs and expenses of such defeiise or 
settlement. I 


i on their own behalf 


3. CondlHom and Limits. This Agreement is non-fronsrenable by me bdemnitor widiont 
the express written consent of the Indemnitee. Payment ofany claim sub|utted by the 
Indemnitee to the Indemnitor shall be made promptly, in U.S. dollar^ and shall be ibr the benefit 
of the Indemnitee, or its successors or assigns. Payment shall be made hi checkf monjy order, 
or wire tansfa: and shall take place at the office of Indemiiitee. IN NO EVENT SHALL 
INDEMNITOR MAKE PAYMENTS DIRECTLY TO ANY INSURED UND^R THE POLICY, 

4. Governing Law and Effect No modification ofthisAgrecm<ai| will he effective unless 
it is in writing and is signed by both parties.. This Agreement binds andjbenefits both parties and 
any successors. This Agreement, including any attachments, is the enlm agreement between the 
parties. This Agreement is governed by (he laws of Nevis, West Indieslsnid any disputes will be 


Permapent Subcommittee on iDvestigations 
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tried in the appropriate courts located in the West Indies. I 

lit witness of this, the undersigned have executed this Agreement as of tie day and year 
Best written above. 


INDEMNITOR INDEMNITEE 

SOVEREIGN UFE AND CASO KlTY LTD. 


Bv: 

By: 

Title: 

Title: 

Date: 

Date: 
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Offehore Consulting Services, Inc. 

822NWyuiTayBlvd. 

Portland, OR 97229 
Phone 5D3.647.7730 
Fax 503.647.0080 


September 6, 2000 


Kurt Greaves and Grace-Anne Greaves 
6000 Textile Rd 
Saline, Ml 48176 


Dear Kurt and Grace-Anne, 

We have completed our corporate consulting services frorri within the United States and 
recommend that you instruct us to move your file to St Kitts & Nevis where our work 
product and mutual conespondence will be secure in accordance with the Privacy and 
Confidentiality Act of St. Kitts & Nevis. 

.Under U.S. law, a litigant can subpoena files from our U.S. office and we could be 
required to provide copies of the contents of such files. Enclosed is an 
Acknowledgement and Indemnification Agreement wherein you relieve us from 
responsibility to maintain such files in the U.S. and instruct us to move documents, legal 
work product, letters, memos, records, research, etc. to a safe haven beyond the grasp 
of predators. 

Please sign and return the attached agreement and we will quickly relocate sensitive 
client data. 



President 


Internationa] Management & Financial Services 
www.offshdrecorpservtces.com 

Permaoept Subcommittee op Investigations I 
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CC»IMONWEAl,TH OF THE BAHAMAS 

New Providence h 

LEAOEmiALL BANK & TKliST COMTANY LIMITE » CREDIT CARD aWBnTONS OF I ISE I 

IMPORTANT: Beibre y<m sign or use dvs taKlo^ <^d. p esse read this Agreem^ tho^u^ity; B^gnin^ c :iRg or acc^dcg die Caid, you 
a^iee with Leadenhail Bask & Tni^ Conf>any Limited to be bound by the terms ai^ craidiUons centred here^ in'ciudtng ^ SCHEDULE OF 
FEESatttched. ‘ 'I ? fl I 


Linn^ ^ the Oudhoider the toim 
eatttehed. |Au<heiiSGd User* nu»ns a 
|i*^Brd”|n^as tme or more oedit cards 
I pTC in pelatimi to Coni lYansunitHis, 
any pa^nent imde or cash ad^mce 
jrar ditomtoRhe Acrount ^Trnst 
||atore. l^jttoilniticn tnchides finanotal 
mtes m is potocsston and control for any 
«ch the ^nihohte may have an inttoe^ 

|q Traditec^ toithe Pmudpal Cardhcdder by 
irindpai Cardboldei^ means a person m 

J - -I- ‘ ■ 


Your use (d^tbe card will be governed by dus Agreement. • « | 

DEFiNITI(»4S _ ‘ ' ■* 1 

I.IothesecrmdiHenarTlisA^etonentmeanstheapeem^ tbetweenLeadenhaliSankfi^rustComi ^Linatid nd the Oudhoider the toms 
of sducli are Qi^ conditions as varied from time to Hn» i id THE SCHEIMJLB 6v FEK which a|i attorher . ' Authorised User* narens a 
Caidi^dernon^ted under condidon It.^LTC^mearsL edenhaH Bank &1hst Company I4mlte| '‘Card” nu tos (me or more oedit cards 
issued by LTC puisuam to this agreonent "Card Acc maC” means an account maintamed b| LTC in re1ati(»i to Card lYansunitHis, 
"Cardholdu" means any pea^ for whose use a Card is issued LTC. "Card ’nrensactioR* nito ^ any : 0 $ nent nmde or cash ad^mce 
obtained the use of the Cud, ilw Oiid nuntoer or m t ny manner autoorised the 'Cardholdra br dtfoit to the Ctod Acrount "Trust 
proper^ imam, but is iu» iindted to, mon^, securities, sM financial instniments of every Idnd a^i atore. 1 us itofiniticn tnchides finanotal 
asst^rn’otoerpioper^cunenltyorherehtafto held, carried jrmaintainedt^LTCwbyanyoflteBffliatoimiiip iKcsston and control for any 
purpose in and for »)y of toe Canlhold^s aecoonts now or lereafter opened includiiig any, assets in the < an [»hto may have an intse^ 

"Cntf t UndiP’ means the maximum d^it balarwe pemdtl d on the Card Account as determined a^ Tradfied to the Pmudpal Carfhrdder by 
LTC frtnn time to rime. "PIN* meats toe pmsonal identsfie idon miirtoer issued to the Cardholder. "E^odpai ' lardboldei^ means a person m 
whore itomea'Card Account is mmntsined — t ... » , — . . W- .. i 

l^EOFTHECARS | 

2. (a) U is understood dwt by sfgnmg the Cant Application tnd Trust Agreement the Cardholder i^e^btlshing a Iriist AceoinU; mTh LTC and 

toat toe C^hoider wiU pn^de LlC Triist Profto^ which LTC wifi hold for the Cardholder for to^purpose < f estabifehmg and securmg dre 
Card Acoxint and to this te^rd LTC wifi open a Card Aeco nt for, the Cardholder and LTC will issu»^ Cardh ddp <me m imae MasterOud® 
cards. LTCishoebyiostru^ed to invest the Trust Property directly or rndirecdy in Short Term UE.efovenune itOuaTanteedSecuiidto^andto 
hold sa^ securitos as ccMIateral against finds advanced torn the use ^toe MasterCard.^ 1 1 t 

to) The available fiee credit timit sludl be the octmt of > Six (66%) per centuni m toeLibcnti Cffid and Sm en^FIre (75%) pv centum on 

toe Jhimid Gcdd and Platinum Cards of the Thist Property he Id by LTC. LTC mr^ reasonably witohohmxess to hehPrest ITc{toT^ imtil all Card 
'nmisactosis have been sf^ed and may satisfy amounts owd i in connection with the Card Recount fimn the Tttt tpjopoty. 
(e)'nwCardholderagre«3nottoeondaetCardTraQsaerion6 n excere the credit Ifirit Neveithelessf^eCaf^ldW agrees to be Salde for and 
to pay any and s!i Card TransaetioRsermducted by virtue ofiKeoftoeCerdand/’m-PlN' lU 

(d) The card must be sigaed by the ^dbolder immediately' nreceiptand maybeiAedonl^ [ 

0) by that Cardholder; , is* [{ 

to) suidect to toe tenTBOftoisagreemret current at the time >fusr, • » l| 

010 udflun toe Credit Undt (any excess ovct the Credit Uml being fanmediately repayable to LTC aniWn calcula mj whether the credit linnt has 
been exceeded LTC stotfi lake hUo account toe amount of aify Card Transaction not|^ debited to the prd Account and any aothorisation given 
tfyLTCtoathirdpartyinre^eaofapro^tiveCanlTmi^ction); ' ' || 

(iv) to obtain and tse toe focilities end benefits from time to ime availtole by^LTC m respect of me use of he :;:8id; 

(v) during the validity peiod embossed or the card; j, n.| 

(vi) sulgcct to toe ri^ of LTC in il’i atuoiute discretion a id without priw aetlee at any time to wilhdrew the ri^ to use the Card for, or to 
refiise any request for autoorisathsi of. any parricuiar Card T anaaction and to publish any ^\]Ch witodra^orid isa . 

THE CARD ACCOUNT . \ \ * 1 i] 

3. LTC will drfMlfcredfi toe Card Account with toe anouito of all Ceid Transactiohs, an® any other ij^litles of toe Cardholder including fees 

and charges as described in too sdiedole attached, which; halt be subject to change anj will bo cmiged to toe Card Account and eay toss 
inetffled by LTC arising from toe use of the Caid. The Priti ilpal Cardholder shaO be Sable to pay LTc|all amounts so debited whetoo'ernot a 
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Case 1;05-cr-00066-PLF Document 145 
C^. Department of Jnstice 


Filed 09/08/2006 Page 1 of 4 


Kenneth L. Waisstein 
United States Attorney 


District cf Columbia 


JudkIaryCtiuBr 
SSSPeiifaSi^N,W. 
Washiatioji.D.C 2Q530 


Sq>tembeT 8, 2006 


Micbdle M. Peterson, Esq. 

Assistant Federal Public Defender 
625 Ihdisia Avenue, N.W., Suite SSO 
Wadiin^on, D.C. 20004 


FILED 

SEP - 8 ZOOS 


Steven E. Fagell, Esq. 

Covington & Burling 

1201 Pomsylvania Avenue, N.W. 

Washington, D.C. 20004 




Re: United States v. Walter Anderson 05-66 fPLFl 

Dear Ms. Peterson and Mr. Fagell: 

This letter sets forth the full and complete plea offer to your client, Walter C. Anderson. 
This offer is by the Criminal Division of the Uaited Stales Attorney's OfiSce fiw Are District of 
Columbia and the Taa Division of the U.S. Department of Justice (the “Offices”) and is binding 
upon both. Upon receipt, die executed letter will itselfbecome the plea agreement. The terms of 
die ofi^ are as follows: 


1. Charges : Pursuant to Fed. R. Crim. P. 1 1(e)(1)(C), Mr. Andsson agrees to 
waive his right to a trial and to plead guilty to Counts V (Tax Evasion fta 1998), VI (Tax 
Evasion fiw 1999) and XI (D.C. Fraud for 1999) of the Indictment It is understood that the 
guilty plea will be based on a factual admission of guilt to the offoises char^ and will be 
entered in accordance with Rate 11 ofthe Federal Rules of Criminal Procedure. 

2. Penalties and assessments : Pursuant to Fed. R. Crim. P. 1 l(cXlXC). fee Unijed 
States and Mr, Andason agrefethat the rrtaximum term of imprisonment will be ten years. Mr.i 
Andeason agrees tiiat the court shall sentence Mr. Anderson after a considcjatian ofthe factor^ 
coniained in 18 U.S.C. §3S53(a), and the court is obligated to calculate and consider, but is not 
bound by, the United States Sentencing Guidelines (2001). Mr. Anderson agrees that ft>r 
purpo^ ofthe calculation of a guideline sentence &e tax loss in this matter exceeds $100 
mlUion, ami that the offense involved sophistjcated means. The government agrees that luff. 
Anderson is cnbtled to a three level reduction for acceptmce of responsibility. Mr. Andemon 
also agrees to pay the special assessment of S2(X} within ten (10) days of sentencing by cashier's 
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check or certified check made p^able to Clerk, Uaited States District Court for the District of 
Colombia. 


3. Waiver of Rlghb : Federal Rule ofCriminalPtocedmellffl and Federal Rulfe of 
Evideice 410 limit fire admis^ility of statements made in the course of plea proceedings or plea 
discussicms in bofii civil and cainiinal proceedings, if the guilty plea is later wifisdiawsL Mr. 
Anderson erqrtessly warrants that he 1^ discussed fitese rules with his counsel and understands 
dmt. Mr. Anderson voluntarily waives and gives up the rights enumerated in Federal Rule of 
Criminal Procedure 1 1(f) and Federal Rule of Evidence 410. Mr. Andrason understands and i 
agtcra that any statements fiiat be makes in the eourse of its guilty plea or in connection with this 
plea agreement are admissible against Mr. Anderson for any purpose in aiiy criminal or civil 
proceeding, if the guUty plea is subsequently withdrawn. 

Mr. Anderson waives all defenses based on the statute of limitations with respect to any 
prosBcutian (hat is not tune-baned ran the date that diis agreement is signed in the event that ft) 
Mr. Anderson’s conviction is later vacated for any reason or (2) Mr. Anderson violates this 
agreement. Mr. Anderson agrees that with respect to all diaiges refetied to in the indictmeat,!be 
is not a "prevailing party" withing the meaning of the “Hyde Amendments,” Section 617, P.L; 
105-119 (Nov. 26, 199"^, and will not file any claim under that law. Mr. Anderson further agrees 
not to file any claims under that law or claims of any other type against the Department of 
Justice, or any components of the Department, including the U.S. Altomey’s Office, or again^ 
the Treasury Department or any components of the department, including foe Internal Revenue 
Service, or against any persotmel of those deparhuoits and component offices or agencies, based 
on the conduct during the investigation and prosecution of this case. 

4. Restitution : Mr. Anderson agrees that foe court may order restitution pursuant to 
18 U.S.C. § 3572 and 16 D.C. Code § 711. 

5. Court is Not Bound : Mr. Anderson understands that this pica offer is contingent 
upon acceptance by foe Court. If the Court refuses to acc^t any provision of this plea 
agreement, neither party shall be bound by foe provisions of foe agreement, and bifr. Andersoii 
shall have foe to withdraw its plea pursuant to Fed. R. Ctim. P. I l(cXS). 

6. Breach of Agreement : Mr. Anderson agrees that if he foils to cconply with my of 
foe provisions of this plea agreement, makes false or misleading statements before foe Court, 
commits any further crimes, or attaints to withdraw foe plea, foe United States will have foe 
ri^ to charactoize suck conduct as a breach of this plea agreement la foe event of such a 
breach, (a) foe United States will be fiee fiom its obligations under foe agreement and may take 
whatever position it believes appropriate as to foe sentence (for example, should your client 
commit any conduct after foe date of this agreement - examples of which include but are not 
limited to, obstruction of justice and folsc statements to law enfoicemem agraits, the probation 
office or the Court - foe government is &ee under this agreement to seek an inoease in 
sentencing based on that post-agreement conduct); (b) Mr. Anderson will not have foe right to 
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wiihdcaw die guilty plea; (c) Mr. AadsTson shall be fiiUy subject to criminal pmsecution for any 
otha crimes which it has coniniitted or mi^ commit, if any, including pajiny and obstnictibn 
of Justice; and (dj the United States win be free to use against hb. Anderson, diteidly md 
indiiectly, in any criminal m civil proceeding any of the information of maioials provided by it 
pursuant to this agreement. 

In the event of such bread), any such prosecutions of Mr. Andetsm not tiine43aned by 
die ^licable statute of limitations on the date of die signing of this agreoneot may be 
eommraiced agaiist Mm in accordance with this paragra^ notwidistanding the tunning of the 
^licdrle statute of limitations in the interval between now and the commencemeat of such 
pnseculioiis. Mr. Anderson knowingly and voluntarily agrees to waive any and aU defenses ■ 
based aa die statute of limitations for any prosecutions commoaced pursuant to the provisions of 
thisi^ffagr^h, 

7. Complete Agreement No other agreements, promises, understandinp, tar 
representations have been made by the parties or their counsel than those contained in writing 
herein, nor will any sucdi agreements, promises, undostandings, or representations be made 
unless eommitted to writing and rigned by Mr. Anderson, the United States Atlomey for the 
District of Columbia, and the Department of Justiee, Tax Division. 

TMs agreement does not bind any federal, state, or local prosecuting authority 
othO' than the Offices, and does not prohibit the Offices from initiating or prosecuting any eitnl 
ex administrative proceedings directly or indirectly involving Mr. Anderson, including, but not 
limited to, proceedings by the Internal Revenue Service or the District of Columbia Office of Tax 
and Revenue relating to potoitial civil tax liability. 
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If the fiKcgoing toms and conditions are satisfictory, hfr. Anderson may indicate his 


OUXUll. -El- c ... • JL »» 

United States Attorney’s Ofiiee &a flie District of Cohnribia once it has be® signed by Mr. 
Anderecm and his counsel. 


Date: 


Date: 


Date: 


3j^ 




w-f^yvT«spS T A nLitsnnsTXy * 


KENNETH L. WAINSTHN 
UNHED STATES / 



ASSISTANT UE 
Fraud & Public C 
555 Fourth Street, N.W. 
Washington, D.C. 20530 
(202)514.^869 



Date 




KAREN E. KELLY 
trial ATTORNEY 
U.S. Departmrat of Ju^e 
Tax Division, Criminal Enfoicem®t Seed® 
601 D Street, N.W. 

Washington, D.C. 20530 


W^irfER C. ANDERSON 
rf&ENDANT 



On behalf of Mr. Anderson , I have read this plea agreemrat and have discussed it wi& 
h i-m Mr. Anderson does this voluntarily of his own free will, intendipgtc/be legally bound. No 
threats have been made to Mr. Anderson and he isjdeading guilty because Mr. Anderson is in 
tact guilty of the onuses identified in paragr^j^^ ^ 

Date:_f/r^ 


Date: 1 [? | 



ot 


LLEM.1 
Counsel for Walter C. And®son 

STEVEN :/l&FAGELL 
Counsel fiar Walter C. Andrason 
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UNITED STATES DISTRICT COURT 
FOR THE DISTRICT OF COLUMBIA 

Holding a Criminal Term 
Grand Jury Sworn in on October 31, 2003 


UNITED STATES OF AMERICA 


Criminal No. 05-66 


Grand Jury Original 


WALTER ANDERSON, 
a/k/a 

Mark Roth, 
Defendant. 


FREDiANJ.PLF 

The Grand Jury charges: 


Violations: 

26 U,S.C. § 7212(a) (Corruptly 
Obstructing, Impeding, and 
Impairing the Due Administration 
of the Internal Revenue Laws); 

26 U.S.C. § 7201 (Tax Evasion); 

22 D.C. Code § 3221(a) 

(Fraud in the First Degree). 


SUPERSEDING INDICTMENT 


filed in open court 


SEP 3 0 2005 


At all times relevant to the Indictment: 


INTRODUCTION 


CLERK, U.S, DISTRICT COURT 
district of COLUMBIA 


1 . Defendant, WALTER ANDERSON (“ANDERSON”), was a citizen of the United States 
and a resident of the District of Columbia; 

2. According to the revenue laws of the United States, citizens of the United States were 
obligated to pay taxes on their worldwide income. 

3 . According to the laws of the United States, citizens of the United States who controlled a 
foreign corporation were required to pay income taxes on certain income of the foreign 
corporation. Generally, United States citizen owners of the foreign corporation were 
subject to tax on investment type income of the foreign corporation. 

4. The British Virgin Islands (“BVF’), Jersey Channel islands (“Jersey”), and the Republic 
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of Panama (“Panama”), among others, were foreign countries that were commonly 
referred to as “tax havens” because these countries afforded greater bank and commercial 
secrecy than other countries, including the United States. 

5. In these tax haven countries, corporate service companies existed to incorporate 
International Business Corporations (“IBCs”). Under the laws of these tax haven 
countries, IBCs were not required to pay taxes to the tax haven on income earned outside 
the borders of the tax haven. 

6. In addition to filing required documentation with the tax haven governments, the 
corporate service company could provide additional services for a fee. These services 
included acting as the registered agent and a nominee director for the IBC. The nominee 
director was the publicly registered director of the IBC and the only individual whose 
name appeared in the public record associated with the IBC. It was imderstood that the 
nominee director acted at the sole direction of the actual owner of the IBC, and did not 
actually get involved in the day to day management of the IBC. 

7. Under the laws of these foreign tax haven countries, corporate service companies were 
not required to disclose the identity of the beneficial owner or the person who actually 
benefitted fi'om the IBC. Moreover, they were often prohibited fi'om such disclosures. 

8. The Internal Revenue Service (“IRS”), an agency within the United States Department of 
the Treasury, was responsible for administering the federal revenue laws and regulations 
regarding the ascertainment, computation, assessment, and collection of income taxes 
owed to the United States. In particular, the IRS was responsible for administering, 
maintaining and reviewing, among other forms, the Form TD-F 90-22.1 (‘Torm TD-F”). 
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The Form TD-F was a one page form, entitled Report of Foreign Bank and Financial 
Accounts, on which a taxpayer was required to disclose foreign financial accounts with a 
combined balance of more than $10,000 during any time in the tax year. Any United 
States citizen with signatory authority or any financial interest in foreign financial 
accounts with a combined balance of more than $10,000 was obligated to file the Form 
TD-F by June 30 of the following calendar year. The government relied on these forms to 
monitor offshore financial transactions and ensure compliance with United States laws. 

9. Since 1 962, the United States revenue laws specifically addressed the tax treatment of 
foreign corporations, such as IBCs. Generally, United States citizens who were 
shareholders of an entity known as a controlled foreign corporation (“CFC”) were 
required to report foreign investment income and other kinds of foreign source business 
income on their United States Individual Income Tax Returns. 

10. A CFC was a foreign corporation in which more than 50% of its shares were owned by 
United States shareholders. A United States shareholder was a United States citizen who 
owned, either directly, indirectly or constructively, 10% or more of the CFC’s voting 
stock. The United States shareholder was required to report his or her share of the CFC’s 
investment type income on his United States Individual Income Tax Return. Such 
income included interest, dividends and gains or losses on stock transactions and was 
commonly referred to as Subpart F Income. 

11. A United States shareholder of a CFC was required to inform the IRS of a relationship 
with the CFC by filing a Form 5471, entitled Information Return of United States Persons 
with Respect to Certain Foreign Corporations. In addition, a Form 926, entitled Return 
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by a United States Transferor of Property to a Foreign Corporation, was required to be 
filed by a United States citizen who transferred certain property to foreign corporations. 

12. On or about September 6, 1992, ANDERSON hired Arias, Fabrega & Fabrega Trust 
Company (“Arias Fabrega”), a corporate service company located in the BVI, to form 
Gold & Appel Transfer, S.A. (“G&A”). According to the incorporating documents, 

1,000 shares were authorized for issuance. Thereafter, Anderson specifically directed 
Arias Fabrega to use a pre-existing “shelf’ corporation to form G&A, an EBC, and to 
issue only 10 shares of G&A stock. At ANDERSON’ s direction, the stock was issued to 
Icomnet S.A., another IBC previously formed by ANDERSON in the BVI. ANDERSON 
granted himself an exclusive option to purchase the remaining 990 shares of G&A for a 
total of $990. 

13. On or about September 23, 1993, ANDERSON, using the alias Mark Roth, hired another 
corporate service company. The Company Store, to form Iceberg Transport, S.A. 
(“Iceberg”) in Panama. Iceberg was an IBC. ANDERSON directed that Iceberg’s stock be 
issued as bearer shares, which were an unregistered form of stock certificates that did not 
identily the owner. As its name implied, whoever had actual possession of the 
corporation’s share certificates was deemed the owner of the stock. ANDERSON 
directed The Company Store to send Iceberg’s bearer shares to a private mail box he 
controlled in the Netherlands. ANDERSON had possession of Iceberg’s bearer shares in 
March 2002. 

14. In or about November 1993, ANDERSON made Iceberg the owner of G&A by 
transferring Icomnet’s 10 shares of G&A to Iceberg. ANDERSON continued to hold the 
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exclusive option to purchase the remaining 990 G&A shares. Thereafter, ANDERSON 
represented that Iceberg owned G&A. 

15. ANDERSON attempted to disguise his ownership of G&A and Iceberg by, among other 
methods, using aliases, private mail boxes and nominee directors and officers, who took 
all direction from ANDERSON and exercised no discretion of their own. In reality, 
ANDERSON owned and controlled the affairs of these corporations, including having 
exclusive control over these corporations’ officers, directors, business records, bank and 
brokerage accounts. ANDERSON directed all aspects of G&A and Iceberg through 
broadly drafted powers of attorney. 

16. Beginning in or about October 1992, and continuing through in or about My 1996, 
ANDERSON transferred most of his personal holdings in three telecommunication 
companies, Mid-Atlantic Telecom (“MAT”), Esprit Telecom (“Esprit”) and Telco 
Communications Group (“Telco”), to G&A and Iceberg for little or no consideration. 

1 7. After these transfers, each of these telecommunication corporations became dramatically 
more valuable. Between 1995 and 1999, ANDERSON used the assets of G&A and 
Iceberg, which included the profits realized fi-om these three telecommunication 
corporations, to invest in other business ventures. ANDERSON successMly generated 
more than approximately $450,000,000 in earnings for G&A and Iceberg during this 
period. 

18. ANDERSON did not report these earnings, as was required by law, on his United States 
and District of Columbia Individual Income Tax returns for 1995 through 1999. As a 
result of this scheme, ANDERSON evaded more than $200,000,000 in federal and 
District of Columbia income taxes. 
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COUNT ONE 

Corruptly Obstructing, Impeding, and Impairing the 
Due Administration of the Internal Revenue Lavps 

19. Paragraphs 1 through 18 of this Indictment are hereby realleged and incorporated as if 
fully set forth herein. 

20. From in or about January 1987 through in or about at least March 2002, in the District of 
Columbia and elsewhere, ANDERSON corruptly obstructed and impeded, and 
endeavored to obstruct and impede, the due administration of the internal revenue laws 
through various means, by committing, among others, the acts described in paragraphs 21 
through 36. 

21. ANDERSON did not timely file his 1987, 1988, 1989, 1990, 1991, 1992, and 1993 
United States Individual Income Tax Returns with the IRS despite earning sufficient 
income to trigger his legal duty to file returns. 

22. After repeated contacts by the IRS, ANDERSON filed delinquent returns for these years, 
but did not pay the taxes due and owing. ANDERSON also filed Amended 1988 and 
1989 United States Individual Income Tax Returns and did not pay the amount of taxes 
he reported he owed. ANDERSON refused to cooperate with the IRS in its efforts to 
audit, assess and collect the taxes he owed for 1987 through 1993, and ANDERSON 
obstructed the efforts of the IRS to locate his income and assets. 

23. In or about September 1992, ANDERSON created G&A and Iceberg in tax haven 
countries to conceal his assets from the IRS and obstmct efforts by the IRS to monitor his 
financial transactions. ANDERSON transferred his personal holdings in MAT, Telco and 
Esprit to G&A and Iceberg. ANDERSON concealed these transfers from his accountants. 
As a result, the accountants prepared, and ANDERSON filed, false United States 
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Individual Income Tax Returns and failed to file Forms 926 and 5471 with the IRS. 

24. For the tax years 1992 through 1999, ANDERSON lied to his accountants about his 
ownership of G&A and Iceberg. As a result, the accountants prepared, and ANDERSON 
filed, false United States Individual Income Tax Returns for these years that falsely failed 
to include the net profits of G&A and Iceberg as income to ANDERSON. 

25. In or about 1994, ANDERSON opened two bank accounts at Barclays Bank in Jersey. 

He opened one account in the name of G&A (“the G&A accounf ’). He opened another in 
his own name (“the ANDERSON 1 accoimt”). ANDERSON was the sole signatory on 
both accounts. In the bank application for the ANDERSON 1 account, ANDERSON 
falsely stated that he was a citizen of the Dominican Republic. In that application, 
ANDERSON provided a mailing address in the Netherlands. 

26. On or about February 4, 1997, ANDERSON purchased a high-interest account at 
Barclays Bank in Jersey (“the ANDERSON 2 account”) by transferring funds firom the 
ANDERSON 1 account. He directed that account statements for the ANDERSON 2 
account be sent to the Netherlands address. 

27. For tax years 1994 through 1999, ANDERSON lied to his accountants about his control 
over these foreign bank accounts. As a result, the accountants prepared, and 
ANDERSON filed, false United States Individual Income Tax Returns for those years 
that falsely omitted the Schedule B information relating to foreign bank accounts, and 
ANDERSON failed to file Forms TD-F with the United States Department of the 
Treasury, disclosing his interest and control in any of these foreign bank accoxmts. 

28. From on or about November 6, 1995 through on or about November 11, 1996, 
ANDERSON directed Esprit to deposit into the ANDERSON 1 account a total of 
$250,000 earned by him. ANDERSON concealed these payments from his accountants. 
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As a result, they prepared and ANDERSON filed false United States Individual Income 
Tax Returns that omitted this income. 

29. When he was being audited by the IRS during the period in or about April 1 998 through 
in or about September 1998, ANDERSON represented to accountant R.M. that the 1995 
deductions he had claimed were for unreimbursed legal fees incurred in litigation. He 
failed to disclose to accountant R.M. that most of those legal fees had been reimbursed to 
ANDERSON in 1997. ANDERSON made these false and misleading representations 
well knowing that R.M. would repeat them to the IRS during his representation of 
ANDERSON in the audit. The reimbiffsement should have been reported as income on 
Anderson’s 1997 United states Individual Income Tax Return. As a result of 
ANDERSON’S misrepresentation, the IRS closed the audit without reviewing his 1997 
United States Individual Income Tax Return. 

30. On or about August 3 1, 1998, ANDERSON filed a 1997 United States Individual Income 
Tax Return that falsely omitted the reimbursed legal expenses referred to in paragraph 29 
as income. ANDERSON failed to pay that portion of taxes due and owing to the IRS on 
that reimbursement. 

3 1 . After receiving notifications fi'om the IRS of federal tax liens filed in the name of 
ANDERSON, reflecting that he owed more than $390,000 for tax years 1987 through 
1993, ANDERSON purchased real property with G&A funds and held the properties in 
the name of corporate or trust entities created and controlled by him, in the names of 
“TWCD,” “Red Tulip,” ‘“Vaca Trust,” and “One World Properties,” to conceal his 
ownership interests in these assets firom the IRS. 

32. In or about the Spring of 200 1 , ANDERSON agreed to sell the only District of Colianbia 
property that he held in his name, located at 2012 Wyoming Avenue, N.W. (“Wyoming 
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Avenue Property”). To fraudulently obtain a release from an IRS lien against this 
property, ANDERSON made false and misleading statements to his representatives, well 
knowing that they would repeat these false and misleading statements to the IRS. 
Specifically, in an attempt to mislead the IRS as to the value of its lien, ANDERSON 
falsely stated that G&A still held a mortgage on the Wyoming Avenue Property. In or 
about November 2001, ANDERSON caused his attorney to forward a check in the 
amoxmt of $49, 1 62 to the IRS, under the false pretense that the amount of $49, 1 62 
represented the full amount of proceeds from the sale available to satisfy the IRS lien 
when, in fact, ANDERSON knew that the G&A mortgage on the Wyoming Avenue 
Property had previously been satisfied. ANDERSON further caused his attorney to wire 
transfer the balance of $140,542.69 to the G&A account at Barclays Bank, purportedly 
satisfying a mortgage that ANDERSON knew no longer existed. 

33. From on or about August 3, 1998, through on or about June 22, 2001, ANDERSON 
caused to be filed United States Corporate Income Tax Returns for TWCD for the fax 
years 1997 through 2000, which returns contained false and inconsistent statements 
relating to the ownership of TWCD. 

34. From on or about October 19, 2000, through on or about October 15, 2001, ANDERSON 
caused to be filed United States Partnership Income Tax Returns for Red Tulip for the tax 
years 1999 and 2000, which returns contained false and inconsistent statements relating to 
the ownership of Red Tulip. 

35. From in or about 1993, ANDERSON filed or caused to be filed false and misleading 
forms with government agencies, including the United States Securities Exchange 
Commission, United States Federal Trade Commission, and United States Department of 
Justice insofar as he denied the ownership of G&A and Iceberg and misstated facts 
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relating to the funding of G&A and Iceberg. 

36. From on or about September 14, 1994, through on or about April 15, 2000, ANDERSON 
falsely represented to the IRS that he was a resident of the State of Florida when, in fact, 
ANDERSON did not reside there. 

In violation of Title 26, United States Code, Section 7212(a). 

COUNT TWO 
Tax Evasion 1995 

37. Paragraphs 1 through 18, 21 through 25, 27, 28, 31, 35, and 36 of this Indictment are 
hereby realleged and incorporated as if folly set forth herein. 

38. From on or about January 1, 1995, through on or about September 30, 1999, in the 
District of Columbia and elsewhere, ANDERSON did willfully attempt to evade and 
defeat a large part of the income tax due and owing by him to the United States for the tax 
year 1995 by various means, including but not limited to the following: 

a) filing and causing to be filed a false and fi-audulent 1995 United States Individual 
Income Tax Return, wherein he falsely stated that his total income was $156,323, 
and that the total tax due and owing thereon was $27,194, whereas, as he then and 
there well knew and believed, his total income was substantially greater than what 
he reported and a substantial additional tax was due and owing to the United 
States. Specifically, he failed to report the following additional items of income 
in the following approximate amounts: 

(i) $1,045,952 Subpart F investment-type income firom G&A; 

(ii) $75,000 bonus income fi'om Esprit; and 

(iii) $337 interest income fi'om Barclays Bank. 

b) failing to notify the IRS, as required by law, on a Schedule B of the 1 995 United 
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States Individual Income Tax Return of his signature authority and control of the 
G&A and ANDERSON 1 accounts at Barclays Bank; 

c) falling to file the required Form TD-F, The Report of Foreign Bank and Financial 
Accounts, with the Department of the Treasury, to report his control of the G&A 
and ANDERSON 1 accounts at Barclay’s Bank; 

d) operating his business affairs in a manner designed to conceal his ownership and 
control of G&A and Iceberg during tax year 1995, through various means, 
including but not limited to the following: 

(i) directing nominees to create and sign documents of G&A and Iceberg; 

(ii) engaging corporate service centers to receive mail addressed to G&A and 
Iceberg; and 

(iii) making or causing to be made false and fraudulent statements regarding 
the ownership and control of G&A and Iceberg; 

e) making and causing to be made a false and fraudulent statement to the IRS during 
the audit relating to the unreimbursed business deductions he claimed on his 1995 
Schedule A; 

f) filing and causing to be filed false original and amended 1997 United States 
Individual Income Tax Returns, which omitted the reimbursement of the business 
deductions claimed on his 1995 United States Individual Income Tax Return as 
income. 

In violation of Title 26, United States Code, Section 7201. 
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COUNT THREE 
Tax Evasion 1996 

38. Paragraphs 1 through 18, 21 through 25, 27, 28, 31, 35, and 36 of this Indictment are 
hereby realleged and incorporated as if folly set forth herein. 

39. From on or about January 1, 1996, through on or about September 30, 1999, in the 
District of Columbia and elsewhere, ANDERSON did willfolly attempt to evade and 
defeat a large part of the income tax due and owing by him to the United States for the tax 
year 1996 by various means, including but not limited to the following: 

a) filing and causing to be filed a false and fraudulent 1996 United States Individual 
Income Tax Return, wherein he falsely stated that his total income was $139,708, 
and that the total tax due and owing thereon was $32,096, whereas, as he then and 
there well knew and believed, his total income was substantially greater than what 
he reported and a substantial additional tax was due and owing to the United 
States. Specifically, he failed to report the following additional items of income 
in the following approximate amounts: 

(i) $4,901 ,740 Subpart F investment-type income firom G&A; 

(ii) $175,000 bonus income fi-om Esprit; and 

(iii) $1,102 interest income fi-om Barclays Bank. 

b) failing to notify the IRS, as required by law, on a Schedule B of the 1 996 United 
States Individual Income Tax Return of his signature authority and control of the 
G&A and ANDERSON 1 accounts at Barclays Bank; 

c) failing to file the required Form TD-F, The Report of Foreign Bank and Financial 
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Account, with the Department of the Treasury to report his control of G&A and 
ANDERSON 1 accounts at Barclays Bank; 

d) failing to report on his Schedule D of his 1996 United States Individual Income 
Tax Return that he transferred 220,000 shares in Esprit to G&A; 

e) failing to file the required Form 926, Return by a United States Transferor of 
Property to a Foreign Corporation, disclosing that he transferred 220,000 shares in 
Esprit to G&A; 

f) operating his business affairs in a maimer designed to conceal his ownership and 
control of G&A and Iceberg during tax year 1996, through various means, 
including but not limited to the following: 

(i) directing nominees to create and sign documents of G&A and Iceberg; 

(ii) engaging corporate service centers to receive mail addressed to G&A and 
Iceberg; and 

(iii) making or causing to be made false and fraudulent statements regarding 
the ownership and control of G&A and Iceberg. 

g) filing and causing to be filed a false 1996 Amended United States Individual 
Income Tax Return, which omitted the additional items of income detailed in 
subsection a(i)(ii) & (iii). 

In violation of Title 26, United States Code, Section 7201. 

COUNT FOUR 
Tax Evasion 1997 

40. Paragraphs 1 through 18, 21 through 31, 35, and 36 of this Indictment are hereby 
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realleged and incorporated as if fully set forth herein. 

41. From on or about January 1, 1997, through on or about September 30, 1999, in the 
District of Columbia and elsewhere, ANDERSON did willfully attempt to evade and 
defeat a large part of the income tax due and owing by him to the United States for the tax 
year 1997 by various means, including but not limited to the following: 

a) filing and causing to be filed a false and fraudulent 1997 United States Individual 
Income Tax Return, wherein he falsely stated that his total income was $251,396, 
and that the total tax due and owing thereon was $51,514, whereas, as he then and 
there well knew and believed, his total income was substantially greater than what 
he reported and a substantial additional tax was due and owing to the United 
States. Specifically, he failed to report the following additional items of income 
in the following approximate amounts: 

(i) $91,880,465 Subpart F investment-type income from G&A; 

(ii) $ 1 0,879 wage income from Esprit; 

(iii) $ 1 1 ,349 interest income from Barclays Bank; and 

(iv) $232,106 in proceeds from a lawsuit, a substantial portion of which 
represented reimbursement for legal expenses previously deducted on his 
1995 United States Individual Income Tax Return. 

b) failing to notify the IRS, as required by law, on a Schedule B of the 1997 United 
States Individual Income Tax Return of his signature authority and control of the 
G&A, ANDERSON 1 and ANDERSON 2 accounts at Barclays Bank; 

c) failing to file the required Form TD-F, The Report of Foreign Bank and Financial 
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Account, with the Department of the Treasury to report his control of G&A, 
ANDERSON 1 and ANDERSON 2 accounts at Barclays Bank; 

d) operating his business affairs in a manner designed to conceal his ownership and 
control of G&A and Iceberg during tax year 1997, through various means, 
including but not limited to the following: 

(i) directing nominees to create and sign documents of G&A; 

(ii) engaging corporate service centers to receive mail addressed to G&A and 
Iceberg; and 

(iii) making or causing to be made false and fraudulent statements regarding 
the ownership and control of G&A and Iceberg. 

e) filing and causing to be filed a false 1997 Amended United States Individual 
Income Tax Return, which omitted the additional items of income detailed m 
subsection a(i)(ii)(iii) & (iv). 

In violation of Title 26, United States Code, Section 7201. 

COUNT FIVE 
Tax Evasion 1998 

42. Paragraphs 1 through 1 8, 2 1 through 3 1 , 33, 35, and 36 of this Indictment are hereby 

< 

realleged and incorporated as if fully set forth herein. 

43. From on or about January 1, 1998, through on or about September 30, 1999, in the 
District of Columbia and elsewhere, ANDERSON did willfully attempt to evade and 
defeat a large part of the income tax due and owing by him to the United States for the tax 
year 1998 by various means, including but not limited to the following: 

a) filing and causing to be filed a false and fraudulent 1998 United States Individual 
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Income Tax Return, wherein he falsely stated that his total income was $67,939 
and that the total tax due and owing thereon was $494, whereas, as he then and 
there well knew and believed, his total income was substantially greater than what 
he reported and a substantial additional tax was due and owing to the United 
States. Specifically, he failed to report the following additional items of income 
in the following approximate amounts: 

(i) $126,303,951 Subpart F investment-type income from G&A; and 

(ii) $24,760 interest income from Barclays Bank. 

b) failing to notify the IRS, as required bylaw, on a Schedules of the 1998 United 
States Individual Income Tax Return of his signature authority and control of the 
G&A, ANDERSON 1 and ANDERSON 2 accounts at Barclays Bank; 

c) failing to file the required Form TD-F, The Report of Foreign Bank and Financial 
Account, with the Department of the Treasury to report his control of G&A, 
ANDERSON 1 and ANDERSON 2 accounts at Barclays Bank; 

d) operating his business affairs in a maimer designed to conceal his ownership and 
control of G&A and Iceberg during tax year 1998, through various means, 
including but not limited to the following: 

(i) directing nominees to create and sign documents of G&A and Iceberg; 

(ii) engaging corporate service centers to receive mail addressed to G&A and 
Iceberg; and 

(iii) making or causing to be made false and fraudulent statements regarding 
the ownership and control of G&A and Iceberg; 

In violation of Title 26, United States Code, Section 7201. 
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COUNT SIX 
Tax Evasion 1999 

44. Paragraphs 1 through 18, 21 through 31, and 33 through 36 of this Indictment are hereby 
realleged and incorporated as if fully set forth herein. 

45. From on or about January 1, 1999, through on or about October 19, 2000, in the District 
of Columbia and elsewhere, ANDERSON did willfully attempt to evade and defeat a 
large part of the income tax due and owing by him to the United States for the tax year 
1999 by various means, including but not limited to the following; 

a) filing and causing to be filed a false and fi-audulent 1999 United States Individual 
Income Tax Return, wherein he falsely stated that his total income was 
$3,324,179, and that the total tax due and owing thereon was $458,370, whereas, 
as he then well knew and believed, his total income was substantially greater than 
what he reported and a substantial additional tax was due and owing to the United 
States. Specifically, he failed to report the following additional items of income 
in the following approximate amounts: 

(i) $238,561,316 Subpart F investment-type income fi-om G&A; 

(ii) $400,629 income fi'om Esprit; 

(iii) $16,822 interest income fixjm Barclays Bank; and 

(iv) $133,348 capital gain income; 

b) failing to notify the IRS, as required by law, on a Schedule B of the 1999 United 
States Individual Income Tax Return of his signature authority and control of the 
G&A, ANDERSON 1 and ANDERSON 2 accounts at Barclays Bank; 

c) failing to file the required Form TD-F, The Report of Foreign Bank and Financial 
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Account, with the Department of the Treasury to report his control of G&A, 
ANDERSON 1 and ANDERSON 2 accounts at Barclays Bank; 
d) operating his business affairs in a maimer designed to conceal his ownership and 
control of G&A and Iceberg during tax year 1999, through various means, 
including but not limited to the following: 

(i) directing nominees to create and sign documents of G&A and Iceberg; 

(ii) engaging corporate service centers to receive mail addressed to G&A and 
Iceberg; and 

(iii) making or causing to be made false and fraudulent statements regarding 
the ownership and control of G&A and Iceberg. 

In violation of Title 26, United States Code, Section 7201. 

COUNT SEVEN 
Fraud in the First Degree 
1995 

46. Paragraphs 1 through 18, 21 through 25, 27, 28, 31, 35 and 36 of this Indictment are 
hereby realleged and incorporated as if fully set forth herein. 

47. Beginning on or about January 1, 1995, and continuing through on or about April 15, 
1996, in the District of Columbia and elsewhere, ANDERSON engaged in a scheme and 
systematic course of conduct with intent to defraud the District of Columbia and to obtain 
for ANDERSON property of the District of Columbia by means of false and fraudulent 
pretenses, representations and promises, and thereby obtained property of the District of 
Columbia and caused the District of Columbia to lose property, consisting of District of 
Columbia income taxes required by law to be paid by ANDERSON, in the approximate 
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value of $100,000, by committing the following acts: 

a) failing to file a 1995 District of Columbia Individual Income Tax Return; 

b) filing or causing to be filed a false 1995 United States Individual Income Tax 
Return; 

c) concealing and attempting to conceal from the District of Columbia his District of 
Columbia residency by falsely alleging on his 1995 United States Individual 
Income Tax Return that he was a resident of Florida; 

d) lying to his employer and/or its payroll company that he had changed his 
residency to Florida. Florida does not impose income taxes upon its residents. As 
a result, the payroll company only withheld District of Colmnbia income taxes for 
one pay period; 

e) concealing fi'om accountant R.D. income he had received as a resident of the 
District of Columbia by failing to provide R.D. with the Form W-2, reflecting 
District of Columbia wages and withholding, that was issued by the payroll 
company; 

f) operating his business affairs in a manner designed to conceal his ownership and 
control of G&A and Iceberg during tax year 1995, through various means, 
including but not limited to the following: 

(i) directing nominees to create and sign documents of G&A and Iceberg; 

(ii) engaging corporate service centers to receive mail addressed to G&A and 
Iceberg; and 

(iii) making or causing to be made false and fi:audulent statements regarding 
the ownership and control of G&A and Iceberg. 
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g) concealing his status as a resident of the District of Columbia from the District of 

Columbia taxing authorities by various means, including but not limited to the 

following: 

(i) failing to obtain a District of Columbia driver’s license as required by law; 

(ii) maintaining a Virginia driver’s license, which he obtained by falsely 
representing that he was a resident of Virginia; 

(iii) failing to register his automobiles in the District of Coliunbia; 

(iv) registering his automobiles in Virginia by falsely representing that he, or 
his business, resided in Virginia, 

In violation of Title 22, District of Columbia Code, Section 3221(a). 

COUNT EIGHT 
Fraud in the First Degree 
1996 

48. Paragraphs 1 through 18, 21 through 25, 27, 28, 31, 35, and 36 of this Indictment are 
hereby realleged and incorporated as if fully set forth herein. 

49. Beginning on or about January 1, 1996, and continuing through on or about April 15, 
1997, in the District of Columbia and elsewhere, ANDERSON engaged in a scheme and 
systematic course of conduct with intent to defraud the District of Columbia and to obtain 
for ANDERSON property of the District of Columbia by means of false and fraudulent 
pretenses, representations and promises, and thereby obtained property of the District of 
Columbia and caused the District of Columbia to lose property, consisting of District of 
Columbia income taxes required by law to be paid by ANDERSON, in the approximate 
value of $270,000, by committing the following acts: 

a) failing to file a 1996 District of Columbia Individual Income Tax Return; 
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b) filing or causing to be filed false original and Amended 1996 United States 
Individual Income Tax Returns; 

c) concealing and attempting to conceal from the District of Columbia his District of 
Columbia residency by falsely alleging on his original and Amended 1996 United 
States Individual Income Tax Returns that he was a resident of Florida; 

d) fraudulently causing his employer’s payroll company not to withhold any District 
of Columbia income taxes from his salary; 

e) operating his business affairs in a manner designed to conceal his ownership and 
control of G&A and Iceberg during tax year 1996, through various means, 
including but not limited to the following: 

(i) directing nominees to create and sign documents of G&A and Iceberg; 

(ii) engaging corporate service centers to receive mail addressed to G&A and 
Iceberg; and 

(iii) making or causing to be made false and fraudulent statements regarding 
the ownership and control of G&A and Iceberg. 

Q concealing his status as a resident of the District of Columbia from the District of 
Colmnbia taxing authorities by various means, including but not limited to the 
following: 

(i) failing to obtain a District of Columbia driver’s license as required by law; 

(ii) maintaining a Virginia driver’s license, which he obtained by falsely 
representing that he was a resident of Virginia; 

(iii) failing to register his automobiles in District of Columbia; 

(iv) registering his automobiles in Virginia by falsely representing that he, or 
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his business, resided in Virginia. 

In violation of Title 22, District of Columbia Code, Section 3221(a). 

COUNT NIP® 

Fraud in the First Degree 
1997 

50. Paragraphs 1 through 18, 21 through 31, 35, and 36 of this Indictment are hereby 
realleged and incorporated as if fully set forth herein. 

51 . Begiiining on or about January 1, 1997, and continuing through on or about April 15, 
1998, in the District of Columbia and elsewhere, ANDERSON engaged in a scheme and 
systematic course of conduct with intent to defraud the District of Columbia and to obtain 
for ANDERSON property of the District of Columbia by means of false and fraudulent 
pretenses, representations and promises, and thereby obtained property of the District of 
Columbia and caused the District of Columbia to lose property, consisting of District of 
Columbia income taxes required by law to be paid by ANDERSON, in the approximate 
value of $8,000,000 by committing the following acts: 

a) failing to file a 1997 District of Columbia Individual Income Tax Return; 

b) filing or causing to be filed false original and Amended 1 997 Urrited States 
Individual Income Tax Returns; 

c) concealing and attempting to conceal from the District of Columbia his District of 
Columbia residency by falsely alleging on his original and Amended 1997 United 
States Individual Income Tax Returns that he was a resident of Florida; 

d) filing or causing to be filed a 1 997 Florida Intangible Tax Return listing a Florida 
post office box as his residence; 

e) fraudulently causing his employer’s payroll company not to withhold any District 
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of Columbia income taxes from his salary; 

f) operating his business affairs in a manner designed to conceal his ownership and 
control of G&A and Iceberg during tax year 1 997, through various means, 
including but not limited to the following; 

(i) directing nominees to create and sign documents of G&A; 

(ii) engaging corporate service centers to receive mail addressed to G&A and 
Iceberg; and 

(iii) making or causing to be made false and fraudulent statements regarding 
the ownership and control of G&A and Iceberg; and 

g) concealing his status as a resident of the District of Columbia from the District of 
Columbia taxing authorities by various means, including but not limited to the 
following; 

(i) failing to obtain a District of Columbia driver’s license as required by law; 

(ii) maintaining a Virginia driver’s license which he obtained by falsely 
representing that he was a resident of Virgmia; 

(iii) failing to register his automobiles in the District of Columbia; and 

(iv) registering his automobiles in Virginia by falsely representing that he, or 
his business, resided in Virginia. 

In violation of Title 22, District of Columbia Code, Section 3221(a). 

COUNT TEN 
Fraud in the First Degree 
1998 

52. Paragraphs 1 through 18, 21 through 31, 33, 35, and 36 of this Indictment are hereby 
realleged and incorporated as if fully set forth herein. 
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53. Beginning on or about January 1, 1998, and continuing through on or about April 15, 

1999, in the District of Columbia and elsewhere, ANDERSON engaged in a scheme and 
systematic course of conduct with intent to defraud the District of Columbia and to obtain 
for ANDERSON property of the District of Columbia by means of false and fraudulent 
pretenses, representations and promises, and thereby obtained property of the District of 
Columbia and caused the District of Columbia to lose property, consisting of District of 

Columbia income taxes required by law to be paid by ANDERSON, in the approximate 

value of $10,000,000, by committing the following acts: 

a) failing to file a 1998 District of Columbia Individual Income Tax Return; 

b) filing or causing to be filed a false 1998 United States Individual Income Tax 
Return; 

c) concealing and attempting to conceal from the District of Columbia his District of 
Columbia residency by falsely alleging on his 1 998 United States Individual 
Income Tax Return that he was a resident of Florida; 

d) filing or causing to be filed a 1998 Florida Intangible Tax Return listing a Florida 
post office box as his residence; 

e) operating his business affairs in a manner designed to conceal his ownership and 
control of G&A and Iceberg during tax year 1998, through various means, 
including but not limited to the following: 

(i) directing nominees to create and sign documents of G&A and Iceberg; 

(ii) engaging corporate service centers to receive mail addressed to G&A and 
Iceberg; and 

(iii) making or causing to be made false and fraudulent statements regarding 
the ownership and control of G&A and Iceberg; 
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f) concealing his status as a resident of the District of Columbia from the District of 

Columbia taxing authorities by various means, including but not limited to the 

following: 

(i) failing to obtain a District of Columbia dri ver’ s license as required by law; 

(ii) maintaining a Virginia driver’s license, which he obtained by falsely 
representing that he was a resident of Virginia; 

(iii) failing to register his automobiles in the District of Columbia; and 

(iv) registering his automobiles in Virginia by falsely representing that he, or 
his business, resided in Virginia. 

In violation of Title 22, District of Columbia Code, Section 3221(a). 

COUNT ELEVEN 
Fraud in the First Degree 
1999 

54. Paragraphs 1 through 18, 21 through 31, and 33 through 36 of this Indictment are hereby 
realleged and incorporated as if fully set forth herein. 

55. Beginning on or about January 1, 1999, and continuing through on or about October 23, 
2000, in the District of Columbia and elsewhere, ANDERSON engaged in a scheme and 
systematic course of conduct with intent to defraud the District of Columbia and to obtain 
for ANDERSON property of the District of Columbia by means of false and fraudulent 
pretenses, representations and promises, and thereby obtained property of the District of 
Columbia and caused the District of Columbia to lose property, consisting of District of 
Columbia income taxes required by law to be paid by ANDERSON, in the approximate 
value of $22,000,000, by committing the following acts: 

a) filing and causing to be filed a false and fraudulent 1999 District of Columbia 

Individual Income Tax Return, wherein he falsely stated that his District of 
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Columbia adjusted gross income was $3,324,179 and that the total tax due and 
owing thereon was $21 8,235 whereas, as he then and there well knew and 
believed, that his District of Columbia adjusted gross income was substantially 
greater than what he reported and that a substantial additional tax was due and 
owing to the District of Columbia. Specifically, he failed to report the following 
additional items of income in the approximate amount of: 

(i) $23 8,56 1 ,3 1 6 Subpart F investment-type income from G&A; 

(ii) $400,629 income from Esprit; 

(iii) $16,821 interest income from Barclays Bank; and 

(iv) $133,348 capital gain income; 

b) filing or causing to be filed a false 1999 United States Individual Income Tax 
Retiun; and 

c) operating his business affairs in a manner designed to conceal his ownership and 
control of G&A and Iceberg during tax year 1999 through various means, 
including but not limited to the following: 

(i) directing nominees to create and sign documents of G&A and Iceberg; 

(ii) engaging corporate service centers to receive mail addressed to G&A and 
Iceberg; and 

(iii) making or causing to be made false and fraudulent statements regarding 
the ownership and control of G&A and Iceberg. 

In violation of Title 22, District of Columbia Code, Section 3221(a). 
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COUNT TWELVE 
Fraud in the First Degree 
Use Tax 

56. Paragraphs 1 through 18, 21 through 31, and 33 through 36 of this Indictment are hereby 
realleged and incorporated as if folly set forth herein. 

57. A “use tax” was due in the District of Columbia when a purchase was made of taxable 
merchandise or services for use, storage or consumption within the District of Columbia, 
from a seller located outside the District of Columbia, where the buyer was not charged 
any District of Columbia or other state sales tax on the purchase outside of the District of 
Columbia. The buyer was required to file an use tax refom with the District of Columbia 
reflecting the purchase and to pay the tax due. 

58. Beginning on or about January 1997 and continuing through on or about April 15, 2001, 
in the District of Columbia and elsewhere, ANDERSON engaged in a scheme and 
systematic course of conduct with intent to defraud the District of Columbia and to obtain 
for ANDERSON property of the District of Columbia by means of false and fraudulent 
pretenses, representations and promises, and thereby obtained property of the District of 
Columbia and caused the District of Columbia to lose property, consisting of District of 
Columbia use tax required by law to be paid by the defendant in the approximate amount 
of more than $250,000 for property purchased outside of the District of Columbia and 
used, stored, or consumed inside the District of Columbia. As part on this scheme and 
systematic course of conduct, ANDERSON, at times, had certain purchases shipped to a 
Virginia address in order to avoid having out-of-state merchants charge appropriate taxes. 
Also, ANDERSON failed to file any use tax return and pay the use tax to the District of 
Columbia for the following purchases: 

a) 1 8k gold Bvlgari bracelet, purchased on or about December 5, 1997, in New York 
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for approximately $10,600; 

b) two statues of bronze panthers, purchased on or about April 14, 1998, from 
Asprey in London for approximately $54,633; 

c) wine cooling unit, purchased on or about May 16, 1998, from International Wine 
Accessories in Texas for approximately $1,845; 

d) Rene Magritte painting entitled “La Peine Perdu,” purchased on or about 
November 27, 1998, from Christie’s Auction House in New York for 
approximately $ 1 ,2 1 2,500; 

e) Rene Magritte painting entitled “A la Rencontre du Plaisir,” purchased on or 
about November 27, 1998, from Christie’s Auction House in New York for 
approximately $442,500; 

f) Paul Delvaux painting entitled “Douce Nuit,” purchased on or about November 
27, 1998, purchased from Christie’s Auction House in New York for $662,500; 

g) Antoni Tapies landscape painting, purchased on or about December 1 5, 1998, 
from Christie’s Auction House in London for approximately $163,362; 

h) Antonio Saura painting entitled “Rubiloba,” purchased on or about December 15, 
1998, from Christie’s Auction House in London for approximately $145,380; 

i) Salvador Dali painting entitled “Le Bateau Echoue,” purchased on or about 
December 15, 1998, from Christie’s Auction House in London for approximately 
$516,618; 

j) Rene Magritte painted wine bottle entitled “Paysage au Clair de Lune,” purchased 
on or about November 15, 1999, from Christie’s Auction House in New York for 
approximately $ 1 1 2,500; 

k) Giorgio de Chirico painting entitled “Piazza d’ltalia,” purchased on or about 
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December 21, 1999, from Christie’s Auction House in London for approximately 
$82,294; 

l) wine racks, purchased on or about April 21,1999, from International Wine 
Accessories in Texas for approximately $2,844; 

m) fine wines, purchased on or about June 29, 2000, from Christie’s Auction House 
in London for approximately $47,101; and 

n) Paul Delvaux painting entitled “Rosine,” purchased on or about July 19, 2000, 
from American-European Art Associates, Inc. in New York for approximately 
$ 1 , 000 , 000 . 

In violation of Title 22, District of Columbia Code, Section 3221(a). 

A True Bill 

Foreperson 

Attorney for the United States 
in and for the District of Columbia 
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AITIDAVIT IN SUPPORT OF GOVERNMENT'S MOTION TO ORDER WALTER C. 
ANDERSON TO COMPLY WITH GRAND JURY SUBPOENAS OR SHOW CAUSE 
WHY HE SHOULD NOT BE HELD IN CONTEMPT 

I, Matthew J. Kutz, after being duly sworn, do depose and state: 

1 . I am a Special Agent of the Internal Revenue Service (IRS) assigned to the 

Baltimore Field Office, Washington, D.C. 'post of duty. I have been employed by the IRS as a 
Special Agent for over six years. Since that time, I have received training in general law 
enforcement and conducting criminal financial investigations, and I have participated in several 
criminal investigations to include violations related to income tax fraud, conspiracy, and 
violations of the Bank Secrecy Act. I am currently assigned to a group within the IRS, which 
has investigative jurisdiction over financial investigations of alleged tax fraud and money 
laundering related to crimes in the Baltimore- Washington, D.C., Metropolitan areas. I am the 
lead agent, assisting the United States Attorney’s Office for the District of Columbia, in the' 
grand jury investigation into allegations that Walter C. Anderson (“Anderson”) attempted to 
evade in excess of $100 million in income taxes that were due and owing to the United States of 
Ameiioa, in violation of 26 U.S.C. Section 7201. 

2. Based on your Affiant’s training and experience, your Affiant understands that 

individuals engaging in financial crimes will oftentimes establish offshore accounts and entities 
in known tax havens to conceal the proceeds, income, or their involvement in financial crimes. 
According to IRS training material, a “tax haven” is a country that includes, among other iterns, 
the following characteristics: little or no income tax, bank and/or commercial secrecy, 
international banking facilities, and no currency controls. Examples of tax havens cited in the 
material include: the British Virgin Islands, Panama, Cyprus, Bahamas, the Cayman Islands, and 
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Jersey, the Channel Islands. Your Affiant ftnther miderstands individuals engaging in financial 
crimes will purposefully establish offshore entities and accounts in tax havens to capitalize on 
strict banking or commercial secrecy to avoid detection by U.S. law enforcement authorities. 
They will many times create a layered “daisy chain” structure of offshore entities, supplemented 
by the use of nominees and “bearer shares,” to thwart U.S. law enforcement authorities from 
determining the timing, nature, and circumstances of financial transactions or the beneficial 
ownership of the entities. A “bearer share” is a stock certificate that does not contain the name 
of the owner, but is literally owned by the bearer. When people associated with the entity are 
questioned relating to the ownership, they will claim that they do not know who owns the 
corporation. The use of these structured offshore entities by U.S. taxpayers complicates the 
Intemal Revenue Service’s ability to adequately detect, audit, examine or investigate 
transactions that give rise to taxable income. 

3. Your Affiant has personally been involved with the investigation of Walter 
Anderson (“Anderson”), regarding his use of Gold & Appel Transfer, S.A., (“Gold & Appel”), a 
British Vir^ Island corporation, to effect a sophisticated tax evasion scheme resulting in more 
than $100 milhon in revenue loss to the United States government. It appears from the evidence 
that Anderson fotmed-Gold & Appel at approximately the same time he was about to realize a, 
significant economic windfall. Taking advantage of the deregulation of the telephone industry, 
Anderson, in 1984, formed his own regional long distance company in the Washington, D.C. 
Metropohtan area, known as Mid-Atlantic Telecom (“MAT”). Anderson was the principal 
shareholder and served as its President. In the summer of 1992, Anderson began merger 
negotiations with a larger pubhcly traded long distance company, Rochester Telephone 
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Company (“RTC”)- Based upon Anderson’s investment in MAT, he stood to reahze 
approximately 7 million dollars if this merger was consummated as negotiated. 

4. Anderson, however, already had problems with the IRS. For the tax years 1987 
through and including 1991, Anderson had failed to fide federal income tax returns with the IRS 
even tfaou^ he was legally obligated to do so. IRS records reveal that he was notified by the 
IRS on numerous occasions regarding his failure to file these returns. Your Ajffiant believes that 
Anderson was fully aware that the IRS had the legal authority to seize his property in payment of 
the taxes that he owed, which could include the assets he was about to receive from RTC in the 
merger transaction. 

5. Right before the RTC/MAT merger agreement was finalized, 'Anderson instructed 
the corporate Secretary of MAT to transfer most of his ownership in MAT to Gold & Appel. 
Then, in September 1993, several days before the merger closed, Anderson formed another 
ofehore entity in Panama by the name of Iceberg Transport, S.A. (‘Iceberg”). Anderson 
instructed the formation agent to form Iceberg as a bearer corporation. Anderson then arranged 
for Gold & Appel to become a wholly owned subsidiary of Iceberg by directing the nominee 
director of Gold & Appel to issue ten shares to Iceberg. Because it was unknown who held 
Iceberg’s bearer shares, it was impossible to identify the ultimate beneficial owners of Gold & 
Appel. Indeed, Anderson on many occasions, including under oath in court proceedings, 
clamed that he did not know who the ultimate beneficial owners were, 

6. Anderson also instructed Gold & Appel’s nominee director to grant Anderson m 
exclusive option to purchase the remaining 990 shares of Gold & Appel, Accordingly, no one 
other than Anderson could own these 990 shares. Since there is no evidence that Anderson ever 
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exercised this option or transferred it to someone else, the mystery behind the ownership of Gold 
& Appel remained with the holder of Iceberg’s bearer shares, 

7. After forming this two layered corporate structure and capitalizing it with the 
monies he realized from the RTC/MAT merger, Anderson began operating as the “fund 
manager” of Gold & Appel. He opened bank and brokerage accounts to conduct hundreds of 
stock transactions, in privately and publicly held companies in the U.S. and abroad. Two of 
these companies. Telco Communications Group Inc. (“Telco”) and Esprit Telecom (“Esprit”), he 
had founded with other business associates. Although his initial investments were made in his 
individual name, Anderson similarly arranged for most of these shares to be transferred to Gold 
& Appel for minimal consideration. 

8. In 1996, Telco, a Virginia corporation, made its initial pubMc offering. Millions 
of shares of common stock were sold on the NASDAQ Stock exchange at $14 per share. As a 
result, Anderson’s original $250,000 investment, which he had transferred to Gold & Appel, 
increased in value to approximately $90 million. The following year, in June 1997, Telco 
merged with a larger public telephone company. Excel Communications. According to the terms 
of the merger, Gold & Appel received $96 million worth of Excel shares and $90 million in 
cash. 

9. hr early 1997, Esprit, a European based telephone company, made its first public 
offering in Europe and the U.S. As a result, Anderson’s share holdings in Esprit, which he 
transferred Gold & Appel, increased in value to approximately $26.5 million In March 1999, 
Esprit ultimately consummated a merger with a Mcleah, Virginia based telephone company. 
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Global TelesystemSj Inc. ("GTS”). Gold & Appel received shares in GTS valued at 
approximately $200 rnillion. 

10. Anderson reinvested the monies realized in these three companies in other 
business ventures. Between 1995 and 1999, Anderson directed the investment of several 
hundred million dollars in the name of Gold & Appel. In conjunction with Gold & Appel’s 
investments. Gold & Appel received directorships for many of these companies. Anderson 
served on the Boards of these companies. In addition to these securities transactions, Anderson 
used monies from Gold & Appel’s account to make substantial personal expenditures, including 
two Washington, D.C. residences for himself, four residences for his female companions, an 
expensive airplane, and original works of valuable art. 

11. As a U.S. citizen, Anderson is obligated to pay taxes on worldwide income, 
including income generated by a Control Foreign Corporation (“CFC”). A CFC is a foreign 
entity of which more than 50 percent of the total stock is owned by U.S. shareholders. A U.S. 
shareholder is one who owns, either directly, indirectly or constructively, 10 percent or more of 
the total voting power of the foreign corporation’s voting stock. If the foreign corporation is a 
CFC, all investment income earned, whether distributed or not, is allocated to each of the U.S. 
shareholders by the amount of stock owned, directly or indirectly, by him. The Internal 
Revenue Code (“IRC”) provides that this amount should be reported on a U.S. citizen’s 
individual income tax return, a Form 1040, and any resulting tax due and owing should be paid. 

12. Not surprisingly, Anderson did not report Gold & Appel’s earning on his income 
tax retums for the years 1995 throng and including 1999. The accountants, who prepared these 
returns, specifically asked Anderson whether Gold & Appel was a CFC. Anderson always 
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provided answers indicatmg that Gold & Appel and Iceberg were not CFCs. Evidence 
subsequently seized by the govennnent from Anderson’s residence, including several books on 
the subject, demonstrated that he was adequately versed in this section of the Intemal Revenue 
Code. 

13. Then, in March 2002, the government seized from Anderson’s D.C. office and 
residence, all of the bearer shares of Iceberg. By virtue of his possession of these share 
certificates, Anderson is deemed to be the owner of Iceberg. It also appears that he has always 
been in possession of these certificates. Correspondence from the formation agent for Iceberg 
and records from the Netherlands’ government confirmed that these stock certificates were 
mailed to Anderson upon Iceberg’s formation, in September 1993. The government also seized 
Iceberg’s Minute Book, which contained an undated handwritten entry, granting an exclusive 
option to purchase 99% of the shares of Iceberg to Anderson’s mother, Beverly A. Heinle, for a 
mere $9,900. The option was valid until November 1, 2002. In July 2002, Mrs. Heinle told your 
Affiant that she did not know what Iceberg was or that she had this option to purchase these 
shares. As stated above with respect to Gold & Appel, by granting this exclusive option to his 
mother, Anderson assured that no one else could own those shares. Therefore, the only possible 
owner of Iceberg is Anderson - the hearer of the shares. As the owner of Iceberg, Anderson is 
the only possible owner of Gold & Appel. 

14. After these searches, Anderson’s attorneys moved to unseal your Affiant’s 
Affidavit in support of the warrants. Y our Affiant subsequently seized from Anderson’s trash a 
document that purports to be his personal assessment of the accuracy of the Affidavit and the 
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Management Limited in the Cayman Islands to manage the Smaller World Trust with an 
intention of forming a Cayman Islands’ trust using the same name. It is still unclear to your 
Affiant whether Anderson actually succeeded in fonning a Smaller World Trust in either the 
BVI or the Cayman Islands. 

1 8. Based upon Anderson’s actions, your Affiant believed that he was attempting to 
obstruct the grand jury investigation and fiirther impede the IRS’s ability to assess and collect 
the taxes due and owing. Accordingly, your Affiant presented aruaffidavit to Magistrate Judge 
Alan Kay, seeking additional search warrants for Anderson’s residence, storage facility and 
newly leased office space. On November 7, 2003, IRS Special Agents executed these search 
warrants. 

19. Found in Anderson’s office was a trust document for the Smaller World Trust. 
Yet, the document was redacted to conceal the identity of the trust settlor and the date when the 
trust was created. Anderson, however, is identified as the “initial protector” and “protector” of 
the trust, who has the power to appoint the trustee. Furthermore, Section 7.2 of the trust 
document states that Anderson “is the party most familiar with the true and actual intentions and 
Purposes of the Trust.” Moreover, Section 7.7 of the trust document provides the protector with 
“the right to aU cuirent information on all Trust matters including but not limited to all: 
accounts, corporate records, correspondence, legal action pending on behalf or against trust 
interests.” 

20. It appears that after the November 2003 search, Anderson contacted another 
formation agent. Sovereign Management Services, in Panama, to form an entity known as the 
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June 23, 1993 


Board of Directors 

Mid Atlantic Telecom, Inc. 

Re: Certain Tax Consequences to Shareholders 
Resulting from the Proposed Merger wi'Ui 
Rochester Subsidiary Twenty-Five Inc. 

Centlemen: 

You have requested our opiniMi regarding certain Federal 
income tax aspects of a proposed merger of Rochester Subsidiary 
Twenty-Five inc. {“Subsidiary"), a newly-formed, wholly-owned 
subsidiary of Rochester Telephone Corporation ("Rochester") , with 
and into Mid Atlantic Telecom, Inc. ("Hid Atlantic") . We Have 
a.ct-ed as spaclaX "tax counsel solely to Mid Atlantic in connection 
with this opinion. We are not counsel to any of the individual 
shareholders of Mid Atlantic. A description of the merger is set 
forth in the Registration Statement on Fora S-4 filed by 
Rochester with the Securities and Exchange Commission (the 
"Registration Statement"). 

The tax issues discussed herein are whether the exchange of 
Mid Atlantic common stock for Rochester common stock will be a 
taxable transaction for shareholders, what basis such 
shareholders will have in the Rochester common stock received, 
and when the holding period for capital gains purposes will be 
deemed to commence with respect to Rochester common stock 
received. 

In connection with this opinion, we have examined and are 
familiar with originals or copies, certified or otherwise 
identified to our satisfaction of; (a) The Agreement and Plan 
of Merger dated as of December 31, 1992 by and among Hid 
Atlantic, Subsidiary and Rochester; (b) the Agreement with 
respect to a Merger of Rochester Subsidiary Twenty-Five Inc. into 
Mid Atlantic, Telecom Inc. dated December 31, 1992 by and among 
Rochester, Mid Atlantic, Subsidiary, Gold & ^pel Transfer, S.A. 
("Gold fi Appel") and Walter Anderson ("Anderson") and (c) the 
Pre-Closing Amendment to Agreement with Respect to a Meirger 
effective as of March 18, 1993 by and among Rochester, 

Subsidiary, Mid Atlantic, Gold fi Appel, Anderson, Donald A. 

Burns, Jr., Gall W. Furman, Kris weimerskiroh and Zane D. Showker 
(all of the foregoing referred to as the "Agreements"). 
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We have relied on the representations and warranties set 
forth in such documents. We have also obtained an Officers’ 
Certificate ("Certificate") from Anderson and Donald A. Burns, 

Jr. with respect to the factual matters relevant to this opinion, 
and have relied upon such certificate in connection herewith. 

This opinion is based solely upon our review of the 
Agreements and contingent upon the truth and accuracy of all 
representations set forth herein. We have undertaken no 
independent Investigation to ensure the truth and accuracy of 
such representations. 


Following is a summary of facts regarding issues which you 
have asked to opine: 

Pursuant to the Agreements, on the Effective Date (as 
defined in the Agreements) , subsidiary will merge into Mid 
Atlantic (the "Merger") . The Merger is governed by the State 
laws of Virginia and, in connection therewith, all assets and 
liabilities of Subsidiary will transfer to Mid Atlantic. 

Pursuant to the Merger, each outstanding share of $.01 par value 
common stock of Mid Atlantic will be exchanged for a pro rata 
share of the number of shares of fully paid and non-assessable 
$1.00 par value common stock of Rochester, as determined by 
dividing the purchase price (as provided for in the Agreements) 
by the average closing price of Rochester common stock on the 
composite tape at the New York Stock Exchange for the five 
trading days ending two business days prior to the consummation 
of the Merger, then dividing the quotient by 998,508, the number 
of shares of Mid Atlantic authorized, issued and outstanding. 

The purchase price la generally equal to $6,690,000 less 
specified debt, but may be adjusted downward ptirsuant to a 
formula set forth in the Agreements. Mid Atlantic shareholders 
who dissent from the Merger will have the right to obtain payment 
of the fair value of their shares of the company in accordance 
with the procedures of Section 13.1-729 to 13.1-741 of the 
Virginia Stock Corporation Act. 

Each holder of Mid Atlantic stock outstanding immediately 
prior to the Merger will be entitled to an additional 
distribution of Rochester common stock (the "Additional 
Consideration") calculated pursuant to a formula set forth in the 
Agreements to be determined by approximately March 1, 1994, up to 
an aggregate maximum of $3,375,000 in additional consideration. 
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Hid Atlantic Telecom, Inc. 
June 23, 1993 
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Based on the Certificate, we understand that Gold S Appel is 
the legal owner of 684,680 shares of Kid Atlantic; that such 
shares were acquired by Gold & Appel on September 2, 1992 from 
Anderson pursuant to an exercise of an option granted by Anderson 
in an Option Agreement (the "Option Agreement") entered into 
between Gold 6 Appel and Anderson on December 2, 1991 as amended 
December 22, 1991; and that Anderson has a power of attorney (the 
"Power of Attorney") to manage all of the affairs of Gold & Appel 
and an option (the "Anderson Option") to acquire for a nominal 
price substantially all of the outstanding stock of Gold & J4>pel. 

In connection with the foregoing, in the Agreements, Hid 
Atlantic, Gold & Appel and Anderson have made the following 
representations : 

1. Immediately following the Merger, Mid Atlantic will 
hold at least ninety percent (90%) of the fair market value of 
its net assets and at least seventy percent (70%) of the fair 
market value of its gross assets held prior to the Merger. For 
purposes of the 90 percent and 70 percent tests described herein, 
the following shall be taken into account as assets of Mid 
Atlantic held immediately prior to the Merger: (i) the expenses 
of the Merger transaction to be paid by Mid Atlantic; (ii) all 
dividends (other than regular, normal dividends) and other 
extraordinary distributions to shareholders and redemptions of 
stock by Hid Atlantic made within the three (3) years immediately 
preceding the Merger; (iii) all payments to shareholders of Hid 
Atlantic who dissent from the Merger under the applicable state 
law; and (Iv) payments to shareholders of Mid Atlantic in lieu of 
fractional shares. 

2. There is no plan or intention by Mid Atlantic, Gold & 
Appel or Anderson, and such persons and entities are not aware of 
any plan or intention on the part of other shareholders of Kid 
Atlantic, to sell, exchange or otherwise dispose of a number of 
shares of Rochester shares received in the Merger that would 
reduce the ownership of Rochester common stock by the former 
owners of the Mid Atlantic common stock to a number of shares 
having, in the aggregate, a value of less than fifty percent 
(50%) of the aggregate value of the outstancllng Mid Atlantic 
common stock immediately prior to the Merger. For purposes of 
applying the test described above, the following shall be treated 
as outstanding stock of Mid Atlantic as of the effective date of 
the Merger: (a) the shares of Mid Atlantic common stock held 
either prior or subsequent to the Merger which are sold, redeemed 
or otherwise disposed of as part of the Merger; (b) any shares of 
Mid Atlantic common stock acquired for cash in lieu of issuing 
fractional shares; (c) any shares of Mid Atlantic common stock 
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Mid Atlantic Telecon, Inc. 
June 23, 1993 
Page 4 


exchanged for cash or property; and (d) any shares surrendered in 
exchange for payments to dissenting shareholders to the Merger. 

3. Gold S Appel and Anderson intend to use the Rochester 
common stock they receive pursuant to the Merger as collateral 
for a loan immediately after the closing. Under the terms of a 
security agreement. Gold S Appel and Anderson will retain all 
legal rights to the Rochester common stock, such as the right to 
receive dividends and the right to vote the Rochester common 
stock. Additionally, Gold & Appel and Anderson intend to repay 
the loan and will be personally liable for the borrowing, and the 
value of the Rochester common stock at the time the locin is made 
will exceed the amount of the loan by twenty percent (20%) . 

4. The fair market value of the Rochester common stock to 
be received by each holder of Mid Atlantic common stock in the 
Merger (including the fractional share interests to which they 
would otherwise be entitled) will be approximately equal to the 
fair market value of the Mid Atlantic common stock surrendered by 
each holder of Mid Atlantic common stock in the Merger. Mid 
Atlantic and Rochester have bargained at arm’s length over the 
price to be paid for Mid Atlantic. Such price was determined 
based solely on the value of Hid Atlantic without considering any 
other company in which the shareholders of Mid Atlantic own an 
equity interest. 

5. In -^e Merger, Rochester will acquire control of Mid 
Atlantic within the meaning of Section 368 (c) of the Internal 
Revenue code of 1986, as amended (the "code") . Mid Atlantic will 
not issue additional shares of its stock that would result in 
Rochester losing or not obtaining control of Mid Atlantic. 

6. In the Merger, shares of Mid Atlantic common stock 
representing control of Mid Atlantic, as defined in Section 
368(c) of the Code, will be exchanged solely for Rochester common 
stock. For purposes of this representation, shares of 

Mid Atlantic common stock exchanged for cash or other property 
originating with Rochester will be treated as outstanding Mid 
Atlantic common stock on the date of the Merger. 

7. _ Mid Atlantic has no outstanding warrants, options, 
convertible securities, or any other type of right pursuant to 
which any person could acquire its common stock. 

8. Mid Atlantic’s business reasons for entering Into the 
transaction Include the fact that Rochester can provide Mid 
Atlantic with additional engineering, financial and managerial 
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expertise, enabling Mid Atlantic to operate more efficiently and 
profitably in the future. 

9. For the convenience of the parties, no fractional 
shares of Rochester common stock will be issued. Instead, 
Rochester will pay to any holder of the Hid Atlantic common stock 
otherwise entitled to a fractional share the amount of cash or 
cash equivalent assignable to such fractional share under the 
terms of the Agreement. The cash to be paid by Rochester is in 
lieu of fractional share Interests to which the holders of the 
Mid Atlantic common stock are entitled under the Agreements, and 
represents merely a mechanical rounding-off of the fractions in 
the Merger and is not a separately bargained-for consideration. 
The total cash paid in the transaction for fractional share 
interests will not exceed one percent (1%) of the total 
consideration given in the Merger. 

10. Mid Atlantic will pay its own reorganization expenses 
(including fees and expenses paid to attorneys, accountants, 
financial advisors and brokers) actually incurred by it in 
connection with the Merger. The executive officers and directors 
of Hid Atlantic, and holders of five percent (5%) or more of the 
Mid Atlauitlc common stock will each pay their own respective 
reorganization expenses (including fees and expenses paid to 
attorneys, accountants, financial advisors and brokers) incujnred 
by them in consideration for the Merger. 

11. Mid Atlantic has not paid any extraordinary 
distributions or dividends with respect to its common stock or 
otherwise and none will be paid prior to the Merger. 

12. There is no indebtedness existing between Mid Atlantic 
and Rochester, including their subsidiaries, that was issued or 
acquired at a discount or that will be settled at a discount in 
connection with the Merger. 

13. No liabilities of Mid Atlantic will be assumed by or 
transferred to Rochester nor will any of Mid Atlantic common 
stock transferred to Rochester be subject to any liabilities. 

14. On the Effective Date, the fair market value of all the 
assets of Mid Atlantic will exceed the sum of all the liabilities 
of Mid Atlantic, plus the liabilities, if any, to which the 
assets are subject. 

13. The compensation and/or benefits to be paid to 
Anderson, Gail W. Furman and Donald A. Burns, Jr. pursuant to 
certain employment agreements will be for services expected to be 
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rendered, and such compensation and terms are commensurate with 
compensation and terms accorded to third parties bargaining at 
arm's length for similar services. Kone of the compensation 
and/or benefits to be received by Anderson, Gail W. Furman and 
Donald A. Burns, Jr. or any employee of Mid Atlantic will Ite 
separate consideration for or allocable to any shares of Mid 
Atlantic common stock or allocable to any shares of Rochester 
common stock. 

16. Mid Atlantic is not an investment company, as defined 
in Section 368 (a) (2) (F) (iii) and (iv) of the Code. Mid Atlantic 
is not a regulated investment company or a real estate investment 
trust, as defined in the Code. 

17. Mid Atlantic is not under the jurisdiction of a court 
in a Title 11 or similar case within the meaning of Section 
368(a)(3)(A) of the Code. 

18. On December 2, 1991, as amended December 22, 1991, 
Anderson entered into the Option Agreement whereby Anderson 
granted Gold & Appel the right to purchase up to 700,000 shares 
of Mid Atlantic common stock owned by Anderson. The purchase 
price of the stock was $.03 per share. The Option Agreement was 
entered into prior to the date on which Mid Atlantic began 
discussions with Rochester, and prior to the date on which Mid 
Atlantic _ first considered engaging in a plan of reorgauiization or 
acquisition. Furthermore, the Option Agreement was entered into 
for valid business purposes and not for tax avoidance purposes. 

At the inception of the Option Agreement, all parties to the 
agreement anticipated that Gold 6 Appel would exercise its option 
to purchase Mid Atlantic stock. 

In connection with the foregoing, in the Agreements, 
Rochester has made the following representations: 

1, ^ Subsequent to the Merger, Rochester will not cause or 
permit Mid Atlantic to distribute or otherwise dispose of Mid 
Atlantic's assets such that less than ninety percent (90%) of the 
fair market value of Mid Atlantic's net assets or less than 
seventy percent (70%) of the fair market value of Mid Atlantic’s 
gross assets immediately before the Merger, will be held by Jtid 
Atlantic after the Merger. 

2 . Rochester has no plan or Intention to cause or permit 
Mid Atlantic to issue additional shares of Mid Atlantic common or 
preferred stock which would result in Rochester losing or not 
obtaining control of Hid Atlantic. In the Merger, Rochester will 
acquire shares of Mid Atlantic common stock representing control 


000JF.3 



Mid Atlantic Telecom, Inc. 
June 23, 1993 
Page 7 


1999 


of Hid Atlantic, as defined in Section 368(c) of the Code, in 
exchange solely for Rochester common stock. For purposes of this 
representation, shares of Mid Atlantic common stock _ exchanged for 
cash or other property originating with Rochester will be treated 
as outstanding Hid Atlantic common stock on the date of the 
Merger. 


3. After the Merger, Rochester has no plan or intention to 
cause or permit Mid Atlantic not to continue its historic 
business in substantially the manner in which such business has 
been conducted before the Merger. 

4. Rochester has no plan or intention to liguidate Mid 
Atlantic; to cause or permit Mid Atlantic to merge into anoUier 
corporation; to sell or otherwise dispose of any Mid Atlantic 
common stock (except for the trMsfer of the Hid Atlantic common 
stock to a wholly-owned subsidiary of Rochester and the possible 
transfer of the Hid Atlantic common stock by such subsidieiry to 
its wholly-owned subsidiary as set forth below) ; or to cause or 
permit the sale or other disposition of any of the assets of Mid 
Atlantic (except for sales or dispositions in the ordinary course 
of business) . Immediately after the consummation of the Merger 
or upon the “Earn Out Payment Date" (as defined in the 
Agreements) , whichever is later, Rochester plans and intends to 
cause a “drop down" of Mid Atlantic to the second tier subsidiary 
level by transferring all of Mid Atlantic's outstanding capital 
stock to a wholly-owned first tier subsidiary of Rochester solely 
in exchange for the stock of such first tier subsidiary. 
Subseguently , such first tier subsidiary may transfer all of Mid 
Atlantic's outstanding capital stock by delivery to a wholly- 
owned subsidiary of the first tier subsidiary solely in exchange 
for the shares of the wholly-owned subsidiary’s stock. The 
subsequent transfer of Mid Atlantic common stock to a second tier 
wholly-owned subsidiary of Rochester will not cause the merger to 
fail to be a tax deferred reorganization under Sections 
368(a)(1)(A) and 368(a)(2)(E) of the Code. 

5. Rochester has no plan or intention to redeem or 
otherwise reacc[ulre any of its stock to be distributed to the 
owners of Mid Atlantic common stock in the Merger. 

6. Rochester is not an investment company, as defined in 
Section 368(a) (2) (f) (iii) and (iv) of the Code. Rochester is not 
a regulated Investment company or real estate investment trust as 
defined in the Code. 

7. Prior to the Merger, Rochester will be in "control" of 
Subsidiary within the meaning of section 368(c) of the Code. 
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In connection with the foregoing. Gold S Appel and Anderson 
have made the following additional representations: 

1. The exercise of the option by Gold S Appel to acquire 
legal ownership of Mid Atlantic common stock was effected 
pursuant to the Option Agreement prior to any agreement, letter 
of intent or agreement, oral or written, being entered into 
regarding the Merger, plan of reorganization or acquisition and 
prior to the commencement of any negotiations with Rochester 
regarding the Merger. Further, the decision to exercise the 
option on the exercise date was for valid business purposes 
independent of and not related to or based upon an expectation 
that the Merger or other plan of reorganization would be 
consummated. Such business reasons Included facilitating the 
commencement and expansion of operations abroad including 
enhancing the ability to procure financing for such operations by 
capitalizing Gold 6 Appel with appreciating assets. 

2. Pursuant to the Power of Attorney and Anderson Option, 
Anderson controls Gold & Appel and is the beneficial owner of 
substantially all of the equity of Gold & Appel. Anderson 
intends to exercise the Anderson Option and become the legal 
owner of substantially all of the outstanding equity of Gold & 
Appel . 


The Merger will be a taxable event to Mid Atlantic 
shareholders unless it qualifies as a reorganization under Code 
Section 368 (a) (2) (E) . 

General Regutraments for Sec ti on 368fa)f2)fE) Reorganization 

Section 3e8(a)(2j(E) provides that a merger will qualify as 
a reorganization in the case where a subsidiary of an acquiring 
corporation merges into a target corporation and (i) in the 
transaction, the former target shareholders surrender an amount 
of stock representing control of target in exchange solely for 
voting stock of the acquiring corporation, and (li) after the 
transaction, the target holds substantially all its properties 
and sxibstantially all the properties of the subsidiary. The 
Internal Revenue Service takes the position that the 
"substantially all" requirement is satisfied if there is a 
transfer of assets representing at least 90% of the fair market 
value of the net assets of a corporation and at least 70% of the 
fair market value of the corporation's gross assets. "Control" 
is defined under Section 368(c) of the Code as ownership of stock 
possessing at least 80 percent of the total combined voting power 
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of all classes of stock entitled to vote and at least 80 percent 
of the total number of shares of other classes of stock of the 
corporation. Based on the Agreements and the representations, 
the Merger will satisfy the foregoing reguirements. 

Continuity of Interest 

In order to qualify as a reorganization, the Merger must 
satisfy a "continuity of interest" requirement regarding 
shareholders of Mid Atlantic. Section 1. 368-1 (b) of the Treasury 
Kegulations {the "Regulations") requires as a prerequisite for a 
reorganization "a continuity of interest therein on the part of 
those persons who, directly or indirectly, were the owners of the 
enterprise prior to the reorganization." 

This requirement has been subject to a great deal of 
interpretation by the Internal Revenue Service and judicial 
authorities. The Internal Revenue Service takes the position for 
advance ruling purposes that the continuity of interest 
requirement will be satisfied if the former tctrget shareholders 
receive acquiring corporate stock equal in value, as of the 
effective date of the reorganization, to at least 50% of the 
value of all of the formerly outstanding target stock as of the 
same date. These advance ruling guidelines further provide that, 
for pur^ses of applying the 50% rule, sales, redemptions, and 
other dispositions of target stock occurring prior or subsequent 
to the exchange which are part of the plan of reorganization will 
be taken into account. This requirement has been treated by the 
Internal Revenue service as meaning that at least 50% of the 
consideration paid by the acquiring corporation must be acquiring 
corporation stock given to target shareholders who are 
"historical shareholders" of the target and not counting any 
target shareholders who may have recently received their target 
shares in reliance upon or in anticipation of the reorganization. 

The Internal Revenue Service could argue that Anderson 
rather than Gold & Appel is the "historical shareholder" of Mid 
Atlantic and therefore Rochester common stock received by Gold & 
Appel will not be counted toward the continuity of Interest 
requirement causing the transaction to fail such test. In order 
for such argument to prevail, the internal Revenue Service would 
have to show that Gold & Appel's acquisition of the Mid Atlantic 
shares was part of the plan of reorganization. Mid Atlantic, 

Gold & Appel and Anderson have represented that the Option 
was entered into prior to any discussions with 
Rochester or to Mid Atlantic's considering engagement in a plan 
of reorganization or acquisition and that all parties to the 
Option Agreement anticipated that the option would be exercised. 
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In addition, Anderson and Gold & Appel have represented that the 
option was exercised for business reasons independent of the 
Merger. Relying on the representations set forth herein, the 
acquisition of shares by Gold & Appel should not be treated as 
part of the plan of reorganization and Gold & Appel should be 
treated as the historical shareholder of Mid Atlantic for 
purposes of the continuity of interest requirement . Finally, 
even if the Internal Revenue Service were successful in asserting 
that Anderson was the "historical shareholder," the Internal 
Revenue Service has ruled previously (and the Regulations 
provide) that the continuity of interest test can be satisfied 
indirectly both in the circumstance where a target shareholder 
receiving acqjuiring corporation stock distributes the stock to 
the target shareholder's parent and/or individual shareholders 
and where a target shareholder transfers downstream the acquiring 
corporation stock to wholly-owned corporations. See Rev.Rul. 84- 
30, 1984-lCB.llS, Private Letter Rulings ("PLR") 9050031, 

8939056; 8922063 holding that upstream distribution does not 
violate continuity of interest; See PLR 9121013, 9047007,8930066 
and 8929059 holding that transfer by original target shareholders 
of acquiring stock to wholly-owned corporations did not violate 
continuity of interest request. While none of these rulings 
involved a Section 368(a)(2)(E) reorganization, they are closely 
analogous to the foregoing circumstances. Accordingly, even if 
Anderson, rather than Gold A Appel is treated as the "historical 
shareholder" of Mid Atlantic, the continuity of interest 
requirement should be deemed to be satisfied indirectly by 
Anderson's control of Gold & Appel. 

Nevertheless, it should be noted that the Internal Revenue 
Service may not agree with this analysis and the ultimate outcome 
of any litigation regarding this issue cannot be predicted with 
certainty. 

P ayment of Additional consideration 

Under certain circumstances, stock received as additional 
contingent consideration in a reorgauiization after the date of 
the initial closing may be regarded as "other property" taxable 
pursuant to Section 356 of the Code. The Internal Revenue 
Service takes the position that stock received as additional 
consideration is tax-free if the fallowing conditions are met: 

(1) all of the stock to be issued in the reorganization will be 
issued within five (5) years from the date of the initial 
distribution; (2) there is a valid business reason for not 
issuing all of the stock at the time of the reorganization; 

(3) the maximum number of shares that may be Issued is set forth 
in the agreement; (4) at least fifty percent (50%) of the maximum 
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number of shares of each class of stock that may eventually be 
Issued is Issued in the initial distribution; (5) the triggering 
event for the issuance must not be an event within the control of 
the target shareholders and must not be based on the 
determination of a federal income tax liability related to the 
reorganization; (6) the formula for calculating the additional 
issuance must be objective and readily ascertainable; and (7) the 
right to receive additional shares must either be nonasslgnable 
or not be evidenced by a negotiable instrument or be readily 
marketable. Based on the Agreements and representations, the 
payment of Additional Consideration should satisfy these tests. 
There is uncertainty in the law as to whether, pursuant to Code 
Sections 483 and 1271-1275, taxable interest must be imputed when 
stock is received in a reorganization as an additional 
installment after the initial closing. Such Interest imputation 
rules would be applied by discounting the value of the 
installment payment back to the date of the initial closing using 
the Applicable Federal Kate (as defined in Section 1274(d)) as 
the interest rate to determine the amount of the imputed Interest 
which would be taxable. In at least one ruling the IRS has taken 
the position that interest is imputed in connection with the 
issuance of additional shares in an otherwise tax-free 
reorganization. See Rev. Rul. 73-298, 1973-2 C.B. 173. 
Accordingly, it is possible that a portion of any Additional 
Consideration received by Mid Atlantic shareholders may be 
treated as taxable interest income. 

The Internal Revenue Service also takes the position that 
the aggregate basis of shares in the target transferred by target 
shareholders must be allocated to all shares of the acquiring 
corporation which either have been received or may be received in 
a contingent payout. Accordingly, Mid Atlantic shareholders are 
required to allocate basis in Mid Atlantic shares to that of 
Rochester shares initially received and, upon any payment of 
"Additional Consideration", would reallocate basis among all 
Rochester shares held at the time the additional shares are 
received. 

Transfer to Second-Tier subsidiary 

Rochester has indicated that, following the Merger, it may 
transfer its Mid Atlantic common stock to a wholly-owned 
subsidiary which in turn may transfer such Mid Atlantic common 
stock to a wholly-owned subsidiary of such subsidiary. Section 
368(a)(2)(C) of the Code provides that a reorganization 
qualifying under any of Sections 368(a)(1)(A), 368(a)(1)(B), 
368(a)(1)(C) or 368(a)(1)(G) is not disqualified by reason of the 
fact that part or all of the stock acquired In the transaction is 
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transferred to a corporation controlled by the acquiring 
corporation. Section l.368-2{j) (4) of the Regulations clarifies 
that Section 368 (a) (2) (C) also applies to reorganizations tuider 
Section 368(a)(2)(E). Further, the Internal Revenue Service has 
ruled that Section 368(a)(2)(C) permits an acquiring corporation 
to drop the acquired target stock down to a controlled second- 
tier subsidiary. PLR 9041086. 

Accordingly, a transfer by Rochester of its Mid Atlantic 
shares to a wholly-owned second-tier subsidiary should not 
disqualify the reorganization. 

OPINIOM 


Based on the foregoing and our reliance upon the accuracy of 
the representations and certifications, and subject to the 
assumptions and qualifications set forth herein, it is our 
opinion that; 

1. Hie Merger will qualify as a reorganization pursuant to 
Sections 368(a) (1) (A) and 368(a)(2)(E) of the Code. 

2. No gain or loss will be recognized to the shareholders 
of Mid Atlantic upon the exchange of Mid Atlantic common stock 
for Rochester common stock Including Rochester common stock 
received as Additional Consideration (subject to potential 
imputation of interest on Additional consideration) except for 
cash received in lieu of fractional shares. 

3. The basis of the Rochester common stock (including any 
shares received as Additional Consideration) received by the Mid 
Atlantic shareholders will be the same as the basis of Mid 
Atlantic common stock surrendered in exchange therefor. TIpon a 
shareholder's receipt of shares as Additional Consideration, the 
basis will be reallocated among all of the Rochester shares 
received in the Merger and held by such shareholder at such tine. 

4 . The holding period of the Rochester common stock 
received by the shareholders of Mid Atlantic will include the 
period during which Mid Atlantic stock surrendered therefor was 
held, provided the stock of Mid Atlantic is held as a capital 
asset in the hands of the Mid Atlantic shareholders on the date 
of the exchange. 

Except as expressly set forth above, we express no opinion 
regarding any other tax consequences to any party, whether 
Federal, state, local or foreign, of the Merger or of any 
transactions related to the Merger or contemplated by the 
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Agreements. The opinions expressed in the letter are limited to 
the matters set forth herein and no other opinions should be 
inferred beyond those expressly stated. 

This opinion is based upon applied laws and interpretations 
as in affect on the date of this opinion including applicable 
provisions of the Code, Regulations, pertinent judicial 
authorities, and interpretative rulings of tJie Internal Revenue 
Service all of which may change from time to time and the 
opinions set forth herein may not be valid in the event of 
changes, amendments or revisions to any of the foregoing 
applicable laws and interpretations thereof. We assume no 
obligation to supplement the opinion if any applicable laws or 
interpretations thereof change or are enacted after the date 
hereof, or if we become aware of facts that might change the 
opinions expressed herein after the date hereof. 

This opinion is being furnished only to you in coiuiection 
with the Registration Statement for use by the shareholders of 
Mid Atlantic and may not be used or relied upon for any other 
purpose or by any other person and may not be circulated, quoted, 
filed with any governmental body, or otherwise referred to for 
any other purpose without our express written consent. We hereby 
consent to the filing of this opinion as an exhibit to the 
Registration statement. 

Very truly yours, 

SWIDLER & BERLIN, CHARTERED 
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UNITEb STATES DISTRICT COURT FILED 

FOR THE DISTRICT OF COLUMBIA 

MAR 1 6 2005 

— ^ NANCyMAYERWWTTlfieraii,ClBK 

) US. DISTRICT COURT 

UNITED STATES OF AMERICA, ) 

) 

V. ) Criminal No. 0S-0066(PLF) 

) 

WALTER ANDERSON, ) 

) 

Defendant. ) 

- ) 


OPINION AND ORDER 

This case is before the Court on defendant Walter Anderson’s Motion to Impose 

Conditions ofRelease, filed on March 10, 2005. The issue of Mr. Anderson’s pretrial detention 

was first considered by Magistrate Judge Alan Kay, who received briefing ficm the parties ted 

heard testiiiiony on February 28 and March 3, 2005. Upon consideration of the parties’ 

argttments and the facts before him, and in accordance with the Bail Reform Act of 1984, 

18 U.S.C. j§ 3141 et seq.. Magistrate Judge Kay concluded that the defendant posed a 

substantial risk of flight and found by a preponderance of the evidence “that there exist no 

conditions nor combination of conditions which would assure the return of this Defendant tjj all 

! 

future court appearances,” and granted the government’s motion to detain Mr. Anderson pehding 
trial. See Detention Memorandum at 6 (Mar. 7, 2005). Defendant subsequently filed the inistant 
motion, and the Court heard the proffers and arguments of counsel on March 11, 2005. 

The Court’s review of the magistrate judge’s decision is de novo; the Court is free 
to use in its analysis any evidence, proffers or rationale relied on by the magistrate judge, bijt may 
hear additional evidence Or proffers and employ its own analysis. United States v. Kami. 2^8 F. 
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Supp.2d 129, 130 (D.D.C. 2004) (citing United States v, Hudspeth. 143 F. Snpp. 2d 32, 35-36 
(D-D.C. 2001)). Upon careful consideration of the indictment returned by the grand jury, the 
briefs and other papers submitted by the parties, the proceedings before Magistrate Judge Kay, 
Judge Ray’s findings of fact and conclusions of law, and the evidence and proffers before this 
Court, the Court finds by a preponderance of the evidence that no condition or combination of 
conditions will reasonably assure the appearance of ttie defendant as required for trial. 
Accordingly, the Court will deny Mr. Anderson’s motion to impose conditions of release and 
will order him detained pending trial. 

I. THE BAIL REFORM ACT 

Our sj^tem of criminal justice embraces a strong presumption against detention. 
“‘In our society liberty is the norm, and detention prior to trial or without trial is the carefully 
limited exception.’” United States v. Gloster. 969 F. Supp. 92, 96-97 (D.D.C. 1997) (quoting 
United States v. Salerno. 481 U.S. 739, 755 (1987)). The BaU Reform Act of 1984, 

18 U.S.C. §§ 3141 et seq., sets forth the limited circumstances in which a defendant may be so 
detained despite the presumption m favor of liberty. The Act provides, in pertinent part, that if a 
judicial officer finds by clear and convincing evidence that “no condition or combination of 
conditions will reasonably assure ... the safety of any other person and the community, such 
judicial officer shall order the detention of the [defendant] before trial.” 18 U.S.C. § 3142(e). 
The Act also pro vides for pretrial detention on the ground that no condition or combination of 
conditioris will reasonably assure the appearance of the defendant as required. 1 8 U.S.C. 

§ 3142(e). Where the government seeks pretrial detention on this basis, it has the burden of 
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establishing by a preponderance of the evidence that the defendant is likely to flee before trial if 
released. United States v. Simpkins. 826 F.2d 94, 96 (D.C. Cir. 1987) (citing United States v. 
Vortis. 785 F.2d 327, 328-29 (D.C. Cir.), cat. denied. 479 U.S. 841 (1986)); United States v. 
Westbrook . 780 F.2d 1185,1188-89 (5th Cir. 1986). In a pretrial detention hearing conducted 
under the Bail Reform Act, both the government and the defendant may present evidence by way 
of proffer, ratha than by presenting live testimony. United States v. Smith. 79 F.3d 1208, 1210 
(D.C. Cir. 1996); United States v. Kami. 298 F. Supp.2d at 131. 

Although in its initial motion for pretrial detention the government advanced the 
argument that Mr. Anderson would pose a risk to the community unless detained. Magistrate 
Judge Kay rejected that argument, and the government has not pursued it in proceedings before 
this Court.* Consequently, the Court’s inquiry will focus on whether the government has shown 
by a prepondeftnce of the evidence that there are no conditions of release that reasonably will 
assure defendant’s appearance. In making this decision, the Court is to consida the available 
informatioii concerning (1) the nature and circumstances of the offense charged; (2) the weight of 
the evidence against the defendant; (3) the defendant’s history and characteristics; and (4) the 
nature and seriousness of the danga to any person or to the community that would be posed by 
the defendant’s release. See 18 U.S.C. § 3142(g). 


' That argument focused on Mr. Anderson’s alleged attempts to interfere with the 
grand jury investigation leading to his indictment in this case. 
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The itiost salient of these factors inMr. Anderson’s case are the nature and 
circninsiances of the offense charged, and the defendant’s history and characteristics. Magistrate 
Judge Kay focused on two these factors in considering Mr. Anderson’s detention, and the Court 
finds it appropriate to do so as well. 


n. DISCUSSION 

1. Nature and Circumstances of Charged Offense 
Walter Anderson is a telecommunications executive and investment fund manager 
Who enjoyed a great deal of Success with investments in the telecommunications industry during 
the 1980s and 1990s, He has no history of violent criminal activity and, so far as the Court 
knows, no prior involvement in the criminal justice system beyond a conviction on misdemeanor 
drag possession charges in the District of Columbia Superior Court in 2004. The grand jury’s 
l2-connt indictment accuses Mr. Anderson of executing a sophisticated scheme to avoid payment 
of federal taxes on nearly half a billion dollars of investment income earned over a five-year 
period. The alleged scheme involved the formation of “shell” corporations in the British Virgin 
Islands and Panama, with the purpose of concealing from the United States government Mr. 
Anderson’s ownership of investments in several telecommunications companies whose stock 
prices rose dramatically during the 1990s. The indictment alleges that as a result of these 
investment activities, Mr. Anderson owes approximately $210 million in hack taxes to the 
federal and District of Columbia governments. The combined statutory maximum penalties for 
the federal crimes with which Mr. Anderson is charged is 23 years; he could face considerable 
additional time if conviot3ed of the District of Columbia tax evasion charges. At 5 1 years old, Mr. 
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Ander^B poteatiafly coiild spend most of the ranainder of his life in prison if convicted. 

Count One of the indictoent charges Mr. Anderson with corruptly obstructing, 
impeding and impairing the due administration of the Intemal Revenue Laws, in violation of 
26 U.S.C. § 7212(a), inter alia, by first failing to file tax returns for seven successive years (1987 
to 1993) and then filing false returiK, by refusing to cooperate with the IRS in its efforts to 
collect taxes fmm him, by creating offshore corporations in tax haven countries in a manner that 
concealed his ownership of assets and obstructed efforts by the IRS to monitor his financial 
transactions, by filing false and fraudulent returns for certain years, by concealing information 
from his accoimtants concerning his control over certain foreign bank accounts 0eading to the 
preparation and filing of false tax returns), and by making false and misleading 
misrepresentations to his accountants for purposes of misleading the IRS in connection with an 
IRS audit. Counts Three through Six of the indictment charge tax evasion, in violation of 26 
U.S.C. § 7201, in connection with tax years 1996, 1997, 1998, and 1999. Counts Seven through 
Twelve charge fiuud in the first degree, in violation of 22 D.C. Code § 3221(a), in connection 
Wifli the same tax years and tax year 1995, and the District of Columbia use tax. 

The return of the indictment was preceded by the execution of two search 
warrants at Mr. Anderson’s home and office, on March 19, 2002 and November 7, 2003, during 
which were seized approximately 90 boxes worth of documents and other evidence. See 
Government’s Motion at 9; Transcript of Return on Bench Warrant and Arraignment Before the 
Honorable Alan Kay, United States Magistrate Judge (Feb. 28, 2005) (‘Teb. 28 Transcr.”) at 
15-16. The grandjury also obtained thousands ofother documents by subpoena. See id. at 53. 
On the basis of this evidence, the grandjury found probable cause to believe that Mr. Anderson 
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eomttiitted the charged offenses, which offenses, (he government persuasively asserts, 
demoiKtrate substantial familiarity vwth the commercial and financial laws of other countries, 
sophistication in arranging intemational financial transactions and in moving money across 
borders, and a facility for concealing the existence and location of significant quantities of money 
and other assets. The behavior underlying these charged offenses clearly suggests that Mr. 
Anderson is a flight risk. See United States v. Townsend. 897 F.2d 989, 994 (9th Cir. 1990) 
(nature and circumstances of charged offense ‘Veigh[ed] against bail” where accusations were 
“of sophisticated criminal conduct, whose successful completion required the ability to travel 
internationally, to adapt easily to foreign countries, and to move assets and individuals quickly 
from one country to another’’). The gravity of the offenses and the potential prison term also 
create a considerable incentive for Mr. Anderson to avoid prosecution and the likelihood of 
imprisonment in the event of a conviction. 

2. Defendant’s History md Characteristics 
Mr. Anderson himself demonstrates a number of characteristics that give the 
Court Serious doubts about its ability to assure his appearance at trial through any combination of 
release conditions. Those most relevant to the Court are Mr. Anderson’s unique ability to flee 
the jurisdictibn and evade detection by the United States government by virtue of his substantial 
assets abroad, his connections overseas, and his use of aliases and false identities; strong 
circumstantial evidence of his clear interest in fleeing the jurisdiction and his intent to do so; his 
lack of ties to the District of Columbia; and his persistent deceitfulness (or, at the very least, lack 
of candor and good faith) in his dealings with the government. 
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Mr. Anderson appears to have the abihty not only to flee the District of Columbia 
and the iJmted States without detection, but also to live comfortably and evade capture in foreign 
jurisdictions. Mr. Anderson has traveled extensively, making at least 35 trips outside the United 
States since March 2003. See Government’s Exhibit 59. He is fluent in Spanish. He has 
numerous international personal and business contacts, at least some of whom are likely to 
provide some assistance to Mr. Anderson (if not out of personal loyalty, then perhaps in the hope 
of finadcia] gain) in the event he flees the country. Mr. Anderson also appears to have access to 
substantial assets overseas. He owns a 19,000 square-foot mansion in Spain purchased for more 
than five million euros. Seg Government’s Exhibit 55; Feb. 28 Transcr. at 26. After Ms house 
was searched on March 19, 2002, and he became aware that he was the target of an IRS 
investigation, Mr. Anderson had numerous valuable pieces of artwork shipped fiom the United 
States to Switzerland, and has had some of them sold. There is no information about what 
happened to the proceeds. See Government’s Exhibit 53; Fd). 28 Transcr. at 20, 26; Transcript 
of Cotatiauation of Detention Hearing Before the Honorable Alan Kay, United States Magistrate 
Judge (Mar. 3, 2005) (“Mar. 3 Transcr.’’) at 9.; Government’s Motion for Detention (“Detention 
Mot.”) at 12-13. The government also has traced $20 million in cash to two Swiss bank accounts 
controlled by Mr. Anderson. See Feb. 28 Transcr. at 25. 

Over the course of time Mr. Anderson has employed numerous aliases, some of 
which could facilitate his ability to travel and conduct business incognito. These aliases include 
Mark Roth, William Prospero, Robert Zzylch, Robert Zzyllick, R. Langer, Ragnor Danksjold, 
and Dr. Paul Anderson. See Detention MoL at 8. Although there are reasons a person with 
legitihiate privacy concerns might wish to conceal his identity on occasion, Mr. Anderson’s 
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persistent use of such a wide variety of names su^sts an interest in something beyond mere 
privacy protection. Indeed, the indictment alleges that defendant used the name Mark Roth not 
for innooent purposes but to facilitate the commission of crimes charged in the indictment Mr. 
Anderson also is aEeged to have employed anonymous foreign and American mailboxes and 
mail forwarding services to conduct and conceal business transactions, as well as false addresses 
in Florida and Virginia for the purpose of evading payment of various taxes and regulatory fees. 
See Detention Mot at 8. 

OF great significance to die Court in finding by a preponderance of the evidence 
that Mr. Anderson has both the means and the intention to evade prosecution are materials seized 
in the searches of Mr. Anderson’s residence in March 2002 and November 2003. Among other 
documents, those searches imcovered a variety of materials with little plausible purpose beyond 
Mr. Anderson’s creation and use of &lse identities and identification for a variety of purposes, 
including travel abroad while concealing his tme identity. 

In Mr. Anderson’s residence were found blank forms for the creation of a United 
NdtionS-issned “International Driving Permit” and a “private investigator” identification card; a 
“certificate of brptism” from the Militaty Ordinariate of the United States of America, with 
identifying infonnation whited out; and numerons different passport photos. See Government’s 
Erthihits 1 1, 12, 10. Mr. Anderson also was in possession of an identity document, bearing Mr. 
Anderson’s photograph and the name “William Prospero,” that appears to be a forgery based on a 
document (also in Mr. Anderson’s possession) issued to a female acquaintance of Mr. Anderson, 
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Jeannine Benedicie. See Government’s Exhibit 8; Feb. 28 Transcr. at 23-24.^ Ms. Beoedicie’s 
grand jury testimony corroborates this impression See Feb. 28 Transcr. at 24. Even standing 
alone, Mr. Anderson’s possession of such false identification documents and materials necessary 
for the creation of further false identification might be enough to support a finding that Mr. 
Anderson presents a serious flight risk. See United States v. Hollender . 162 F. Supp. 2d 261, 
264-65 {S.D.N.Y. 2001). 

Also found in Mr. Anderson’s home, however, was a passport finm “British 
Guiana” issued to “Dr. Paul Anderson,” residing at “2012 Nevada NW” in Washington, D.C, 
with Walter Anderson’s photograph on it S^ Government’s Exhibit 7. The defense claims that 
this is a legal “camouflage passport” acquired by Mr. Anderson to conceal his United States 
citizenship in the event he was ever abducted by terrorists, that “British Guiana” now is a non- 
existent country (British Guiana became the Cooperative Republic of Guyana in 1966), and that 
Mr. Anderson could not actually travel on this passport This may be the case, but it is also true 
that such “Camouflage passports” may be used as false identification in bank transactions in other 
countiies, where bank employees are not generally trained to spot false passports. 

Even more troublesome questions axe raised by the numerous books and 
pamphlets, seized in the searches of Mr. Anderson’s home and office, that describe means of 
creating and obtaining false identification for pinposes of concealment. See Government’s 


^ The two documents are in the same format, and have identical police stamps and 
signatures. The personal information on each is different and appears in a different type&ce. 
The document carrying Mr. Anderson’s picture says that it was issued to “William Prospero,” 
who was born and resides m Paris. Based on the copies of these documents proffered by the 
government, they appear to be passports or other forms of identification issued by the French 
government. 
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Exhibit 14. Arhotig the publications found were ‘TJD. by Mail,” “Reborn Overset: Identity 
Building in Europe, Australia and New Zealand,” “Methods of Disguise,” “The Paper Trip I: For 
a New You Through New ID,” “Poof! How to Disappear and Create a New Identity,” “The ID 
Forger; Homemade Birth Certificates & Other Documents Explained,” ‘Who Are You? The 
Encyclopedia of Personal Identification” (the blurb reads “How to steal aa 3 one’s identity . . . 
where to get a ‘real’ birth certificate . . . how to open an untraceable offshore ATM account”); 
and “Bulletproof privacy: how to live hidden, happy, and free!” See id.; Government’s Exhibit 
15. The table of contents for the latter publication contains such section headings as “Using fake 
paperwork,” “Privacy requires the spinning of yams,” “Work out your story in advance,” “Private 
Travel,” “Getting around overseas,” and “Tax avoidance is legal” (including the subheading “The 
necessity of foreign entities”). The last three of these works (“The ID Forger,” “BuHetproof 
Pri vacy,” and “Who Are You?”) appear to have been purchased by Mr. Anderson in April or 
May of 2002, after the execution of the government’s first search warrant, and thus after Mr. 
Andersbn had notice of the pending investigation. Sge Feb. 28 TransCr. at 20; Government’s 
Exhibit 15. 

The defense argues that possession of these “how-to” books is “insufficient to 
necessarily demonstrate any mastery of the creation of false identities.” See 0pp. at 13. While 
they do not demonstrate Mr. Anderson’s mastery of these techniques, they do demonstrate 
conclusively an iiitense interest not just in personal privacy but m personal concealment through 
the creation of false identities, and the fret that Mr. Anderson has in the past at least engaged in 
the rudirhents of identity creation. Given Mr. Anderson’s intelligence and resourcefulness, and 
the considerable resources at his disposal, the Court is confident that he could plan and execute a 
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scheme of fli^t aad evasioa with a high probability of success. The implausibility of an 
innocent explanation for all (he material seized in Mr. Anderson’s possession further supports a 
finding that he had not only the ability but the interest and intent to flee. See United States v. 
Nichols . 897 F. Supp. 542, 548-49 (W.D. Okla. 1995) (“Although there are separate plausible 
innocent explanations for many of the individual items or pieces of the circumstantial evidence 
that Defendant committed or aided and abetted the commission of the crime charged, when the 
circumstantial evidence in its totality or collectively is considered, the wei^t of the evidence is 
great[.]”) (finding by clear and convincing evidence that no condition or combination of 
cofaditions could reasonable assure safety of community if defendant were released). 

Other materials seized in the March 2002 search corroborate the fact that Mr. 
Anderson’s subsequent transfer of assets overseas (the artwork and the 20 mill ion dollars in cash) 
was for illicit purposes, to shield assets from the authorities and/or to plan for a life after the 
investigation in another part of the world. Among the documents seized were books and articles 
ivith such titles as “Complete Guide to Financial Privacy,” “Complete Guide to Offshore Money 
Havens,” ‘‘Reaching offshore assets (it won’t be easy),” “Captaring Cargo Adrift - Reaching 
Ofifehore Assets,” and “Deck Chair on the Titanic or a Veranda on the QE2: Your Financial 
Journey - the Choice is Yours.” See Detention Mot at 12 & it5. 

The government further argues that Mr. Anderson has few ties to the District of 
Columbia, or evai to the United States, aad thus has little personal incentive not to flee. Mr. 
Anderson is not married and has no known children, he owns no residence here, and most of his 
business is conducted overseas. See Detention MoL at 1 3. As the defense points out, however, 
his mother aad stepfather do hve in the area, and Mr. Anderson has at least maintained a 
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ftsiden.ce in the District of Columbia for many years. While the Court does not discount the 
significance of Mr. Anderson’s relationship withhis mother and stepfather, it must be 
acknowledged that leaving the country under these conditions would entail less of a sacrifice for 
Mr. Anderson than it would if he had a spouse or minor children here. In combination with the 
fact the Mr. Anderson actually maintains at least one residence abroad, has many social ties 
abroad (including some romantic involvements), and has at least considered applying for 
citizenship in another country (Gfrenada), ^ Detention Mot. at 10-11, Mr. Anderson’s dearth of 
personal ties to this country and to this area must be considered to weigh as a significant fector in 
determining whetha’ release on any conditions would reasonably assure his appearance for trial. 
See 18 U.S.C. § 3142(g)(3)(A). 

Less conclusive than the aforementioned factors, but nonetheless disturbing, is 
Mr. Anderson’s historical unwillingness to be fiarthright in his dealings with government officials 
and the Court, which has on occasions shaded into outright deception. For example, when Mr. 
Anderson was ordered to appear before the grand jury investigating him to provide a handwriting 
exemplar, his attorney moved for an emergency continuance based on the fact that Mr. Anderson 
was, as Was represented to Chief Judge Hogan, traveling in Emope. In reality, Mr. Anderson was 
in the British Virgin Islands, forming another corporate entity allegedly in an effort to obstruct 
the grand jury investigation. See Detention Mot, at 17-18. The defense responds that Mr. 
Anderson traveled both to the British Virgin Islands and to Europe on that trip, and thus the 
representations made to Chief Judge Hogan were, strictly speaking, true. At best, the 
representations to Judge Hogan were only half true, and the clear effect of these statements was 
to 0 ve the Chief Judge a false sense of where Mr. Anderson was and why he was there, and to 
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prevfeat judge Hogan frbin discovering information that might have c^t suspicion on Mr. 
Anderson. 

Mr. Anderson’s application for a new passport after his was seized in the March 
2002 search of Ms home also displays a disturbing lack of candor, gee Mar. 3 Transcr. at 63. In 
response to the question “How was the passport tost or stolen?” Anderson replied: “Documents 
were removed from my house. Passport was part of these documents.” 'When asked on the 
application fonn what efforts he had made to recover the passport, Anderson’s reply was “tried to 
contact the person with the document.” While Mr. Anderson avoided making any explicitly false 
statements, Ms clear intent was to create the false impression that Ms passport was simply lost or 
stolen, rather than seized by the government in a search of Ms home. As Magistrate Judge Kay 
pointed out at the March 3, 2005 detention hearing, Mr. Anderson is far too intelligent not to 
have understood the likely effects of Ms half-tmths: “[Y]ou well know that if you put tMs was 
‘seized pursuant to a search warrant,’ that the likelihood of them issuing another passport would 
halve been remote at best.” Mar. 3 Transcr. at 63. 

The Court does not agree, however, that all the instances cited by the government 
of Mr. Anderson’s resistance to the grand jury investigation should be held against him. For 
example, the Court notes that it is perfectly legitimate in some circumstances (and crucial to the 
integrity of the legal process) to resist the production of documents to the govermnent when there 
are colorable legal grounds, such as attorney-client privilege, for doing so. See also hi re Sealed 
Case (Hakim). 832 F.2d 1268, 1272-74 & n.3 (D.C. Cir. 1987). Nonetheless, at least some of 
Mr. Anderson’s conduct appears to have crossed the hne between legitimate and illegitimate 
mterference with the mechanics of government and the processes of the grand jury and the Court. 
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The defense has submitted numerous letters attesting to Mr. Anderson’s good 
character tad honesty from people who have known him in a personal and a professional 
edacity. They detail Mr. Anderson’s commitment to helping others, and describe him as “a 
person with the bluest ethical and moral standards,” “genuine, respectful, truthful, and' helpful,” 
and “loyal, respectable, and trustworthy.” Like any character witness testimony, however, the 
opinion of such a person is just that, an opinion - an opinion all too often based on incomplete 
and episodic infonnation. Given Mr. Anderson’s alleged misrepresentations to his own 
accountants and his demonstrated willingness to deceive the government and the Chief Judge, his 
alleged honesty tad integrity in personal and business dealings give the Court no confidence that 
Mr. Anderson has been forthright with the very friends and associates who vouch for him, or that 
:he will be forthright in his future dealings with the government or this Court. 

The defense has emphasized in briefe and at oral argument that Mr. Anderson has 
left the country and returned many times during the pendency of the government’s investigation 
■ into his business and investment activities. His willingness to remain in and repeatedly return to 
the United States despite the risk of indictaent, the defense argues, indicates that Mr. Anderson 
wishes to remain here to defend his good name and reputation against attack in the criminal 
proceeding, even if it means, ultimately, risking his freedom. The Court does not find this 
attattient convincing. As Magistrate Judge Kay pointed out in Mr. Anderson’s earlier detention 
hearing, a pretadiclment investigation and a post-indictment trial are two very different things: 
“When a person has been told by the Judge that they’re to be taken to the gallows, it has a 
focusing impact on them.” Mar. 3 Transcr. at 64. Despite Mr. Anderson’s own statements 
before Magistrate Judge Kay that he “knew for sure there would be an indictment,” the Court 
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finds il at least as rational to conclude, as the govanment has argued, that Mr. Anderson either 
did not believe there would ever be an indictment, believed that he would have advance notice of 
any indictment, or believed (as Mr. Anderson admitted) that in the event of an indictment he - 
would be allowed to “appear voluntarily for an arraignment in a civilized way,” M- a* 60, in 
which case he Would (if already prepared to flee) have ample time to decamp for another 
jmisdiction. 

The defense also points to Mr. Anderson’s history of appearing when required in 
recent civil and criminal proceedings against him, and of compliance with the conditions of his 
■ unsupervised release following his conviction on misdemeanor drug charges, as demonstrating 
his “ability to honor his court dates and comply with court-ordered conditions of release.” See 
Defendant Walter Anderson’s Motion to Impose Conditions of Release at 6. The Court is not, 
however, concerned with Mr. Anderson’s ability to conrply with any conditions of release. Mr. 
Anderson clearly is sophisticated and responsible enough to make court ^earances and comply 
wiflh conditions right up to the point at which he concludes that it is no longer in his interest to do 
So. He certainly understood that failing to make appearances or to comply with his conditions of 
release in his misdemeanor case wordd have led to increased government scrutiny in this case 
and restrictions on his fireedom of action. The Court is concerned that Mr. Anderson may not be 
so willing to comply with the orders of court now that both the potential benefits of fleeing the 
j urisdiction and the coiisequences of remaining are so much greater. The Court finds by a 
preponderance of the evidence that Mr. Anderson poses a most serious risk of flight 
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3. Conditions of Release 

Having found diat Mr. Anderson presents a serious risk of fli^t, the Court must 
determine whether there is any “condition or combination of conditions [that] will reasonably 
assure the appearance of the [defendant] as required].]” 18 U.S.C. § 3142(e). At the Court’s 
request, defense counsel suggestedby letter of March 11,2005, a numbra" of conditions of release 
that they argue would ensure Mr. Anderson’s appearance for trial. Among those proposed 
conditions are: (1) requiring the surrender of Mr. Anderson’s passport or any other travel 
documents; (2) requiting Mr. Anderson to provide a general waiver of extradition; (3) prohibiting 
Mr. Anderson from seeking to obtain replacement travel documents, from traveling outside the 
District of Columbia without consent of the Court, from changing Ws address or telephone 
number without informing the Court, and from failing to ^pear for any Court proceedings; 

(4) requiring Mr. Anderson to submit to some form of monitoring regime, possibly including 
electronic moiiitofing; and (5) requiring that Mr. Anderson’s parents post their $500,000 home as 
security for Mr. Anderson’s pretrial release. Given the aforementioned risks of flight, the Court 
finds that none of these conditions, separately or in combination, are sufficient to provide 
reasonable assurance of Mr. Anderson’s presence at foture proceedings. 

The behavioral prohibitions proposed are essentially unenforceable promises not 
to engage in behavior that might facilitate the defendant’s flight from this jurisdiction or from the 
Uisited Stat^ and, standing alone, provide no assurance that Mr. Anderson will remain here for 
trial. The surrender of travel documents likewise would present little impediment to fli^t given 
Mr. Anderson’s already-discussed capacity to obtain or fabricate replacements. A general waiver 
of extradition would be effective only if Mr. Anderson were to seek refuge in a country whose 
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laws recognized stich a waiver, and only if Mr. Anderson were actually apprehended in that 
country. 

The Court also is not confident that any monitoring system could effectively 
prevent Mr. Anderson from leaving the jurisdiction. Weekly or even daily call-ins or visits to 
Pretrial Services would still allow the defendant a da/s head-start on flight from the United 
States. Conventional electronic monitoring also would only apprise authorities of whether Mr. 
Anderson was in or out of his home, and would likewise give him ample lead time if he wished 
to flee. See United States v. Townsend. 897 F.2d at 994-95 (“Nor does the wearing of an 
electronic device offer assurance against flight occurring before measures can be taken to prevent 
a detected departure from the jurisdiction.”). Furthermore, the Court is concerned that, given the 
many months (perhaps op to a year) that will elapse before he is brought to trial, Mr. Anderson 
could frustrate even a GPS-based monitoring system, at least for a period of time sufficient to 
allow him to flee. 

Finaltyj the Court finds that the posting of Mr. Anderson’s parents’ $500,000 
home as security would not provide a reasonable assurance of Mr. Anderson’s appearance at 
trial. There is reason to believe that Mr. Anderson has access to financial resoiuees far in excess 
of the value of his parents’ house, with which he mi^t provide for them (if he has not already) in 
the event that their house is seized. The government, in its letter to the Court of March 1 1, 2005, 
iheaitions both 20 million dollars Mr. Anderson apparently deposited into a Swiss bank account 
and Mr. Anderson’s recent interview with The Washington Post in which statements made by 
Mr. Anderson suggest that he controls 30 to 50 million dollars in funds located overseas. See 
David S. Hilzauath, Carol Loenig, and Yuki Noguchi, Tax Case Defendant Savs Money Was to 
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do Good, the Washington Post (Mar. 4, 2005).^ Moreover, it is not unreasoiiable to expect 
that someone’s mother, even if she were confident that he would be likely to flee, might willingly 
post her own home as security to protect her son fi'om a potentially lengthy prison term. 

in. CONCLUSION 

Deciding whether an individual poses a substantial risk of flight before trial is a 
difficult exercise in probability analysis. Nonetheless, in navigating the uncertain terrain of 
human behavior, the Court is not without guideposts. In Ma^strate Judge Facciola’s words, 
“what is past is prologue,” and the Court can look to the defendant’s past behavior for some 
indication of what he will do in the future. United States v. Battle. 5$ F. Supp.2d 17, 20 

(lj.D.C. 1999). The Court recognizes Mr. Anderson’s history of appearing for court when 
required, in both civil and criminal proceedings. On the other hand, the gravity of the situation 
he now is presented with far exceeds any that Mr. Anderson has faced before, and his incentive 
to flee the jurisdiction is concomitantly greater. The material seized from his home and the 
assets that already were overseas, as well as those that were moved overseas after Mr. Anderson 
learned he was the target of this investigation, indicate that Mr. Anderson is fully prepared to flee 
the jurisdiction whenever he concludes that the time is propitious. Moreover, Mr. Anderson’s 


’ The article states that in 1 997, Mr. Anderson created the Foundation for the 
Ihtttnational Non-Governmental Development of Space (“FINDS”) and endowed it with millions 
of dollars. FINDS does not currently have not-for-profit status under IRS rules. Mr. Anderson 
stated, according to the Washington Post, that the value of FINDS’s assets is approximately 30 to 
50 toiUion dollars, but did not state that he controls the disposition of those assets. Mr. 
Aiiderson’s endowment of FINDS is not part of the behavior underlying the offenses charged in 
the indictment. 
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past behavior also dertiohstrates a troubliag habit of dealing with the govemment and the courts 
in evasions and half-truths. 

The nature and circumstances of the offense with which Mr. Anderson is charged 
demonstrate not only his considerable incentive to flee and evade prosecution, but also his 
considerable experience in conducting business abroad and in moving money and assets across 
borders without detection. Moreover, Mr. Anderson’s personal history and characteristics 
demOnstfate his skill and indisputable interest in concealing his identity and evading the notice of 
auflioiities. Ontheevidencebeforeit, the Court finds that Mr. Anderson has the financial 
wherewithal to execute any plans for flight, as well as to five abroad and escape detection. 

The evidence before the Court and the arguments and proffers of the parties give 
the Court atiiple reason to doubt that Mr. Anderson would appear for trial if released, or that any 
Set of conditions could be imposed that would reasonably ensure his continued appearance. In 
view of the foregoing, the Court finds by a preponderance of the evidence that there is no 
condition or combination of conditions that will reasonably assure the appearance of the 
defendant as required by this Court. Accordingly, it is hereby 

ORDERED that Defendant Walter Anderson’s Motion to Impose Conditions of 
Release is DENIED. 

SO ORDERED. 

(jL^ — 

PAUL L. FRIEDMAR 

United States District Judge 

DATE: 3\i^ 
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Quadra Custom Strategies^ LLC 
Gain Deferral Trade 


June 21, 1999 


Investors are urged to consult a professional adviser regarding the possible eccmcunic, tax, legal 
or other consequences of entering into any investments or transactions described herein. This 
document is for informational purposes only and does m>t constitute an offer to se0 or a 
solicitation of an offer to buy any securities or contracts described herein. Any graphs 
illustrating investment performance should be considered purely hypothetical and should not 
be construed as an indicator of future performance. This discussion has been prepared solely 
for the use of persons interested in obtaining detailed information on the investment services 
offered by Quadra Custom Strategies, LLC. 
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Gain Deferral Trade 


The gain deferral trade is designed to allow an investor to Uquidate low basis stock on a 
tax deferred basis. The investor will recognize income as the result of die liquidaticm 
oitly when the partnership makes "cash" distributions feat exceed fee partner's outside 
tax basis in the partnership interest. The following is an outline of fee transaction and 
fee relevant code sections of fee Internal Revenue Code ("IRC"). 


Step 1 

• Quadra and Third Party (i.e. an offehore Hedge Fund), unrelated to fee investor, 
form Limited liability Company (LLC) (taxed as a partnership), a Delaware Limited 
Liability Company. 

" Third party contributes Asset A wife a basis of $500 and a current fair market value 
of $100 to LLC. IRC Section 721 provides that Third Party recognizes no gain/loss 
on the contribution of Asset A to LLC. Preferably Asset A will be a marketable 
security. 

• Quadra receives a .1% Limited Liability Company interest in LLC. Third Party 
receives a 99.9% Limited Liability Cornpany interest in LLC. Under IRC Section 722 
Third Party's outside tax basis in its interest in LLC is $500. 


Stg p2 

■ Third Party sells its LLC mterest to investor for $100 (fee fair market value of the 
underlying assets) plus Third Party agrees to sell LLC a two month OTC at-the- 
money put on Asset A for $xx premium. 

• Investor now owns a 99.9% Limited Liability Company interest in LLC wife an 
outside tax basis of $100 (IRC Section 1012). 

• A purchase of 50% or more of the Limited Liability Company interests in LLC within 
a 12 month period results in a technical partnership termination (IRC Section 
708(b)(1)(B)). 

■ Third Party has a loss on the sale of fee Limited Liability Company interest equal to 
$400. 

• LLC has a $500 basis in Asset A contributed by Third Party (IRC Section 723). 

■ For purposes of loss recogrution under IRC'Section 704(c) investor, as transferee, 
steps into fee position of Third Party (Treasury Reg. 1.704r4(d)(2)). 


Confidential 
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■ Simultaneous to purchasing the Limited liability Company interest in LLC (and in 
satisfection of Bank requirement), investor contributes Asset B with a basis of $100 
and a current fair market value of $500 (Aggregation of LLC inteiests under Rev. 
Rul. 84-53 and Treasruy Reg. 1.704rl(b)(2)(iv)(b)) and pledges LLC interest to Bank 
as collateral for loan of $100 + $xx option premiiun. The additional securities 
provide increased balance sheet streng* to support collateral for ttie loan and for 
additional security transactions inside LLC 

• Investor now has an outside tax basis in the Limited Liability Company interest in 
LLC equal to $200 + $xx ($100 paid for Third Party's LLC interest plus $100 basis in 
Asset B contributed plus put option premium). 

■ Quadra's Limited Liability Company interest in LLC is diluted. 

• LLC owns assets with a total fair market value of $600 (excluding optioii) and a total 
basis of $600 (excluding option). 

• LLC sells two month OTC call option on Asset at 120% of FMV.' 

• LLC may enter additional security and derivative trades. 


Ste p 3 (will occur at or subsequent to option expiration) 

• LLC sells all of its assets, in the same taxable year, to unrelated third party (ies). The 

total proceeds of the sale(s) equal $600 (excluding option). , 

• LLC has a capital gam of $400 (excluding option) (IRC Section 705 and Treasury Reg. 
1.705-1 provide ordering rules for adjustments to outside tax basis ttiat make 
adjustment for gain before adjustment for loss). 

• LLC has a capital loss of $400 (excluding option). 

• Gain and loss offset Consequendy, investor's tax liability from the LLC asset sale is 
zero. Each sale transaction will be reported separately by LLC (IRC Section 702) 

• LLC invests sales proceeds in a diversified portfolio of assets. 

• Subsequent income on LLC assets will flow duough to investor. 

■ To the extent LLC distributions (cash or marketable securities) exceed investor's 
outside tax basis ($200 (excluding option) plus/minus any future income/loss), 
investor wiE recognize gain on distributions from LLC. 


Confidential 
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Alternative- Basis Shift 

This alternative is only available when Asset A contributed to LLC by Third Party is not 
marketable securities. After investor contributes Asset B to LLC, LLC distributes Asset 
A to investor. Investor makes an IRC Section 732(d) election resulting in inv^tor 
holding Asset A with a basis of $2W) (excluding option) and a fair market value of $1CK) 
and LLC holding Asset B witti a basis of $400 and a fair market value of $5(K). Investor 
cah either sell Asset A over time or all at once and will recognize a $100 loss. LLC can 
seU Asset B over time or all at once and will generate a $100 gain. 


Potential Hedging Transaction 

Third Party may acquire call options from party unrelated to investor or LLC at a strike 
price and term determined by Third Party. 
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IMPORTANT NOnCE: 

THE REPORT IS NOT A RECOMMENDATION TO BUY OR SELL ANY SECURITY OR 
HNANOAL INSTRUMENT, NOR A PREDICTOR OF FUTURE INVESTMENT 
RETURNS, STXXTC PRICE PERFORMANCE OR PREVAILING MARKET 
CONDITIONS. 

THE ABOVE ANALYSIS DISCUSSES THE POTENTIAL FOR PROFITS AND LCSES 
THROUGH THE IMPLEMENTATION OF A VARIETY OF TRADING STRATEGIES. A 
POTENTIAL INVESTOR SHOULD BEAR IN MIND THAT THIS DISCUSSION IS 
BASED ON HYPOTHEITCAL, SIMULATED OR HISTORICAL TRADING 
STRATEGIES. FUTURE TRADES MAY OR MAY NOT ACHIEVE THKE RESULTS 
DUE TO CERTAIN MARKET FACTORS, SUCH AS LACK OF LIQUIDITY. 

NO REPRESENTATION IS BEING MADE THAT ANY TRADING STRATEGY 
IMPLEMENTED ON BEHALF OF THE PARTNERSHIP WILL OR IS LIKELY TO 
ACHIEVE PROFITS OR LOSSES SIMILAR TO THOSE SHOWN. AN INVESTOR 
SHOULD CONSIDER THAT THE STRATEGIES DESCRIBED HEREIN ARE 
SPECULATIVE INVESTMENTS AND COULD ENTAIL THE RISK OF LOSING ALL 
INVESTMENT PRINCIPAL. , 

AN INVffiTOR SHOULD FURTHER CONSIDER THAT THE AFOREMENTIONED 
INVESTMENT PROGRAM IS DESIGNED FOR INDIVIDUALS WITH VERY SPECIFIC 
INVKTMENT OBJECTIVES AND THE SIGNIFICANT FEES AND COSTS 
ASSOCIATED VyTTH IMPLEMENTING THE CONTEMPLATED TRADING 
STRATEGY, MAY SUBSTANTIALLY INCREASE AN ESIVESTOR'S RISK'AND 
JEOPARDIZE THE RETURNS AVAILABLE. 
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T TTJ C Investment 
S!pl UDO Bank 


UBS BLOC 

Higher returns when markets 
are tending sideways. 


Permanent Subcommittee on Investigations 

EXHIBIT #66 - FN 179 



Optimisation 






BLOCs are discount certificates allowngyou to acquire an 
underljlng indirectly at a discount. You receive either the 
uiiderl}dng or cash on expiry. 


BLOCs (Buy Low Or Cash), also known as "discount 
certificates", are securities that allow to invest 
indirectly in an underlying (e.g. a stock, exchange rate, 
precious metal or index) at a discount. In return for 
this discount, your participation in the undw’l^ng^ 
upside is limited to a preset maximum price, kncwvn 
as the cap level. If the price of the underling falls, the 
discount means that a BLOC outperforms a direct 
investment, i.e. you suffer lower losses. If. on the other 
hand, the price of the underlying does not move or 
rises only slightly prior to expiry, you achieve a higher 
return than with a direct investment. BLOCs are a 
good alternative to direct investments v\^en equity or 
currency markets are tending sideways or fallin^rising 
slightly. 


Main benefits at a 


glance 


Kfti.'Jrivestrrierit at a discount.^' 

• Optimizedreturn when markets are tending 
sideways or ' 


• Risk/return profilecah: 





When the BLOC expires, there are two possible 
outcomes; 


* If the underlying is priced at or above the cap level on 
expiry, you receive a cash payment in the amount of 
the cap level. 

• If the underlying is priced below the cap level on 
expiry, you take physical delivery of the underlying. 
In the case of a BLOC on an index, you usually take 
delivery of an open-end certificate on the index in 
question. 


The breakeven point is the purchase price of the BLOC : 
you make a profit if the market price of the underlying 
on expiry is higher than the price you paid for the BLOC. 
You select the appropriate cap level to optimize your 
individual risk/return profile. 

Wi\h Investment amounts starting at CHF, EUR or 
USD 50,000, your UBS client advisor will assist you in 
structuring your individual BLOC - currently available 
on the leading indices and blue chips in EUR and USD. 
You will receive a product tailored to your persona! 
needs as regards the underlying, investment amount, 
time to expiry, maximum return and/or cap level. 

Rolling Discount Certificates 

Rolling Discount Certificates are based on a dynamic 
investment strategy and are usually timed to invest 
once a month in BLOCs with a time to expiry of one 
month. Roiling Discount Certificates are offered as 
open-end certificates, i.e. they do not have a fixed 
expiry date. 


Payout scenario on expiry of a BLOC 
(discount certificate) 
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Optimisation 

Sdu&Kis for investors with moderate to high ri^ tolerance 
vi^io want to get more from their irrvestment pcwTfoiios in 
flatmskets. 


Examples 

You hold stock A (the underlying) and expect the price 
to remain fiat or rise/fali slightly. You decide to switch 
into a BLOC investment. 


Assumptions 

Price of stock A at issue EUR 1 00 

Price of BLOC EUR 80 

Cap level EUR 100 

Time to expiry one year 

Exchange ratio 1:1 


Example 1: stock A doses above the cap level 

Stock A performs in line with your expectations and 
rises slightly. After one year, its price stands at EUR 1 10. 
The following cash payment is made; 

You receive the maximum repa^mient amount of 
EUR 1 00. You have therefore made a profit of EUR 20 
per BLOC. 

Had you invested directly in stock A, you would have 
made a profit of EUR 1 0 per share. 

Example 2; stock A closes below the cap level 
Contrary to your expectations, the price of stock 
A falls and stands below the cap level at EUR 90 on 
e>qDiry. 

This means that you take delivery of the shares at 
EUR 90 each. You have therefore made a profit of 
EUR 10 per BLOC. 

Had you invested directly in stock A, you would have 
made a loss of EUR 1 0 per share, since the market price 
has fallen from EUR 100 (purchase price) to EUR 90 
(current price). 

Examples and darfi are fw illustra^ purposes only and do not convey 
any information regarding actual drcumstances or profits. These example 
do not take account of dividend payments or standard securities trading 
costs (brokerage fees, etc.). 



Investor profile and suitability 

• You arean experienced investorend are fe 

y«5ttTsiructure'a^mdticts ^ 

♦iiYow flatPr dnly-sO^ 

• Youa1ready:have an«qujty-por^olioar)d wi 
jmprGveitsperformance-m anticipation of 
t^rdtng sideways^ 

i « ^0 fef^am fiiwbleand be i n a pc 

V sellyourposjtto^atanytimeat.rnarlcetpri 

'csn.- c - ’ 

■ You^ke-theimeio actlvdy Bionltor :prjci 
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This brochure is for information pu^oses only and does not ccxistitute 
an offer, a solicitation of an offer or a recommendation to fcsjy wsel 
any specific product. While all the information contairwd her^ ha 
been obtained from reliable sources, we cannot accept ar^ natality fw 
its accuracy, 

Structured transactions are complex and may involve a high rid: of tos. 
TTiis brochure take account neither of your specific investment djjec- 
tives and needs nor of your financial situation, Before enterir>g irvtoar^ 
transaction, you should therefore consult your advisors in legal, super- 
visory, fiscal, finandai and accounting matters to the extent you deem 
necessary and arrive at your investment, hedging and trading dedsioris 
(including decisions as to the suitability of a transaction) the bads of 

your own judgment and the adwce prowded by the speci^ists you hewe 
consulted- Unies expressly agreed otherwise, UBS does not act as a 
financial advisor or fiduciary on your behalf in any transaction. 

Please note that telephone calls made to the number marked * may be 
recorded. If you call this number, we will assume that you agree to die 
business praaice. 


^4^ T 7X3 O Investment 
0^ UDO Bank 

UBS AG 

Marketing Structured Products 
P.O. Box, CH.8098 Zurich 
Phone:+41-848-911 Oil*. fax; +41-848-911 012 
E-mail; derivatives@ub5.com, wvm.ubs.com/keyinvest 


UBS Investment Bank is a business group of U8S AQ 
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Point Strategy 


CURRENT MARKETPLACE 

European inveslmenl banks have sold structured products that operate as a vehicle to buy and sell long 
dated OTC ophons on equity securities to retail and institutional investors. Two conrmon products that 
allow banks to trade options with these investors are "Covered Warrants" and "BLOCS or HYPOS." 
Essentially, a Covered Warrant is a product that allows the banks to sell, at a very attractive level, long 
dated call option premium to buyers. Conversely, a BLOC (an acronym used by UBS AG) is a product 
sold to investors that allows the bank to buy long dated option premium at a very attractive leveL A 
BLOC is a covered caU position whereby the stock is held long and a call option has been sold against the 
stock. Accordingly, by repackaging and selling the BLOCS and selling Covered Warrants on the 
underlying stock to buyers, the bank is making a spread on OTC option premium. Given the types of 
purchasers for these products, the spread between buying on the "bid" and selling on the "offer" tends to 
be significant. 

When an investment bank creates a Covered Warrant, BLOC or related structured product, the product is 
typically securitized so that it can be sold to investors either privately or through an exchange Usting. 

The performance of the structured product is typically guaranteed by the bank, consequently only the 
large, credit worthy banks are able to capitalize on the profits associated with making a two-sided active 
market in tong dated OTC options. 

A sophisticated investment boutiques that does not have the balance sheet necessary to guarantee a 
structured product can seek out creative credit support solutions so that they can have direct access to 
investors without having to incur the bid/ask spread otherwise generated by the bank acting as the 
option market maker. One solution to this dilemma is for the investment boutique to create and fund (by 
contributing securities) a special purpose bankruptcy remote vehicle ("SPY") for each potential 
structured product. If done properly, this will provide the investors with comfort that the investment 
boutique will be able to honor the commitments associated with the structured product. 

FACTS 

Offshore investment fund ("Fund") investigated the opportunity to enhance return by purchasing 
undervalued long dated call options on certain assets and selling overvalued long dated options on 
certain assets. 

Fund engaged UBS AG ("UBS") to assist in the structuring and placement of both long and short OTC 
options to targeted investors (prinrarily European investors). 

Fund selected underlying asset/stock ("Stock”) to buy and sell long dated OTC options on. Fund formed 
SPY and contributed Stock and received in return 100% of the equity interests of SPY. SPY is 
incorporated in a non-U.S. jurisdiction. SPY is designed so that it is taxed as a partnership for U.S. tax 
purposes. 

Once SPY was long Stock (via contribution of Stock) SPY issued a covered warrant (the "Covered 
Warrant") on Stock. This is the equivalent of selling a long dated OTC call option on Stock. The term 
"covered" implies that SPY has Stock available to deliver in the event the warrant is exercised. 
Additionally, the Covered Warrant is structured with an indenture restriction providing that if at 
anytime SPY fails to hold the underlying Stock SPY must contain marketable securities with a value 
equal to or greater than three times the value of Slock. This restriction provides the owners of SPY with 
additional investment flexibility and the Covered Warrant holder with additional protection. 
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Pursuant to a placement agreement with UBS, UBS purdiased all of the Covered Warrants with the 
intention of r^jeUing them to potential investois. The Cov^d Warrants are embedded with put and call 
options of differing strike prices and maturities. Within tight limitations, these options allow either SPV 
or UBS to redeem the entire warrant issue. Until these options have expired, the cash in SPV that resulted 
from the sale of the Covered Warrant is invested in short term money market securities. 

After selling option premium Fund desired to purchase a long dated call on Stock on a less costly basis 
than was realized on the sale of the Covered Warrant. To accomplish this Fund synthetically purchased a 
long dated call by selling its interest in SPV, packaged as a high yielding investment with stock price rfek. 
To sell its interest in SPV, Fund and UBS marketed the ownership units in SPV by soliciting private 
placement and initiating the process of listing SPV interests on a stock exchange. 

Quadra Group, LLC ("QUADRA"), had an existing working relationship with UK and had previoulsy 
been approached by UBS regarding assistance in marketing SPV units to U.S. investois. Quadra 
introduced "TAXPAYER" to tlie structured product (i.e. the BLOC strategy) and TAXPAYER agreed to 
purchase, prior to listing on a stock exchange, 99% of die ownership SPV units if QUADRA agreed to 
purchase the 1 % managing member/gcneral partner interest in SPV. 

The appropriate parties at UBS were introduced, by QUADRA, to TAXPAYER and TAXPAYER 
requested financing to purchase SPV interest. As collateral for providing the financing TAXPAYER was 
wdling to provide UBS with a security interest in SPV interests but no other collateral. UBS agreed to 
look only to SPV ownerehip units provided that contemponmeously with the closing of the purchase of 
the ownership units TAXPAYER agreed to contribute additional marketable securities or cash to SPV. 
Depending on the assets contributed by TAXPAYER (cash versus other marketable securities) the 
additional collateral needed to be valued at between 50 and 100 % of the amount borrowed. 

Subsequent to the closing on the ownership units, QUADRA, as managing member/ general partner, 
continues to evaluate the economic benefit of leaving the Covered Warrants out in the market. As long as 
market conditions are stable and Stock price neither declines in value nor inaeases in value to a level at 
or above the Covered Warrant price, QUADRA will probably leave SPV investments in status quo. If, 
however, market conditions and Stock price are not favorable, QUADRA may decide to exercise the 
embedded call option and redeem the Covered Warrants. After a redemption, QUADRA would 
probably mvest the remaining assets based on restrictive investnient guidelines pursuant to the financing 
agreement with UBS. 

In addition, QUADRA, as managing member/ general partner, continuously evaluates the economics of 
leveraging the portfoEo and the restrictive investment guidelines, and may elect to liquidate enough 
securities to make a distribution to TAXPAYER in an an\ount sufficient to retire the debt obligation and 
receive a release of the security interest. The remaining assets would continue to be invested without 
restrictions. 

As part of the above evaluation process, QUADRA, as managing member/ general partner evaluates the 
tax attributes of each asset held inside SPV to determine the most economical and tax beneficial means of 
creating liquidity and investment diversification. 
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From: 

Sent: 

To: 



POINT 

STRATEGY.d0C 


Chuck Wl!k 

Wednesday, August 11, 1999 3:41 PM 
Jeff Greenstein 
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POINT STRATEGY 


Warburg, Dillon, Reed/UBS ("WDR") packages and sells a product referred to as a BLOC. A 
BLOC (similar products marketed by compebtors include HYPOs) is normaUy a special purpose 
bankruptcy remote vehicle ("SPV") (that in our case is taxed as a partnership for U.S. tax 
purposes) containing a position in a U.S. security (that is traded on a stock exchange) that has 
issued a long dated covered warrant or opbon on the underlying security posibon. The SPV 
provides a securibzed enbty in which ownership interests are marketed as BLOC units and 
proxnde an enhanced rate of return (by coupling the return on the security with the return from 
the investment of the covered warrant/ opbon proceeds). BLOCs are sometimes listed on a 
European stock exchange. 

WDR solicits offshore hedge funds to parbcipate in BLOCs by contributing securibes held in the 
funds inventory to the SPV. The strong demand in Europe for the covered warrant shucture on 
U.S. securities enables the fund to receive a premium over the underlying securibes value. 

A "Fund" agrees to parbcipate with WDR in the formabon of a BLOC. Fund agrees to provide 
securibes and sell ownership units in SPV (privately or on an exchange) and WDR agrees to 
package the .strategy, purchase the covered warrants for distribuHon purposes, place the OTC 
derivabvc securibes and assist in the private sale or public listing of the ownership units. 

After formabon of the SPV and contribubon of the security by Fund to the SPV, SPV issues long 
dated covered warrants that contain imbedded put and call opbons with different strike prices 
and maturibes and mvestor security protecbon in the form of an indenture restricbon that if at 
anytime the SPV fails to hold the underlying security the SPV must contain property with 3X the 
value of the underlying security. WDR purchases the warrants for distribubon and the SPV 
invests the proceeds from writing the warrants. 

WDR and Fund begin marketing the ovmership units in the SPV by both sohdting private 
placement and beginning the process of listing on a stock exchange. 

Quadra Group, LLC ("QUADRA"), that has an existing working relabonship with WDR, has 
been approached by WDR regarding assistance in marketing and executing BLOC units to U.S. 
investors. Quadra introduces "TAXPAYER" to the BLOC strategy and TAXPAYER agrees to 
purchase, prior to listing on a stock exchange, 99% of the ownership units if QUADRA agrees to 
purchase the 1 % managing member/ general partner interest in the SPV. 

UBS (the Bank) is introduced , by QUADRA, to TAXPAYER who requests financing to purchase 
the ownership units. As collateral for providing the purchase financing TAXPAYER is willing to 
provide UBS with a security interest in the SPV ownership units but no other collateral. UBS 
agrees to look only to the SPV ownership units provided that contemporaneously with the 
closing of the piuchase of the ownership units TAXPAYER agrees to contribute addibonal assets 
to the SPV. Depending on the assets contributed by TAXPAYER (cash versus other marketable 
securities) the addibonal collateral will need to be valued at between 50 and 100 % of the amount 
borrowed. 

Subsequent to the dosing on the ownership units QUADRA evaluates the economic benefit of 
leaving the covered warrants out in the market and decides to exercise the imbedded call option 
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and redeem the warrants. After redemption, QUADRA invests the remaining assets using the 
prudent investor standard as modified by the SFV partnership/LLC agreement and unrestricted 
by the warrant indenture. 

After evaluating the economic forecast for the performance of the assets inside the SPV relative to 
the loan outstanding to the TAXPAYER and the security interest held by UBS, QUADRA decides 
to liquidate enough securities to make a distribution to TAXPAYER in an amount sufficient to 
retire the debt obligation and receive a release of the security interest. The remaining assets 
continue to be invested. 

Quadra evaluates the tax attributes of each asset held inside the SPV to determine the most 
economically and tax beneficial means of creating enough liquidity to make distribution to 
TAXPAYER. 
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On May 5, 2000 Robert W. Johnson, IV (the "Investor") will purchase Reka Limited 
("Reka"). Currently, Reka holds the following portfolio of stocks (the "Portfolio"): 


Ticker 

Shares 

Execution 

Price 

5/5/00 

Fair Market 
Value 

YTD Return 
as of 5/5/00 

VRSN 

100,000 

136.08 

$ 13,608330 

-27% 

CMGI 

250,000 

64.70 

16,175,250 

-60% 

ICGE 

215,000 

39.24 

8,437,073 

-81% 

CNXT 

125,000 

51.23 

6,404,075 

-21% 

CMRC 

230,000 

56.31 

12,952389 

-45% 

DCLK 

200,000 

62.03 

12,405,600 

-53% 

YHOO 

100,000 

125.21 

12,520,920 

-47% 

CTXS 

300,000 

44.85 

13,453,980 

-31% 

ATHM 

450,000 

17.74 

7,984,935 

-59% 


Total $ 103,942,452 


The substantial decline in the trading price of each of the stocks in the Portfolio over the 
first four months of the year due to an overall market downturn (see Exhibit A) coupled 
with a strong US economy and low inflation, presents a potential buying opportunity. We 
believe that the stock trading price of these particular companies have the potential to 
recover significantly over the next few years and this may be an opporhme time to 
purchase Reka at what we believe is a considerable discount from its potential value. 

In order to enhance its profits, Reka issued a 5-Year Warrant on the Portfolio with a strike 
level of 150% (the "Warrant"). The premium received from issuing the Warrant plus future 
earnings on that premium gives the Investors the opportunity to capture additional upside 
by purchasing Reka. Based on the recent volatility, we believe the Portfolio has the ability 
to increase in value in both the short and long term. 

Bamville Limited and Claycroft Limited (the "Sellers") agree to sell Reka to the Investors 
and to provide seller financing to the investors on a recourse basis. Pursuant to the terms of 
the seller financing, the Investors will pledge their interest in Reka as collateral to guarantee 
future repayment of the purchase price for Reka. To protect against significant losses in the 
Portfolio, Reka may purchase a 100-day OTC Put Option with a 100% strike level on the 
underlying Portfolio. 
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Due to the current volatility of the Portfolio, purchasing an at-the-money put option will be 
relatively costly. To offset a portion of this expense, Reka may write an out-of-the-money 
100-day Cal! Option on the Portfolio with a strike level at or above 110%. By entering into 
thi? collar (long put/short cal!) Reka (and the Investors) will mitigate their downside 
exposure bn the Portfolio. In addition, the collar allows for some short-term upside 
potential up to the call strike level. After the expiration of the collar, the Portfolio is subject 
to full downside risk and, limited by the warrant, is subject to upside reward. 

We believe that the volatility that is responsible for the substantial decline in the Portfolio's 
value is the same volatility that will allow it to make a quick and profitable recovery (see 
Exhibit B). Perhaps the most widely used measure of stock volatility is the beta coefficient. 
Using beta values for each stock in the Portfolio (see Exhibit C) shows that the chances for 
the Portfolio to outperform the market are quite high. The average Beta of the Portfolio for 
the year preceding the purchase of Reka (or since inception) relative to the S&P 500 Index is 
2.0. Relative to the NASDAQ Composite Index, the average Beta is 1.6. In light of these 
factors, assuming strong market conditions subsequent to the purchase of Reka, we expect 
the Portfolio to outperform these markets anywhere from 60% to 100% thereby generating 
very attractive gains. 

The Portfolio is currently at the low end of its trading range and has the ability to meet or 
beat the 50% growth expectation by the end of the five year period. Given the recent 
increase in the volatility of the underlying stocks reinforced by the relatively high beta 
coefficients and a depressed Portfolio value, we believe that the Portfolio value has the 
potential of reaching the warrant strike price prior to the maturity date of the warrant. 
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From: 

Sent: 

To: 

Subject: 


attached are some ini 



ouBine POINT.doc 


Jeff Greenstein 

Thursday, August 05, 1999 9:54 AM 

Chuck Wilk 

point 


lial thoughts. I am going to proof and review later this morning. 
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POrNT — Draft oufline for trade description 


Fund and WDR/UBS discuss the currait strong demand in Europe for covered warrants and smictured 
covered call positions (BLOC’S and HYPO’S) on US securities. 

Fund solicits UBS to help it capitalize on the attractive premium levels associated with selling long dated 
options on US equities to European investors. Fund also enlists UBS help in placing the OTC derivative 
securities. 

To satisfy warrant purchasers concern regarding Fund’s ability to deliver underlying slock if tlie warrant is 
exerci^d, Fund creates bankruptcy remote entity and deposits asset(s) in SPV (that must be taxed as a 
partnership for U.S. tax purposes). SPV issues a "covered warrant” or long dated call option on asset(s). 
UBS purchases warrant for distribution purposes. SPV deposits warrant proceeds in money market 
securities. Covered warrant indenture requires that if at anylime tlie SPV does not hold the asset(s) there 
must be 3X the value of the asset(s) in the SPV. 

To increase marketability and liquidity the SPV files for listing on a European stock exchange. 

By utilizing a separate SPV, tlie Fund has a securily interest that may be sold at a ftirther premium and thus 
enliance the Fund's return. Specifically, die equity ownership of SPV now has a payoff pattern tliat 
resembles securities regularly issued by European investment banks and commonly referred to as BLOCS 
or HYPOS. Essentially these instruments are combined positions that replicate the payoff pattern of a 
covered call writing strategy. The premium received from selling the oplion/wartant is used to pay the 
owner an atUaclive yield substantially above comparable securities. Depending on tlie price movement of 
the stock, the investor in these securities will eitlier receive stock or cash at expiration. The goal of the 
Fund in selling its interests in SPV is to receive an attractive premium resulting from investor’s interest in 
tlie payoff pattern of this combined security. 

Covered warrants have imbedded put and call with different strike prices and maturities. 

Taxpayer purcliases 99% of SPV ownersliip units. Quadra purchases 1% G.P. 

Taxpayer borrows purchase price from UBS using 99% of SPV as collateral. 

UBS requires tliat contemporaneously with closing, la.\payer must contribute assets otlier than cash to SPV 
with a value equal to at least 85% (might need to be 100%) of sales price (cash conuibutions must equal 
50% or sales price). 

Taxpayer liquidates asset(s) and redeems warrants (under the call option). 

Taxpayer invests proceeds inside SPV and services debt (purchase money debt) or repays debt and invests 
remaining proceeds. 
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From: 

Sent: 

To: 

Cc: 

Subject: 


Larry Scheinfeld 

Monday. July 19. 1999 4:59 PM 

Jeff Greenstein 

Chuck Wi!k 

Tax Strategies 


F’oiNTjipi 

^^JHiop^^^TiSdn^h^Tgh^eSsior^^^itin^o^ravath^kaddenJ^TniavIn^^con^houghts on waiting. I 
believe we should make a decision on either Mike or KPMG and move forwanl with them. Start to finish is still a long 
process for both of these firms, regardless of whether we have an opinion or not. ! feel like we have lost the momentum 
of our June meeting with KPMG. .We cannot compete wth them as far as finding clients. It seems to me that ail the Big 5 
fimis are selling all kinds of strategies. This was confirmed when I spoke to Nancy Jacob. I have put in a call to Jeff E. to 
find out about the conversion. I assume you have not spoken to Dale or Mark Watson lately. 
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From: 

Sent: 

To: 

Subject: 


Jeff Greenstein 

Wednesday, August 04, 1999 9:37 AM 
Chuck Wiik 



sounds good, lets talk a little later 

— Ordinal Message — 

From: Chuck Wilk 

Sent; Wednesday, August 04, 1 999 7:33 AM 

To; Jeff (^een^n 

Subject; H|BII||||||HHI^ 

Chris called from cel! phone (bad connection). He told me he would call bade when he was outside the Bldg. Never 
heard from him. i Left message at hotel this morning. 

Had drinks last night with friends from Mayer Brown & Platt/ Akin. Gump, Strauss & Howani/ Millbank, Tweed. 
Hadley & McCoy/ Battle Fowler. Battle Fowler does a lot of real estate and some very aggressive basis savings 
transactions. My friend thinks they would have clients with high basis low FMV assets (the bad assets) and clients 
who would like our trade because they have low basis high FMV real estate. He also thinks they would be willing to 
opine. My friend also told me that Shearman and Sterling had been very aggressive on 704(c) transactions prior to 
the re>wf1te of that section and would probably still entertain an aggressive stance. 


Spoke with Chris as I was typing this e-mail. He wants us to take first CTack at re-writing the two trades for Lew. 
Emphasis on POINT. Spoke to him about Mayer Brown & Platt. He vnli check but believes UBS would take their 
opinion and told me that there had been an occasion when MBP opined for the Bank when Cravath would not. 
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From: 

Sent: 

Cc: 

Subject: 


Chuck, 


Chris.Ponegar l 
Wednesday, September 29, 1999 12:34 PM 
ChuckWi 

Re[2): POINT-BLOC^ 


imm = Redacted by the Permanent 
Subcommittee on Investigations 


where do we stand ? 


Chris 


Subject: 

Author: 

Date; 


RE: POINT-BLO< 
ChuckW (Chucki 
23/09/99 16:1^ 


Reply Separator _ 
[) at unix/o2=raiine 


The BLOC prospectus is not a bottleneck. The opinion is moving forward 
without it but we had promised Andy that we would forward the information so 
that he could get comfortable with products currently in the marketplace. 

I will try to locate a copy of the Pillsbury opinion and forward it to you. 




Original Messa 

From: Chris . Donegal 
Sent: Thur sday, Sep' 

To: ChuckWi 

Cc: Wolfgang _ 

Subject: Re: POINT- BLOC 


(mailto : Chris . Donegar^ 
3, 1999 6:48 AM 


Chuck, 

1. It has never been stated to me that the BLOCs prospectus is a 
bottleneck for the opinion on POINT. It is merely a warrant program 
and global certificate - I cannot see how it really helps. However I 
will forward this today. 

2. I need MBP as agreed. However if you have Pilsbury I would like to 
see it since I have never seen anything. 

3. I want to be kept in the loop here. If we get an order we will 
execute pending appropriate quality tax opinion. 

I will call you this afternoon to follow up. 

Chris 


Reply Separator 

Subject: POINT-BLOC 

Author: ChuckW (ChucktM^B^HK at unix/o2=niime 

Date: 23/09/99 00:41^^^^^ 

Chris, 

Andy Kenoe at Skadden has requested a couple of times that Jeff forward 

I Permanent Subcommittee on Investigations 
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materials (prospectus etc.) on BLOC trades and/or similiar products. To 
date 

we have not delivered the materials. Would you please forward to my 
attention these materials and I will get them to Andy. On the timetable for 

receiving a BLOC opinion, Andy left roe a voice-mail stating that it was not 
that they had any substantive issues but merely that he was having a hard 
time coordinating the schedules of the "opinion" coranittee members . As soon 

as he completed that task he would contact me with the timetable. He did 
state that they would prefer being retained by the client and delivering the 


opinion to the client. 



POINT- the reason Jeff is hesitant to assist in locating the "loss" assets 
is because Skadden told us to limit if not eliminate our involvement in the 
original formation of the BLOC piece and to become involved at the point in 
time that we introduce the U.S. investor to the trade. This is merely an 
"optics" issue and not a substantive tax issue. I believe that it would be 
o.k. for us to introduce UBS to a hedge fund that we new had assets ("loss" 
assets) and at that point UBS and the fund without further Quadra 
involvement could form the BLOC piece. 


Regards, 

Chuck Wilk 

Quadra CapitalManaqe^nt, L.P. 

( 206 )f||||||||B|| 

( 206 ) 

This message and any attachments may contain confidential information and is 

intended only for the individual or individuals named. All electronic mail 
sent to or from this address will be received by Quadra Group, L.P. or an 
affiliate's electronic mail system and is subject to retention and review by 

someone other than the party to whom such mail was addressed. If you are 
not 

a named addressee you should n-ot disseminate, distribute or copy this 
electronic mail. Please notify the sender immediately by electronic mail if 

you have received this electronic mail by mistake and delete this electronic 

mail from your system. Electronic mail transmission cannot be guaranteed to 

be secure or error-free, and may be arrive later than intended, be 
intercepted, corrupted, or contain viruses. The sender therefore does not 
accept liability for any errors or omissions in the contents of this message 

which arise as a result of defects due to transmission. This message is 

2 


* Redacted by the Permanent 
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I— — - Redacted by the Pennaitent 


From; Chuck Wilk 

3ent; Wednesday, September 29, 1999 12:45 PM 

To: Jeff Greenstein 



POINT trade. Would you make sure Jeff either returns to the U.S. with the info on the BLOC trade or sends the 
information directly to Andy Kenoe at Skadden. Andy and I have had numerous phone calls on the status of the opinion. 
He is ready to go but needs one other partner to sign off. That partner wants to "play around" wth the "optics" of the 
trade. There does not seem to be an Insumiountable hurdles but we do not want the “ophcs" to make the trade to 
cumbersome to execute. 
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Jeff Greenstein 

Wednesday, December 01, 199910:44 AM 
Chuck Wilk 
Norm Bontje 
RE: Trades 


— Origirat Message — 

From: Chu:^ WSk 

Sent: Wednesday, Dec«nber 01 . 1999 8;42 AM 

To: Jeff Greenstein 

Cc: Nwm Bon^ 

Subject: Trades 

POINT: Since Lew responded thast he did not think Cravath had resources to work on documents what firm would 
you tike to use (we should also talk with Bof A and get their documents as templates)? We should try to start this 
month since vte think we need to sell SPV to Woody In January. This would include Delaware LLC documents, 
Covered warrant indenture and "uncovered" provision and pul and call provision, purchase agreement, bank loan 
and note with collateral provisions, and security interest in SPV. 


Zilkha: Who should we have build the model for his trade (including all leakage(fees, loan costs, economic risks, 
etc.))? We will need simlliar model to deliver to Woody. 


UBS; Tania would like whatever write-up we can supply on||||||||[||and POINT so she can get up to speed prior to 
her arriving In Seattle next week. Any thoughts? 
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mbm = Redacted by the Permanent 

Subcommittee on investigations 


From: Chuck Wllk 

Sent: Friday, December 17, 1999 6:16 PM 

Cc: Larry Scheinfeld 

Subject: POINT trade 


Update on Status of Trade: 

I had a meeting this week with Lew Steinberg of Cravath Swalne & Moore to finalize the draft of the opinion and to 
revi^ the eosnomics of the trade. All is moving forward and Lew Is attempting to have a draft opinion for our review in 
the next two w^ks (holidays pennitiing). Jeff Greenstein Is reviewing the current economic model and after receiving 
his comments we should be able to deliver, after the holidays, an economic model . We believe that after reviewing the 
merits of this trade you will conclude, as we have, that this trade both economically and structuraty (thanks to Cravath's 
input) is more robust than the other trades in the marketplace. If this timeframe does not meet your objectives please let 
us know and we will attempt to accelerate the process. Have a safe and happy holiday season and we look forwanl to 
meeting in early 2000. 

Regards, 

Chuck Wilk 
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Quellos has come to HSBC to execute an arms length transaction. Quellos' stated criteria have 
been a "full service bank" and prtoe. HSBC has competed successfully against Bank of America 
and UBS for this business. 

As part of the approval of the deal, it is agreed that: 

- both Haim Saban and Quellos vrill acknowledge that the transaction is an arms-length 
transaction. 

- Saban counsel will acknowledge that this Is an anns-tength transaction. 

- Our in-house counsel win opine that HSBC is acting at arms length and that HSBC is not a 
promoter of the transaction. 

- HSBC's out-side counsel as chosen by legal, tentalively Ken Chin of Bingham Dana 
(previously known as Richards O'Neil), will provide an opinion of counsel stating that HSBC is 
not a promoter or sponsor of this transaction, rather an arms length counterparty. 

The following is a draft of the disclaimer prepared by HBUS legal: 

Relaiiotisliip Between Parties 

Each party represents to the other party on the date on which it enters into the Transactitm that: 

(A) Non-Reliance. Each parly is acting for its own accouol, has made its own independent 
decision to enter into the Transaction and has determined that the Transaction is appropriate or proper 
for it based upon its own judgment and upon advice from such advisers as it has deemed necessary. 
Each patty agrees and acknowledges that it is not relying on any communication (written or oral) of the 
other party as investment advice or as a recommendation to enter into the Transaction and specifically 
agrees and acknowledges that information and explanation relating to the terms and conditions of the 
Transactiorr shall not be considered investment advice or a recommendation to enter into that 
transaction. No communication (written or oraO with Transaction shall be deoned to be an 
assurance or guarantee as to the expected results, benefits, outcomes or characteristics (economic, tax or 
otherwise) of the Transaction. 

(B) Assessment and Understanding. Each party is capable of assessing the merits of and 
understands (on its own behalf or through independent professional advice), and accepts, the terms, 
conditions and risks of the Transaction. Each party is also capable of assuming and assumes, the risks 
of the Transaction. 

(C) Status of the Parties. Neither party is acting as a fiduciary or an adviser lo the other party in 
respect of the Transaction. 

Bamville and Jackstones prior lo deal: 

- Bamville Limited and Jackstones Limited are Isle of Man companies each owned by a trus^^ 
with mutually overlapping boards. Both Bamville and Jackstones are Investment Companies 
organized and managed by EURAM Advisors, an SFA regulated investment advisor. EURAM 
Advisors is a subsidiary of EURAM Bank AG from Vienna Austria. The Bamville and 
Jackstones boards are different enough so as not to be considered contrrylled by the same 
person or group of persons. 

- Among other business lines, EURAM Advisors, using among other vehicles Bamville and 
Jackstones. creates and arranges transactions with institutional and high net worth clients. 
Some exisfing clients cannot us^ss^or tax deductions. They warehouse these losses until 
a buyer is located who can take advantage of the situation. In this way, the clients can recoup 
some of ttre losses. Saban, through his advisor Quellos. is one such person. 

- Once Bamville purchases an entity with the shares, Jackstones will short the stock holdings 
into the market In this manner, the net position of Jackstones and Bamville are Bat, To 
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secure the short position, Bamvitle lends-the shares that it owns through Titanium to 
Jackstones. 

- At deal inception, Jackstones owns 99% of Titanium Trading Partners. EURAM Advisors 
owns 1% and is the managing member of Titanium Trading Partners, Titaniuin Trading 
Partners owns (through purchases of other entities) a portfolio of US shares with substantial 
tax losses. 


Quellos and Saban: 

. OueHos has developed Saban as a client over the past three to foqr years as Saban's profile 
has risen. Additionally, Saban is known to the US Domestic Private bank through other 
clients. Quellos is now Saban's principal financial and tax advisor. 

. As an arms length transacUon, HSBC does not have a complete knowledge of the tex 
treatment arid is not Saban's tax advisor. However, according to irtfbrmation provided to 
Quellos, the losses in the stock basket in TitaniumTrading mostly offset the gains in FFW, 
shares moved into Titanium Acquisitkiis and finally into Titanium Trading. Internally to 
Titanium Trading, there would be zero tax due at time of sale of FFW. The basis in Titanium 
Acquisitions will be the sum $690 million paid for Acquisitions and the original basis of the 
FFW. Thus, tax is deferred until Titanium Acquisitions is liquidated. Once again, this is 
information provided to HSBC by Quellos. HSBC has never had a conversation about taxes 
with Saban. 

. The deferral of -$700-750 million for 5 to 10 years is the economic benefit that provides 
Quellos with its fee. Assuming a risk free rate on triple tax exempt muntdpal bonds of 3.75% 
annually compounded rhoney for five years on $700 .million, Quellos would save Saban -$140 
million after tax over five years. 


Strictly Confidential 
Not For Circulation 
Subcommlllee Members & Starr Only 


HUI 0000881 



2053 



CURRENT MARKETFLACE 

Eurqjean investment banks have sold structured products ftiat operate as a vehicle to buy and seD long 
dated OTC options on equity securities to retail and institutiauil investors. Two common products dial 
albw banks to trade options with 1h^ investors are "Covered Warranfe" and "BLOCS or HYPOS/' 
Essentially, a Covered Warsunt is a product that allows the banks to sell, at a very attractive level, long 
dated call option premium to buyem. Convemely, a BLOC (an aaonym used by UBS AG) is a product 
sold to investors that allows the bank to buy long dated opdcm premium at a very attractive level. A 
BLOC is a covered call position whereby the sto^ is held long and a call option has been sold against the 
stock. Accordin^y, by repackaging and sdling the BLOCS and selling Covered Warrants on the 
underlying stock to buyers, tl^ bank is making a ^read on OTC option premium. Given tlw typ^s of 
purch^rs for tiiese products, the spread between buying cm the "bid" and selling on the "off^ tends to 
be significant. 

When an investment bank creates a Covered Warrant, BLOC or related structured product, the product is 
typically securitized so that it can be sold to investors eitoer privately or throu^ an exchange luting. 

The performance of the structured product is typically guaranteed by the bank, consequently only the 
large, creditworthy banks are able to capitalize on the profits associated with making a two-sided active 
market in long dated OTC options. 

A sophisticated investment bouticjue that does not have the baUmce sheet necessary to guarantee a 
structured product can sedc out creative credit support solutions so that they can l^ve direct ac ces s to 
investore without having to incur the bid / ask spread otherwise g^erated by the bank acting as the 
opticm market maker. One solution to this dilemma is for the investment boutique to create and fund (by 
contributing securities) a special purpose bankruptcy remote vchide ("SPV") for each potential 
structured product. If done properly, this will provide the investors with comfort that the investment 
boutique will be able to honor toe commitments associated with the structured product. 


Offehore investment fund ("Fund") investigated the opportunity to enhance return by piorchasing 
uruieivalued long dated call options on certain assets and selling overvalued long dated options on 
certain assets. 


Fumi enga^d a bank to assist in toe structuring aiwi placemevt of boto lorvg and short OTC options to 
targeted investors (primarily Eirropean investors). 

Fund selected underlying asset/stock ("Stock") to buy and sell long dated CJTC options on. Fund formed 
SPV and contributed Stock and received in return equity interests of SPV. SPV may be incorporated in a 
non-US. jiirisdicticav but it is designed so toat it is taxed as a partnership for US. tax purposes. 

Once SPV was long Stock (via contribution of Stock) SPV issued a covered warrant (the "Covered 
Warrant") cm Stock. This is the equivalent of selling a long dated OTC call option on Stock. The term 
"covered" implies toat SPV has Stock available to deliver in toe event toe warrant is exercised. 

Additionally, toe Covered Warrant is structured wito an indenture restriction providing toat if at 
anytime SPV fails to hold toe imderlying Stock (i.e., "uncover" toe Stock) SPV must contain marketable 
securities with a value equal to or greater toan three times the amount necessary to re-"cover" toe Stock. 

This restriction provides toe owners of SPV wito additional investment flexibility and the Covered 
Warrant holder wito additional protection. 
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Pursuant to a placement agreement with an institatianal investor ("institution")/ Institution purchased all 
of the Covered Warrant with the intenticm of resellii^ them to potential investors. Tl:^ Covered Warrant 
is embedded with put and call options of differing stril® pr»£5. Within tight limitations, these options 
allow either SPV or Institution to redeem the attire Covered Wairant i^e. Until these options have 
expired, the cash in SPV that resulted from the sale of the Covered Warrant is invested in short-term 
mor^y market srcurities. 

After selling an option premium, Fund desired to purchase a dated call option premium on Stock at 

a level significanfly le^ tlwi was realized on toe sale of toe Covered WarranL To acxromplish this. Fund 
synthetically purchased a long dated call by selling its interest in SPV, packaged as a hi^ yielding 
investment with stock price risk. To sell its interest in SPV, Fund aivi bank marketed toe ownership units 
in SPV by soliciting private placement and initiatir^ toe process of listing SPV interests on a stoi± 
exchange. 

Quellcs Custom Strategies, UXl ("Quellos"), had an existing working relationship with bank and had 
previously been approached by bank regarding assistance in markeling SPV imits to U.S. investors. 
Quellos introduce a U.S. investor {"Investor") to the structured product (i.e. toe BLCXT strategy) and 
Investor agreed to purchase, prior to listing on a stock exchan^, toe majority of toe ownership SPV 
Quellos. 

The appropriate parties at Fund were introduced, by Quellos, to Investor and Investor requested 
financing to purttoase SPV inter^ts. As collateral for providing the financing, Investor was willing to 
provide lender wito a security interest in SPV interests. Leiuier agreed to look only to SPV ownerriup 
units provided that Investor agreed to contribute additional martetable securities or cash to SFV- 
Efepending on toe asrete contributed by Investor (cash vereus otoer marketable securities) toe additional 
collateral needal to be valued at between 50 and 100 % of the amount borrowed. 

An Investment Advisory Agreement was executed that allows Quellos to act in the best interest of toe 
SPV. 

Subsequent to toe dosing on toe ownership units, Quellos, cognizant of toe expiration date of toe call 
option embedded in toe Covered Warrant indenture, will evaluate (i) toe short-term prospects far Stock's 
price; (ii) flte unrealized investment potential of the Covered Warrant premiiun that during toe period of 
time that the Covered Warrant is outstanding, contractually must be invested in short-term money 
market securities; (iii) the requirement that own assets in an amount toree times toe amount 
necessary to re-"cover" toe stock if Covered Warrant is ever "uncovered;" and (iv) the due date for 
making a "754 election" after toe purchase of SPV ownership units toat resulted in a technical partnership 
termination under sectiOTi 708 (b)(1)(b) of toe Internal Revenue Code of 1986, as ammded (the "Code"). 
Balanced a^inst or with the above is Lender's firiancing requirement that SPV assets be of a certain 
type/quality and in a certain amount. 

Ccmtemporaneous with Quellos's evaluation process. Institution will evaluate toe presets for Stock's 
price, otoer relevant econcanic indicators and currmt prospects for the sale of the Covered Warrant 
positiem it holds as a dealer to retail/wholesale purch^rs. Institution may conclude that given toe 
currerU economic climate exercising toe put optiem embedded in the Covered Warrant indenture is 
most prudent alterrative. 

If after evaluating all of toe above Quellos decides to call in toe Covered Warrant and/or make 
distributions to Investor to retire toe financing, or if Institution exercises the put option embedded in the 
Covered Warrant indenture, Ch^ellos will liquidate securities held in SPV in both an economic and a tax 
effidait manner. To tois end, Quellcs wiU attempt to balance toe sale of capital gain asseis to capital loss 
assets. 
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Assuming economics dictate die redemption of the Covered Warrant and/ or the retirement of the 
financing;, SPV assets remaining after sudi events will ht invested under the supervision of Quellos for 
the benefit of Inve^or. 

To hedg^ against tte risk that Stock price will decrease, SPV may purdh^e a put option on Stock, (and 
may sell a caH option to partially fund the put option price). 

To free up the investment alternatives, Quellos may elect to call in the Covered Warrant and may 
liquidate Stock. This r^ults in SPV asset value falling below the tevel required by the finaiKdng. To 
eliminate an event of default under finandi^ Quellos may make a partnership distribution to 
Investor to assist Investor in retiring die financing. 

As part of the strategy to up die investment alternatives, Quellos evaluates the tax attributes of each 
asset held by SPV. To achieve as tax-neutral a result as possible (and thereby retain 1(X)% of the sales 
proceeds to redeem the Covered Warrant and retire die financing), Quellos may determine that a sale of 
the loss assets (defined as ttiose assets whose tax basis exceeds its fair market value) in balance with a sale 
of die gain ^ets (as defined as those assets whose tax basis is less dian its fair market value) would be 
the most tax bmeficial. To achieve this goal, Quellos would elect to not make a "754 election." To 
achieve the best overall economic result, however, QuelliK evaluate the investment potential of each loss 
and gain asset to determine on a non-tax basis which assets should be liquidated. To reach a final 
conclusion, Quellos balances die tax and non-tax attributes of each asset. 

After the Covered Warrant is redeemed and the financing eliminated, Quellos is free to invest the 
remaining SPV assets in a prudent investor manner. 
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- Redacted by the Permanent 
Subcommittee on Investigations 


November 16, 2000 

Memo to Dianne LaBasse 
Howard Ross 

From: Mary Pan 


Re; 



atinum LLC 



Approval for the following transaction is recommended: 

Amount 
S88.9MM 
$ I.IMM 
$90.0MM 

Facility; 1 SO days secured loan. 90% advance against assignment of a HSBC put/collar 
Agreement on a basket of Nasdaq stocks. Loan to mature at least 5 days before 
maturity of collar. 

Purpose: To purchase a newly incorporated (Delaware)investment holding company 
Platinum LLC in connection with tax plaraiing advise by Quellos group. 
(Quellos is J. Wolfensohn’s financial advisor.) 

Collateral; 1) Assignment of 100% stock interest in Platinum LLC 

2) Pledge of custody accoimt in HSBC with a basket of Stocks that have been 
collared by HSBC with a minimum put value of SIOOMM. 

Pricing: Interest: Libor +1% 

Fee; 0.25% upfront ($225,000) 



Profitability: Fee: 

Interest 
• Collar Fee 
Brokerage : 
Custody; 
Total 


$225,000 upfront 

SI 50,000 (assuming outstanding for 2 mo ) 
$350,000 
90,000 
5,000 
$930,000 


Repayiiient: Interest Only. Lump sum at maturity. Prepayment allowed . 


Documentation: Outside and internal counsel . (Richards O'Neil) with legal opinion 

Borrower’s legal counsel’s opinion (Cravath/Paul Weiss) 
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= Redacted by the Permanent 
Sabcommittee on Investigations 


Sources of Repayment: Sale of stock portfoHo/collar wth minimum value of 

SIOOMM. 

Borrower's liquidity and resources ($136 MM liquidity in 
personal name $213MM in mists ) . 

Background: 

Quellos is a financial and tax advisor specializing for families with net worth in excess 
of $200 million. We have been working with Larry Scheinfeld of Quellos for the past 
few years as he handles the financial matt ers of James D Wolfensohn, a HSBC Private 
client Mr. Scheinfeld has been advising 4lHMRar th^as^ireeyeais especially in 
tax planning. In relationship wiflt a tax planning structure, 4HHI^PwilI require a 
collar arou nd on a pool of marketable seciuities and a $90 MM loan; Mr. Scheinfeld 
suggestedfl^H^Pk work with HSBC Private Bank in this transactioa 

Redacted 

by 

Permanent Subcommittee 
^^^onlnvesdgations^^ 

Redacted 

! by 

I Permanent Subcommittee 

i on Investigations 


Transaction; 


hre requesting a loan of $90 MM from HSBC to buy Platinum LLC a 

brand new Delaware company from Bameville Ltd, a foreign company incorporated in 
Isle of Man for $120 Million. Bameville is an investment holding company of US 
marketable securities with a substantial loss. T he losses will be tiansfeiied to Platimun 
LLC upon acquisition by^HHIIBV^ Under a stock lending arrangement. 
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BameviUe has loaned to Jackstones Ltd (another Isle of Man .co) a stock portfolio valued 
at $ 1 20MM where the stocks have been shorted in the market. 

Bamesville will set up an account with HSBC to receive the funds from Marvin and 
Larry. The funds will be transferred to Jackstones Ltd ‘s account with HSBC and the 
iwocceds will be used by HSBC to repurchase the stocks from the market and 
subsequently transferred to Platinum LLC the stock portfolio valued at $120 million. 
Simultaneously, Platinum LLC will purchase a 110-180 days collar from HSBC on ttte 
basket of stocks with a minimum put value of $ 1 00 milliorL The slocks will be held in a 
HSBC custody account and collateralized to the Bank. Shortly after this transaction, 
Marvin will contribute to the account of Platinum LLC his personal shares with a market 
value of $100-$150 million. These shares will not be coIlat«alized for this transaction 
although all the private shares of Platinum have been assigned to the Bank. Within the 
110-180 days period, (most probably by 1/3 1/01) Platinum will unwind the collar and sell 
the underlying stock portfolio. The sales proceed will be used to repay the $90MM 
owned to HSBC. The personal portfolio contributed to Platinum by the borrowers will 
remain in this entity for the long term. 

Conditions : 

All parties to this transaction must have accounts with HSBC such that the loan proceeds 
the stock portfolio and the collar will be controlled in-house. 

Borrower's counsel (Cravath, to provide legal opinion ). HSBC’s attorney to provide 
opinion that the loan is properly documented and position is secured. 


Collateral: 

A basket of stocks valued at $1 10-120 MM consisting of the following: 

American On Line 
Clear Channel Comm 
Conexant Systems 
3COM 
Doubleclick 
Dell Computer 
JDS Uniphase 
InfoSpace 
Liberty Digital 
Lucent Technologies 
Qualcom 

HSBC will place a basket collar arourrd these stocks with a minimum value of $ 100 MM. 
Our loan to value is 90% of the minimum value or $90MM. All the stocks will be placed 
in a Private Bank collateral custody account to secure the collar and the loan. 

Risks/mitigants; 


StrlcUy ConfideRtlal 
Not For CIrcBlallo" 
SobcomoilUee Members Si StoCt Only 



2059 


Market Risks: Volatility of the maiket will be eliminated with the collar giving a 
minimum value of $ 1 OOMM. 

Execution Risks: Upon unwinding of the collar transaction, any dramatic market 
movements during the day may erode the value of the stock portfolio. The greatest risk 
will be at maturity whrati flie collar is worthless and the stock finishes at or just above the 
put strike price. Based on the attached analysis by Rusty Schreiber of our derivatives 
group, in a worst scenario, upon expiration of the collar, the portfolio would be valued at 
$105 million or right at or under the put value. During the liquidation period which could 
ttike up to 2 days; should there be volatility in the market, there could ^ potentially be a 
14% approximate slippage resulting in a potential loss of $15 million and the portfolio’s 
value might decline to $90 million which will be just sufficient to cover our loan 
exposure. Should for whatevw reason, if there would be additional shortfall in out 
collateral value, we will have to rely on the personal resources of our borrowers to covet 
the short fall. Based on the strong net worth of our borrowers and their substantial 
liquidity, we believe they have more than sufficient resources to cover any potential 
short fall ( Maximum $5 million) relating to this transaction. To give us additional 
protection, we are requiring this loan to mature at least 5 days before the expiration of the 
collar to provide ample time to liquidate the portfolio while the collar is still in place. 

Recommendation: 

Approval recommended in view of : 

1) This loan is for two very substantial borrowers who are very strong financially with 
substantial liquidity, very diversified asset portfolio and virtually no debt. 

2) The Loan is fully secured with a stock portfolio that has been collared against market 
volatility giving the Bank a mittimum vale of $ 100 MM. Even in extreme cases, should 
the collar mature worthless right at the put value, and we have a worst case scenario in 
liquidation resulting in short fall in meeting the loan repayment We believe that our 
borrowers who are personally liable for this loan will have more than sufficient resources 
to repay the Bank. 

3) Borrowers are very substantial individuals who can provide other attractive potential 
business for the Private Bank such as investment management deposits, loans trust as 
well as other hedging/derivative business for the Bank in future. 
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Transaction Assumptions 

• ApproMinai^ $1 05mm in market value of a basket of stocks as ouSned below 


415.000 shares of AOL, 

350.000 shares of ecu, 

275.000 shares of CNXr, 

310.000 dian^ eS-CXiUS, 

170.000 shares of DCLK, 
5(K),0(X] ^res of DBX, 

95.000 shares of INSP, 

230.000 shares erf JDSU, 
310,0(H) shares of LDIG, 

260.000 shares of LU, 

1 20,0(K) shares of QCOM, 


value $20.5mm 
value $18.4nim 
value $8.7mm 
value $4.7mm 
value $2.7mm 
value $12,6mm 
value $1.9mm 
value $17.3mm 
value $3.1mm 
value $5.8mm 
value llO.Imm 


• Assume base basket price of $100.00 per share and 1,050,000 shares 

• 180-day collar with a put purchased by the client at 100% {$100 per share) and a call sold by the client 
at116%($116pershatB) 

• Assuming a 90% advance rate on the put strike, or $94,5mm. 


Advance Rate Determination 

The advance amount on the loan depends upon; 

» Reg. U limit (95% of put strike) and insfituSonalmanmum 

> Value of portfolio collar fr.e. the long put/short call position) and the underlying stock basket For our 

purposes it is best to set aside the upside and examine the combination of the long pirt and stock. 

Here I will concentrate on the minimum value of the portfotio. At maturity the minimum value of the portfolio 
wffl be the stnlte price (Kp) or $1 00/share ($105 million for the whole portfolio). Since th'rs is the value 6 
months tom now, Kt> mu^ be discounted to the present to ascertain the minimum value of the portfolio at 
any point in time. Because interest rates change over time, the issue is at what interest rate do we discount 
the $100/sharB. Based on past fluctuations, we can ascertain with a 99.5% statistical confidence level 
f?.?3'?!£n!!arr!devisSHrr3)th.eamori.nt byvrf’.ich.ive-shr>ulddi!!C(’i,!r!t!hel!'’i‘i.cast>f!ov(. T''.he.r;c!n^rvTfh" ■ ' ' 
I have taken the likely borrowing rate of 7.25% and have shocked it by 1 .00% on day one. 


Interest Rate Volatility = 15% (cunent market volatility ts 12%) 
Standanf Deviafions = 2.33 


Time 

Stressed 

Time Remaining to 

Discount Factor 

Present Value of 

(years) 

Interest Rate 
(LIBOR plus 
0.50%) 

Option Expiration 
(years) 

based on the 
Stressed Rate 

Collateral 

0.00 

8.25% 

0.50 

96.04% 

$ 100,842,000 

0.25 

8,58% 

0.25 

97.90% 

$ 102,795,000 


Us time to mahirity decreases, the discounted value of the collateral rises. At no time is the discounted 
vdue of the collatetat less than 96.00% of the strike price. 
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F»peution Risk 

In the event of default during the life of the collar, the stock basket and the collar will be disposed of M the 
same b'me. Since we are dealing with a portfolio of stocks, the execution risks ate greatly mitigated since 
the volatility of a portfolio wi be much mote muted Bran that of a single stock. Addffionally, the amount of 
each individual stock to execute is of course much less than Ihe total at»unt of the dock basket Below is 
ihe aver^ daily volume for every stock wWn die basket 


nm 

Shares 

Current Value 

Daily Volume 


AOL 


$ 20,272,750.00 


3.52% 

ecu 

KSiBiBl 

$ 17,981,250.00 


12.96% 

CNXT 

275,000 

$ 7,631,250.00 



COMS 


$ 4,553,125.00 

4,750,000 

6.53% 

DCLK 

170,000 

$ 2,698,750.00 


4.05% 

DELL 


$ 12,468,750.00 


1.50% 

INSP 

95,000 

$ 1,846.562.50 


1.16% 

JDSU 


$ 15,697,500.00 


0.61% 

LOIG 

310,000 

$ 3,138,750.00 


77.50% 

LU 

260,000 

$ 5,638,750.00 

21,000,000 

1.24% 

QCOM 

120,000 

$ 10,567,500.00 

14,000,000 

0.86% 


Execution risk would be determined by how far the stocks could move before the slock basket was 
liquidated. This can be determined by stressing the stocks within the basket to some price movement (2.33 
standard deviations) over time to obtain a 99.5% confidence. That is, given a stock's volatility. Ihe 
maximum expected move would be a function of time to fiquidation. 

Execution risk would be greatest at maturity, when the put is worthless and the stock finishes at or just 
above the put strike price. In the table below, we have assumed that if a stock is less than 4% of daBy 
volume, then it would only take one day liquidate, and tvw days to liquidate if between 4% and 7% of daily 
volume, and 5 days to liquidate if above 7% of daily volume. 


Standard Deviations: 2.33 (99.5% confidence level) 
Kscount Factor, of Collateral at Maturity, 100.00% 


Ticker 

Maiket 

Implied 

Volatility 

Max 

expected 

1 day 
move 

Max 

expected 

2 day 
move 

Max 

expected 5 
day move 

Value of Max 
Expected 

Slippage 

AOL 

52.50% 

7.71% 

10.90% 

17.23% 

$ 

1.562,168 

ecu 

57.00% 

8.37% 

11.83% 

18.71% 

$ 

3,363,840 

CNXT 

98.00% 

14.38% 

20.34% 

32.16% 

$ 

1,552.360 

COMS 

75.50% 

11.08% 

15.67% 

24.76% 

$ 

713,555 

DCLK 

121.50% 

17.83% 

25.22% 

39.88% 

$ 

680,628 

DELL 

62.00% 

9.10% 

12.87% 

20.35% 

$ 

1,134,672 

INSP 

129.00% 

■ 18.93% 

26.78% 

42.34% 

$ 

349,631 

JDSU 

82.00% 

12.04% 

17.02% 

26.91% 

S 

1,889,296 

LDIG 

140.00% 

20.55% 

29.06% 

45.95% 

$ 

1,442,200 

LU 

64.50% 

9.47% 

13.39% 

21.17% 

$ 

533,824 

QCOM 

75.75% 

11.12% 

15.72% 

24.86% 

$ 

1,174.926 


Strictly Confidential 
Not For Circulation 
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rhree Possible Uouidation Scenarios at Maturity: 

Maximum Loan Amount $94.5mm (assuming a 90% advance on ttie strike price) 

(teximum Stressed Loan Rate (l-month UBOR plus 0,50%); 8.58% 

Maximum Accnjed lnteresU».ainonthly paymeots:I07S,675 
Maximum Principal and Iriterest due: $95,175,675 

1. Stock Price is at $120 pef share. 

• Because the share price is above the call strike, the cfient will owe HSBC the difference 
. between the Share Price (S) and the Call Strike (Kc). In this case; 

■ S= $120/share 
Kc=$116/share 

The call payoff would be; S - Kc = 120-1 16 = $4/share 
=> 1,050,000 shares dmes $4/share = $42mm 

• In this case the stock in the custody account would be worth $126 million. 

Net Worth in Account: $1 21 .6 million 

This net worth at maturity will be the same for any stock price above the Call Strike Price 
($116/share). In effed, the value of the portfolio of collats and stock at maturity are capped at 

$116/share. 

2. StockPriceisatSIIOpershare. 

• Because the share price is below the Call Strike and above the Put Strike, neither option 

finishes in the money. Both the put and the c^ are worthless, 

• In this case the stock in the custody account would be worth $115.5 milfion. 

Net Worth in Account; $115.5 million 

3. Stock Price is at $90 per share. 

• Because the share price is below the put strike, HSBC will owe Ihe client the difference 
between the Put Strike (Kr) and the Share Price (S). In this case; 

S= $90/share 
ki.=$100/share 

T>« jufpaydff would- be;- KA« S-'^ 100: 90 - $ia’khare ^ 

=9 1 ,050,000 shares times $10/share = $10,500,000 

• In thb case the stock in the custody account would be worth $94.5mm. 

Net Worth in Account: $105mm 

This net worth at maturity will be the same for any slock price below the Put Strike Price 
{$ 100/share). In effect, the value of the portfoTro eollats and slock at maturity have a floor at 
$100/share. 


Strictly Confidential 
Not For Circulation 
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Given this very conservative approach, which ignores portfoTio averaging effects (ie we assume M every 
stock in the basket trades in the same direction), we have a combined max. sBppage of $14.4ratn. Thus 
compared to (he cushion of 10% ($10.5mm) given by the advance rate, diis worst case scenario could lead 
to a loss of $3.9mfn due to execution slippage. 

However, if we assume ftat lh^basket.does indeed behave more like a portfolio, we can use an implied 
volaBlity assumption of 50%, to get the follovnng results for expected vrarst case scenarios ter the stock 
basket 


Annualized Volatility of Stock: 50% 

Standard Deviations: 2.33 

Discount Factor of Collateral at Maturity: 100.00% 


Business 
Days to 
Liquidate 
1 
2 
S 


Percentage 

Move 

7.34% 

10.38% 

16.41% 


Implied 

Advance 

Percentage 

92.66% 

89.62% 

83.59% 


Assuming that we can liquidate the stocks in 2 days, we would anive at an approximate slippage value of 
$10.6mm, roughly equal to the 10% cushion offered by the 90% advance rate. 


SlricUy Coi^ential 
Not For Circulation 
Subcommittee Members & StalT Only 
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Purchase Agreement 

THIS AG REEM ENT is made on this 28tii day of December 1 999 


BETWEEN: 

(1) Bamville Ltd vdiose registered office is at 19 Mount Havelock, Douglas Isle of Man, IMl 
2QQ (Ae "Purchaser"); and 

(2) Jackstones Ltd whose registered office is at 12-14 Finch Road, Douglas, Isle of Man (Ute 
"Vendor"); and 


WHEREAS: 

The Vendor wishes to sell and the Purchaser wishes to buy the Purchase Shares (as defined 
below) in accordance with and subject to the terms of this Agreement 

NOW THIS AGREEMENT WITNESSETH AND IT IS HEREBY AGREED AS FOIXOWS: 

1. Interpretation 

IT In this Agreement, unless the context otherwise requires, the following words and 
expressions will have the meanings set opposite them: 

'Purchase Shares^ means each of the shares specffied in the Appendix hereto. 

“Trade Date” means 28 December 1999 

“Settlement Date” means 3 January 2000. 

1.2 Clause headings are for ease of reference only and are not intended to affect the' 
interpretation of this Agreement 

2 . Sale and Purchase 

On the Trade Date, the Vendor shall sell as beneficial owner. free from all liens, charges, 
encumbrances and any other security or quasi security interests (together, “Security 
Intwests”) (which the Vendor hereby represents and warrants to be the case) end the 
Purchaser shall purchase the Purchase Shares. 

3. Consideration 

The consideration for the sale of the Purchase Shares pursuant to the foregoing shall be 
USD 397,201,727 (the “Purchase Price”) and shall be payable by the Purchaser to the 


Permaaept Subcommittee op investigatiops 

EXHIBIT #66 - FN 201 
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2 . 

Vendor for value on the Settlement Date. The Purdiase Price referable to each parcel of 
shares in specified in the Appendbt hereto. 

4. Settlement 

On the Settlement Date, the Vendor shall deliver to the Purchaser, or procure delivery to 
the Purchaser of, ail instruments of transf^ in respect of the Purchase Shares together vddi 
ail certificates and any other document which may reasonably be required to give full legal 
and ben^cial title the Puxclmse Shares free fr^ all Securi'^ Interests or which may be 
necessary to enable the Purchaser to procure die re^stration of the same In the name of the 
Purchaser or its nominee. The V^dor hereby auftorises the Purdiaser to set ofr* against 
the Purchase Price any sum payable by the Vendor.to the Purchaser on the Settlement 
Date. 


6. Govemmg Law and Jarisdiction 

This Agreement entered into pursuant to this Agreement will be governed by and 
construoi in accordance with the laws of the Isle of Man. 


AS "WITNESS diis Agreement has been entered into by duly authorised 
Purchaserand_by the Venttor oi^e date first written above. 




For and on behalf of 
BamviHe Ltd 


representatives of tite 


Title: 

Date: 
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Security RICCode Number of Trade Price 

Shares in USD 


Commo’ce One 

. CMRC.0 

357,143 

Dell Computer 

DELL.0 

1,923,077 

eBay 

EBAY.O . 

769,231 


MC-Woridcom 

Totals 




.4; 303,111 


Purchase Price 
in BSD 

89,285,750 

99,153,850 

107,592,340 

101,169,787 

397,201,727 
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2 . 


Vendor for value on tiie Settl«nent jDate. The Purchase Price referable to each parwl of 
shares in specified in the Append^ hereto. 

4. Settlement 

On the Settlement Date^ the Vendor shall deliver to the Purchaser, or procuie delivery to 
die Purchaser o^ all instruments of ttansfer in respect of the Purchase Shares together with 
all certificatos and any other document whic^ may r«isonably be required to ^ve fill! legal 
and beneficial title to the Purchase Shares free from ail Security Interests or which may be 
necessary to enable the Purc^iaser to procure the r^istration of the same in the name of the 
Purchaser cr its nominee. The Vendor hereby authorises the Purdiaser to set off against 
toe Purchase Price any sum pa>nble ^ toe Vendor to the Purchasex on toe Settlement. 
Dato. 

6. Governing Law and Jurisdiction 

This Agreement entered into pursuant to this Agreement will be governed by and 
construed in accordance with the laws of toe Isle of Man. 

AS WITNESS this Agreement has been entered into by duly authorised representatives of the 
Purchaser and by the Vendor on toe date first written above. 


Barnville Ltd 

Title: 

Dato; 



behalf 



Name: 
Titie: 
Date: 


of 
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PURCHASE AGREEMENT 

THIS AGREEMEl^ is mjuie on this 3rd day of January 2{X)0 
BETWEEN: 

(1) Bamville Ltd whose registered office is at 19 Mount Havelock, Douglas Isle of Man, IMl 
2QG (the ’Turcbaser'O; and 

(2) Jackstones Ltd whose registered office is at 32-14 Finch Road, Douglas, Isle of Man (the 
"Vendor"); and 

WHEREAS: 

The Vendor wisfaes to sell and the Purchaser wishes to buy the Purchase Shares (as defined 
below) in accorfance with and subject to the terms of this Agreement 

NOW THIS AGREEMENT WITNESSETH AND IT IS HEREBY AGREED AS FOLLOWS: 

1. Interpretatioii 

1.1 In this Agreement, unless die context otherwise requires, the following words and 
expressions will have the meanings set opposite them: 

'Turchase Shares” means each of the shares specified in the Appendix hereto. 

“Trade Date” means 3 January 2000 

“Settlement Date” means 6 January 2000. 

1.2 Clause headings are for ease of reference only and are not intended to affiect the' 
interpretation of this Agreement 

2. Sale and Purchase 

On the Trade Date, die Vendor shall sell as beneficial owner firee from all liens, charges, 
encumbrances and any other security or quasi security intereste (together, “Security 
Interests”) (which the Vendor hereby represents and warrants to be the case) and die 
Purchaser shall purchase the Purchase Shares. 

3. CoQsideratioQ 

The consideration for the sale of the Purchase Shares pursuant to the foregoing shall be 
USD 1,648,791^54 (the “Purchase Price”) and shall be payable by the Purchaser to the 
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ApReada 

Security 


Ama 20 u.com 

America On-Line 

Broadvision 

Clear Channel 

CMGI 

Doubleclick 

Gateway, 

Global Crossing 

12 Technologies 

IntemetCapital 

Group 

Liberty Digital 
Lucent Technology 
Qualcom 
QWest 

Communicatioas 

Verisign 

Yahoo! 

Totals 


RIC Code Number of Trade Price Purchase Price 

Sham in USD Is'U^ 


AMZN.O 


1.136^64 

8937 

101,556,851 



i;250,000 

82.75 ' 

103,437,500 

BVSN.O 


546,448 , 

189.43 

103,513,645 

CCUii 


1,123496 

87.75 

98,595,549 

CMGI.0 

3MVS?t 

324^4- 

105,303,178 

DCLK.0 


- 33",tir 

55>fc9D 

104,687,500 

GTW.N 


1,423,488 

6947 

98,747463 

GBLX.0 


2,083433 

49.12 

■ 102433417 

ITWO.O 


568,182 

188.50 

107,102407 

ICGE.0 


534,759 

200.00 

106,951,800 

LDIG.O 


1,538,462 

70.12 

107,876455 

LU.N ■ 


1,315,789 

77.12 

101,473,648 

QCOM.O 


568,182 

179.31 

101,880,714 



2439,181 . 

42.12 

98,526404 

VRSN.O 


526,316 

190.12 

100,063,198 

YHOO.O 


224,719 

475.00 

106,741,525 



i^sa^o 
'S', ?32 ,ox5 

1,648,791454 
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Purchase agreement 


THIS AGRESvCEKf is made on this 1 0th day of Januaiy 2000 


BETWEEN: 

(1) Bamville ltd whose registered ofSce is at J9 Mount Havelock, Douglas Isle of Man, IMl 
2QG (the "Purchaser"); and 

(2) Jackstones Ltd whose registered office is at 12-14 Finch Road, Douglas, Isle of Man (the 
"Vendor"); and 


WHEREAS: 

The Vendor wishes to sell znd the Purchaser wishes to buy die Purchase Shares (as defined 
below) in accordance widi and subject to the terms of this Agreement 

NOW THIS AGREEMENT WITNESSETH AND IT IS HEREBY AGREED AS FOLLOWS: 

1. laterpretatioE 

1.3 In this Agre«nent, imless the context otherwise requires, the following words and 
expressions will have the meanings set opposite them; 

“Purchase Shares” means each of die shares specified in the Appendix hereto. 

“Trade Date” means 10 January 2000 

“Settlement Date” means 13 January 2000. 

1.2 Clause headings are for ease of reference only and are not intended to affect the 
interpretation of this Agreement 

2. Sale and Purchase 

On the Trade Date, the Vendor shall sell as beneficial owner free from all liens, charges, 
encumbrances and any other security or' quasi security interests (together, “Security 
Interests”) (which the Vendor hereby represents and warrants to be the case) and die 
Purchaser shall purchase the Purchase Shares. 

3. ConsideratioB 

The consideration for the sale of the Purchase Shares pursuant to the foregoing shall be 
USD 1,160,339,562 (the “Purchase Price”) and shall be payable by the Purchaser to the 



Permanent Subcommittee on Investigations 
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2 . 

Vendor for value on the Settlement Date. The Purchase Price referable to each parcel of 
shares in specified in the Appeodfac hereto. 

4. Settlement 

On the Settlement Date, the Vendor shall deliver to the Purchaser, or procure delivery to 
the Purchaser o^ all instruments of transfer in respect of the Purchase Shares toge&cr widi 
all cerdficates and any other document which may reasonably be required to give full legal 
and beneficial title to the Purchase Shares free from all Security Interests or which may be 
necessary to enable the Purchaser to procure the registranon of the same in the name of the 
Purchaser or its nominee. The- Vendor hereby authorises the Purchaser to set off against 
foe Purchase Price any sum pa)^ble hy foe Vendor to the Purchaser on the Settlement 

6. Governing Law and Jurisdiction 

This Agreement entered into pursuant to this Agreement will be governed by and 
construed in accordance with the laws of the Isle of Man. 


AS WITNESS this Agreement has been entered into by duly authorised representatives of foe 
Purchaser and by foe Vendor on the date first written above. 


^ For and on behalf of 
Bamville Ltd 



Titie: 

Date: 



Title: 

Date: 
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Appendix 

Scanty 


Anbainc 
AtHome Inc 
BEA Systems 
Broadcom 
Exodus 

Communications 

InfoSpace 

JDS Uniphase 

Juniper Networics 

Network 

Applications 

PMCS 

Veritas Software 

Vignette 

Corporation 


RIC Code 

Number of 

Trade Price 

Purchase Price 


Shares 

in USD 

in USD 

ARBA.0 

540,541 

194.00 

104,864454 

ATHM.0 

2,484,472. 

4045 

99,999,998 

BEAS.O 

U07,190 

84,00 

109,803,960 

BRCM.O 

340,136 

295.56 

100,530,596 

EXDS.0 

980492 

104.00 

101,960,768 

INSP.O 

881,057 

114.50 

100,881,027 

JDSU.O 

510,204 

200.37 

102,229,575 

JNPR.0 

NTAP.O 

1,123,596 

3jr si> 

88.62 

34,012,580 

99,573,078 

PMCS.O 

619,195 

164.50 

101,857,578 

VRTS.O 

709420 

143.81 

101,992,928 

VIGN.O 

540,541 

189.87 

102,632,520 


lfea%<124 


1,160439462 


^ 1 I»,I4-|,»3^ 




I 
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Purchase Agreement 

THIS AOJtEEMENT-ismiidoon4>!s2*j!.diiyafFebruaiy2000 

BETWEEN: 

(1) Baniville Ltd wbosc registered esffice is st 19 Moiut Hnvelcek, Dou^ Isb of Moo, IMl 
2QG (lie Turchasa-"): aad 

(2) J«totor.es Ltd vsEow mastered otSeo is at 12-14 Fbd. Bissd. Douses, Isle of Man (the 
"Veodbr"); and 

WHEREAS: 

The Vendor wishes to sdl and the Pmehasa wishes to buy the Purchase Shares (as defined bdow) 
in aceordance with and subject to the terms of diis Agreonent 

NOW THIS AGREEMENT WITOESSETH AND IT IS HEREBY AGREED AS FOLLOWS: 

1. Interpretafion 

1.1 In this Agreement, unless die context tdherwise requites, the foUnwing words and 
expressions will have the meaeings set opposita t hem: 

“Purchase Shares" meatic each of the shares specified in the Appendix hereto, 

“Trade Date" means 28 Febiuatp 2000 

“Settlement Date" means 2 Match 2000. 

1.2 headings are fiir case of reference only and are not intended to afleet the 
inlcrprctatioD of this Agreement, 

X Sale and Pnrehase 

On the Trade Date, die Vender shall sell as boieficial owner fine fitan alt^li as,^daarEto, 
eneumbrances and any oflw securiv or quasi security inlerests (topdw, Sew^ 
IntBrests") (srtiieh the Vendor herdiy represents and watranls to be the case) sod the 

PurcihasBi Aafl purchase die Purchase Shnres. 

3, Consideration 
Tie 


[TI/RI NO 587SJ ^PQUEL 26600 
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,399,999,848 (the "Purchase Price”) and shsil be pzyabb by the Purchaser to the 
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Veiador fijr value &b Scdteaast JDate. Tbe Purchase Priee referable to each pared of 
sfaars ic speci&d in the A^^leodix hsreta 

4. Settlement 

On the SctdcrcKOt Date, ^ Vcodor siiall deliver to the Purchaser, or procorc t^vay to &e 
Purchaser all iastmnjcnte of transfer in respect of the Purchase Shares t^efeer wida all 
certificates and any odur which m2ey reasesahly be requind to give le^ and 

beneficial title to fi» Purchase Shares foe fron all Semriiy latexesia or which taay be 

neexssary to enable tl» Purchaser to procure the registradott the SBBBB in fee aaaw CEf toe 

Purchaser or its aoaaDce. TIm Veaite hereby authorises the PurchaSta’ to stf off against ihe 

Purdiase Prios any sum paydife by tbe Vcodv to toe Purchaser m the S ettkan e a tDate. 

6. Govermng Law and Jurisdiction 

This Agreeitaait eah^d ism pursuaitf to this Agrceosmt >rill be govenaed by and construed 
in acce^anco with toe lewa of toe We of Man. 

AS WITNESS this Agrecaanr has been caterol into by duJ^ authorised representatives of the 
Purchaser and by the Vaukr oo the date first written above, 


For ockI oq behalf of 
Barovilte Ltd 

Name: 

Title: 

Date; 




Fejr and m behalf of 
Jackstones Ltd 


Name: 

Title: 

Date: 50 'v.o'x? 




&«rr 
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000 IB89S ON 2H/ri3 ?Z:ST lUi 00. 90/OC 


Vendor for value on the Settlement Date. The Purej 
shares in specified in uie Appondin hereto. 

4. Settiement 

On the SelSlement Date, die Vendor shall deliver to. 
die Purchaser of, all ms^uments of transfer In Itq9e4| 
all cerdficams and any other document which may r 
and bmieficia! title to the Purchase Shares free from 
necessaty to enable the Purchase to procure die regi 
Purchaser or its nominee. The Vendor hereby auth( 
die Purdiasc Price any sunt payable by the 
Date. 

6 , Governing Law and Jnrisdiefion 


i Veiidj4|i 


|pBjPrioe referable to eawh parcel of 


1^ ^ebi^er, or procure delivery to 
p &e Purchase Shares together with 
:qi:jably be required to give frill legal 
Jl Security friterests or which may be 
;i of the same in the name of the 
II lisep the Purchaser to set oS against 
Itolthe Purchaser on die Settlem en t 


This Agreement entered into pursuant to diis a| 
construed m accoi^ance with the laws of the Isle of! 

AS WITNESS this Agreement has been entered into by _ 
Purchaser and by the Vendor on the date first written above. 


‘or and on behalf of 


For and on ^half of 
Bamvihe Ltd 


Name: N l.CHeit,So/v) 

Titie: 

^8 ^ 'Zoea 


Date: 


For 

Jackstones Ltd 

Name: 

Title: 

Date: 


and 


1 . 


;ecment will be governed by and 


fliy authorised repraseiitatives of the 


behalf 


of 


SO/ZO'6 Mi9l 00. 0£ 
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APPENDIX 


Shares Trade 

Symbol Stock Business Trade Date Traded Price Market Value Wei^ting 


1 AMZN 

Ama^mn 

Internet - e commerce 

2B-Feb<]0 

1528,913 

^.7500 

100, cm, 030 

2.9% 

2AOL 

Am&cka Online 

internet -portal 

2B-i^>-00 

1649,485 

603250 

100300,028 

19% 

3APBA 

Aribalnc 

internet • business solutions 

2B'Feb-00 

367309 

2712500 

99,999375 

09% 

4A1HM 

AtHome-Inc 

Internet -media 

2S-Feb-00 

^996355 

333750 

100300,011 

2.9% 

5BSi^ 

Bea Systeins 

internet • appUcatbus 

2^Feb-00 

827301 

1203750 

100,000,(X)8 

2.9% 

6BGEK 

Bioget Iru: 

Medical -Bimech 

28-F^-CO 

953316 

1043750 

99,999391 

2.9% 

7BRCM 

Broadcom 

Telecom -systsiu 

28'Feb-OO 

550364 

1813000 

99399,966 

2.9% 

8BVSN 

Broadvision 

Internet - application 

28-Peb-OQ 

429369 

233.0625 

99399394 

23% 

9CNXT 

Conexant Systems 

Electronic Compcstents 

28-Feb-OO 

1,032,924 

963125- 

99399,955 

23% 

iOCOMS 

KlomCorp 

Networking Products 

28-Feb-OO 

1364322 

79.0625 

99,999389 

2.9% 

11 CSCX> 

Cisco Systems 

Networkii^ Products 

2S-Felh00 

765317 

1303625 

100,K)03M 

19% 

12CTXS 

Cltrix^tems 

ApphradtaiB Software 

2S'Fri>-0Q. 

970385- 

1CS0625 

99,999,998 

2.9% 

13 EBAY 

EBAY 

Inteznet- auctions 

28'Feb-OO 

689358 

145.0625 

99,999,995 

2.9% 

14 EMC 

EMCcotp/Mass 

Cos^uteis - Memory 

28-Feb-OO 

8^,458 

U8.0000 

100,000,044 

Z9% 

ISEIEK 

E-tek Dynamics 

Fiber Optics 

28-Feb<IO 

386,100 

259.0000 

99399,90) 

23% 

16EXi:S 

BcodusCoam 

Internet - application software 

28-Peb-OO 

747,664 

133.7S00 

100,000360 

13% 

17GBLX 

Q^al Crossing 

Fiber Opdes 

2S-Feb-00 

2366,022 

46.1250 

100300315 

23% 

18 GTW 

Gateway 

Computen 

2B-Fe]>40 

1438349 

693000 

■100300306 

23% 

19IMNX 

Immunec 

Medirai • 

2d-FdHOO 

524346 

ISaTSOO 

99.999,925 

09% 

20INSP 

InBtspace 

Internet - e commecoc consulting 

2B-FeVOO 

458353 

218.1250 

K3, 000361 

23% 

2inwo 

12 Technologies 

internet - applintion software 

28-Feb-OO 

590342 

1694500 

100300309 

2.9% 

22Ji:«U 

JDSXMphase 

Fiber Optics 

2S-Fcb-00 

395357 

253.0000 

100300,eQl 

19% 

23JNPR 

Jynijwr Netweria 

bttemet - iidtastructure 

28-Feb-OD 

436362 

229.0625 

99399,983 

23% 

24MFNX 

Metromedia Fiber 

Fiber Optics 

2S-l^tKI0 

1327301 

753125 

100,0)0313 

2.9% 

25NTAP 

Network Appiiratior Network Storage 

2d-Feb40 

543,478 

184:0000 

99399352 

Z9% 

26PMCS 

PMCS 

Connive teclmobgy 

28-Fri»-00 

559,441 

178.7500 

100300,079 

Z9% 

27Q 

QWEST 

Fiber Optics 

28-Feb-OO 

2,173313 

46.0000 

99,999398 

Z9% 

28QCX)M 

<^lc»ai 

Telecom - systems 

28-Feb-OO 

698380 

143.2500 

99399.960 

2.9% 

29QLGC 

®ogic 

Electronic Componmts 

28-Fd>-00 

1^,090 

141.6250 

99399,996 

2.9% 

30RNWK 

RcnlNetworks Iru 

Internet Software 

aS-Feb-OO 

1369363 

73.0000 

99399,999 

2.9% 

31 ViGN 

Vignette Corp 

internet • application soitwaze 

28-Feb-OO 

.443328 

22S3125 

99399.996 

2.9% 

32 VRSN 

Verisign 

Computer Data Scrvers/System 

28Fet>40 

406301 

246.0625 

100,000,046 

2.9% 

33 VETS 

Veritas 

Internet • application software 

28-Feb’OO 

531338 

188.0625 

99,999,978 

23% 

34XINX 

XSinxlnc 

Beetronic Components 

28-Feb-OO 

1,423,488 

702500 

100,000032 

2.9% 


Totals: 



32495392 


3499,999348 

1003% 
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FmcHASE Agreement 

THIS AGREEMENT Is made on &is 6th day of June 2000 
BETWBEN: 

(1) Bamville Ltd whose re^tered offioe ia at 19 Mount Havelock, Douglas Isle of Man, IMI 
2QO (the "Ptirehaser"); and 

(2) Jackstones Ltd whose rei^ered ofHea is ac 12<14 Finch Rna^ Douglas, Isle of Man (the 
"Vendor"); and 


WHEREAS; 

The Vendor wis!^ to sell and the Pvirchaser wishes to buy the Purchase Shores (as defined 
below) in acc^danee with and subject to the terms of this Agreement. 

NOW THIS agreement WITNESSETH AND IT IS HEREBY AGREED AS FOLLOWS: 

1. Interpretation 

1.1 Is this Agreement, ualess the context otherwise requires, the foilowisg words and 
expressions wQ] have the meanings set opposite them: 

Purchase Shares” means each of the shares speciSed Is the Appendix hereto. 

*^rade Date” means 6 June 2000 

^Settlement Date” means 9 June 20X. 

i2 Cause headings are for ease of reference only end are not intended to affect the 
interpretation of this Agreement. 

2 . Sale and Purchase 

On the Trade Date, the Vendor shall sell as beneficial owner free from all liens, charges, 
encumbrances and any other security or quasi security interests (logcthar, “Security 
- Interests”) (which die Vendor hereby re presents and warrants to be the case) and the 
Purchaser shall purchase the Purchase Sham. 

3. Consideration 

The consideration for the sale of the Purchase Shares pursuant to the foregoing shall be 
USD i).00 9 . ' Oti 4 .HJ (the “Purchase Price”) and slull be payable by the Purchaser to the 



Permanent Subcominittce on Investigations I 
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2 . 


Vendor for value cm the Setdem«»t Dote. The Purchase friee referable to eadb, peiee! of 
shares in specified In the Appaadbc hereto. 

4, SettUaicnt 


On tlw8 Settlement Date, the Vendor shall deliver to 4e Purchaser, or ^curc delivery to 
dta Purchaser of. all mstnase&ts of cansfer in respect of the Pnrehase Shines together with 
all certificates and any othex docca«t whldi may reasonably be required to give full legal 
and beoeBcial to Putchaim Shares £ree haam all Security Intaresti or vducli may be 
necessary to enable the Purdiasex to procure ^etegUlratioa of the same b &e name of tbs 
Purchaser or its nominee. The Vendor hcrafay widiorises the Purchaser to set OS' against 
the Purchase Price any sum payable by toe Vendor to toe Purchaser on the Settlement 
Dato. 

6. Governing Law and JiirlsiJictioii 

This Agreement entered into pursuant to thU Agree3ne.nt will be governed by and 
- construed biucordanoowltothelawsofthclsle of Man. 

AS witness this Agreement has been entered into by duly authorised xepreseidalives of the 

Purchase and by the Vendor on the date first written above. 



For and on behalf of 
BaravUle Ltd 

Title: 

Date; 
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Vendor for value on tbe Settlement Date. The Purchase Price roferabJo to each parcel of 
shares In specifiewi in the Apj^adix hereto. 

4. Settlement 

On the Settlement Date, the Vendor shell deliver to tbe Purchaser, or procure delivery to 
the Pumhassr of, ail inshumeuis of transfer in respwt of the Purchase Shares together with 
all certsilcatu end any other document which may reasonably be required to give fiill legal 
and beneficial title to the Purchase Shares free from all Seettfify Interests or whids may be 
necessary to enable the Purchaser to procure the registration of the seme in the of the 
Purchaser or its nominee. The Vendor hereby audiorises die Purchaser to set off against 
the Purchase Price any sum payable by the Vendor to tbe Purchaser on the Settlement 
Dzts. 

6. Govemir^ Law aad JurisdictloQ 

This Agreement entered into pursuant to this Agreement will be governed by a nd 
construed in accordance with toe laws of the Isle of Man. 

AS WITNESS this Agreement has been altered into by duly authorised representatives of the 
Purchaser and by the Vendor on tbe date first written above. 


For and on bdialf of 
Bamville Ltd 

Name: 

Tide: 

Date: 


For and on behalf of 

JacksCones Ltd 


Name: &<;. 
Title: 

Date: 


^ — 


20/08 '00 THE H;0B ITI/RI NO 5830] BSfcQUEL 26606 



2081 


APPENDIX 




Shares Oiitslaniilng 

Market Cap 

mm 

Shares to be 

Total Cost 

Stock 

Name 

fMillions) 

(Elliknis) 

Official dose 

Purchased 

99,854,0M 

AOBE 

ADOBE SYSTEMS INC 

119.73 

1110 

lt8®75 

864,000 $ 

ADCT 

ADCTaECOMMUNICATlONSK 

305.75 

19® 

70.5000 

1,418,000 

99969900 

AMAT 

APWEO MATERIALS INC 

805.88 

77.11 

89.3125 

1,120,000 

100,030,000 

AMCC 

APPUED MICRO CIRCUITS COHP 

108.® 

11.05 

106,8125 

936,000 

99976900 

AUD 

AUTOMATIC DATAPROCESSING 

62721 

32.61 

57.6875 

1,733,000 

99972,438 

BRCD 

BROCADE COMMUNICATIONS SYS 

108.48 

13,45 

1389750 

720, (M 

99990,000 

BRCM 

BROADCOM CORP-GLA 

i™ 

3659 

156.0000 

641,000 

99,996,000 

CSCO 

CISCO SYSTEMS INC 

6,337.63 

435.34 

61.3125 

1,ffl1,000 

100,000,688 

DEU. 

DEIiCOMPUTERCORP 

2,586.75 

124,00 

44.6875 

2^38,000 

100,010,6® 

EBAY 

EBAY INC 

130.18 

16,73 

71,8125 

1,®,I100 

100,034,813 

EMC 

EMCCORPiMASS 

1,041.08 

13893 

65.0000 

1,538,01X1 

99,970,000 

ETEK 

E-TEK DYNAMICS INC 

6792 

1210 

227.1250 

440, (®0 

99, 9®, CM 

FDC 

FIRST DATACORP 

416.63 

19.95 

54.5525 

1,833, MO 

100,013,063 

INSP 

INFOSPACE INC 

21658 

1225 

49.7500 

2,010,000 

99997,500 

JDSU 

JDSUNIPHASECORP 

50090 

62.94 

t07.00MI 

935,000. 

100,045,000 

JNPR 

JUNIPER NEWORKS INC 

15650 

29.58 

2019750 

497,000 

100, 083, 375 

MFNX 

METROMEDIA FIBER NETWORK-A 

47258 

15.41 

35.5000 

2,740,0m 

100,010,000 

MU 

MICRON TECHNOLOGY INC 

523,20 

3239 

77.0625 

1298,000 

100,027,1® 

NOK 

NOKIA CCW>-SPON ADR 

4,673.09 

252® 

55.6250 

1,798,000 

100,013,750 

MTAP 

NETWCHKAPPUANCEINC 

30457 

1925 

718750, 

1,354,®0 

100,026,750 

NXLK 

NEXIUNKCOMMUNICATIONS-A 

80.62 

11.73 

81.1875 

1232900 

100,023,000 

ORCL 

ORACLE CORPORARON 

2,838.41 

20525 

77.0625 

1298,000 

100,027,1® 

.PCS 

SPRINT CORP(PCSGROUP) 

913® 

54.37 

56.9375 

1,756,000 

99982250 

PMGS 

PMC -SIERRA INC 

13921 

23.32 

180,0000 

556, CM 

100,080,000 

SDU 

SDL INC 

72.75 

1206 

255.0000 

392,000 

99960,000 

SUNW 

SUN MICROSYSTEMS INC . 

1,74696 

149.15 

83.8750 

1,192,000 

99979,000 

TER 

TERADYNEINC 

172.79 

17.53 

920000 

1,087,000 

100,004,000 

VIGN 

VIGNEnE CORPORATION 

19397 

10.49 

402500 

2484,000 

99,^1,000 

VHT8 

VERITAS SOFTWARE CORP 

393.60 

37® 

124.6750 

801^ 

100,024,875 

XINX 

XILINXINC 

32129 

20.70 

828125 

1208,000 

39,143,000 

100,037900 

3,000,154,375 
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THIS AGREEMEOT IS MAbEt :m (28TH 1 day of DECEMBER 1 999 


(1) Jaclkstones LW a compan)|ia< ' iij^rated under the latys of the Isle of Maa (the 3orroweO; 

and I I !' = 

i I !■; 

(2) BamviUe Ltd a company incoi ■ ci^d under the laws of die Isle of Maa (the “LenderO- 

WHEREAS: ! i.; 

3 i 

(1) From time to time the parses [ ^eto may enter into transactions in which the Lender agrees to 
lead to the Borrower seouri^i i (“.Securities") with a simultaneous agr e ement by the Borrower 
to tracer to the Lender pe > payment securities equivalent to such Securities at a date 
csertain or on demand by the i Tider. 

(2) Each such transaction shall i : ^Ferred to heroin as a **rnmsaction" and shall be governed by 
the terms of fltis Apeemcyit j i 

NOW ms HEREBY AGREED is lE ck.LOWS: 


1. DEFimnONS AND lNT|K|yTATION 


(A) In this Agreement; | | j': 
“Act of Insolvency" » i ; , 


means in relation to either Party; 

(i) its making a general assignment for the benefit 
of. or entering Into a reorganisatioo» 
anangement or composition- with creditors; or 

(H) its admitting in writing drat it is uztable to pay 
its debts as tiiey become due; or 

(iii) its seeking, consenting to or acquiescing in the 
appointment of any tnisftee, admmistrater, 
receiver or liquidator or analogous ofSicer of it 
or any material part of its pro^rty, or 

(Iv) the presentation or filing of a petition in r^pect 
of it (other titan by the other Party to this 
Agreement in respect of any obligation under 
this Agreement) in any court ox before any 
agency alleging or for the bankruptcy, winding- 
up ojt insolvency of such Party (or any 
analogous proceeding) or seeking any 
. reorganisation, arrangement, composition, re- 
adjustment, admin Istratiwr. liquidation, 
dissolution or similar rcEef under any present 
or future statute, law or regulation, such 
petition (except m the case of a petition for 
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"Business Da/’ 


“Cash CoUatBfa] Amf ui|| 

“Close of Business" ^ 

* 

'•Confirmation” [ 

"Delivery Date" t 

> 
i 

‘*Defeiiitmg Party” [ 
**Equivalrait 


my uu r.U4 


wmdisg-up or asy. analogous proceeding in 
rd^ject of ‘which no such 60 day period ^all 
^ply) not having been stayed or dismissed 
within 60 days of its filing; or 

(y) the appointment of a receiver, administrator, 
liquidator or trustee or analogous o^cer of 
such Party over all or any material part of such 
Party’s property; or 

(vi) the convening of any meeting of its creditors 
for the purpose of considenng a voluntary 
anangement (or any analogous proceeding); 

and sudi insolvency is material in the reasoaablc 
opinion of the Borrower; 

means a day on which banks and seouritios markets 
are open for business generally in London and, in 
relation to the delivwy or redeUvejy of any Securities 
or Bquxvalent Securities, in the place(s) where such 
securities arc to be delivered: 

means, with respect to a Transaction, the amount 
specified as such in^e applicable Confinnation; 

means die time at which banks close in the business 
centre in which payment is to be made; 

shall have the meaning given in Clause 2; 

means, with respect to a Transaction, the date 
specified as such on the Confirmation; 

shall have the meaning given in Clause 1 3; 

means securities of an identical type, nominal value, 
description and amount to the Securities borrowed 
and such term shall include the certificates and other 
documents of or evidencing title and transfer in 
respect of the forogoing (as nppropriata). If and to the 
exceut mat such Securities have bocn oonv^nted, 
subdivided, consolidated, redeemed, made the subject 
of a takeover, capitalisatios issue, rights issue or 
event sunHor to any of foe foregoing, the mqsression 
shah have the following meanuig: 

(a) in th6 cue of conversion, subdivision or 
- consolidation the securities into which the 

borrowed Securities have been converted, 
subdivided or consolidated; 

(b) in foe case of redemption, a sum of money 



I 
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(c) in ibi» case of a capitalists issue^ the 
borrowed Securities TOGETHER 'WrTH the 
securifies allotted way of a bonus thereon: 

(d) is the cose of n rights issue, the borrowed 
Securides TOGETHER WITH the securities 
allotxed thereon, PROVIDED THAT the 
Lendtf has paid to the Borrower ail and any 
sums due in respect thereof, 

(e) in the case of any event simDar to any of the 
foregoing, the borrowed Securities 
TOGETHER "WnH or replaced by a sum of 
money or securities equivalent to that received 
in respect of such borrowed Securities resulting 
foom such event; 

For the ptirposes of this definition, securitiBS are 
equfvatent to other securities wbere they are of an 
identical type, nominal value, description and amount 
and such tenn shall include the certificate and other* 
documents of or evidencing title and transfer in 
respect of the foregoing (as appropriate); 

has the meaning given in Clause 13; 

means, with respect to any Security at any time, all 
interest, dividends, coupons or other distributions 
thereon; 

means, with respect to any Securities, the dale on 
which Income is paid by foe issuer in respect to such 
Securities; 

means, with respect to a Transaction, foe rate 
specified as such in foe Comfinnadon; 

means, with respect to a Transaction, the amount 
specified as such in the relevant Confirmation or, b 
the case of an Open Transaction, the amount 
determinable is accordance with foe manner set out in 
foe Coofinnatioo; 

means an agent or a nominee appointed by either 
Party to accept deii\^iy of, hold dr deEver Securities 
or Equivalent Securities on Its behalf whose 
appointment ^has been notified to tiie oth^ Party; 

shall have the meaning given in Clause 13; 

means a Transaction the RedoUVery Date of which is 
unspecified in foe Confinnation, but which the 
termination of which may be triggered in accordance 
wi£h Clauce 


3 
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“Parties’* 


“Secyrities” 


“RedeiivetyDate” I 


®) 

(C) 


AU headings appear fisr lOT'^ieoca only and sha|| not affect the hxtexpretation hereof. 


Notwithstanding -flies 
“redeiivear” ete. wbiej 
of the kind provide^f{^ 
accordance wi& this 
this Agreement, fliefP; 
Securities. 


T. 






1 . INTTIATION, CONPERMAli' 


(a) 


(b) 


A Transaction may he 
Borrower or flie Lesdeji 
Trans^tioa ore accept 


|atered into orally or in writing at flie initiation of either the 
provided that the Securities that are to be the subject of die 
lie' 4> the Borrower. 




Upon agreeing to en^ 
to the Lender writtea c|] 
set out in the Aanpx 
numbers and referebc 
TransactionX the Le^dia; 

agreed between the Barl|- 




and; m flse case of 
Confirmation 


(d) 


in the case of on demi 
Borrower or the Le:^ei| 
occur after not lesp 
sculeroent or delivap' c|| 
i 


bf expressions such as “Borrower^, “Lender”, “leotT, 
ti^ed to reflect termiaology used in the market for transacdons 
jipithis Agreement title to Securities “borrowed” or “lent” m 
lent shall pass from one Party to another as provided for in 
f obtaining such title being obliged to redeliver Equivalent 


w AND Termination 


means the Lender and flic Borrower and “Pai^ shall 
be-c^nstrued accordingly; 

means, 'with respect to a Transaction, the type and. 
number of securities or financial instruments set out 
as such in the Confinnaiion fc^ that Transaction; 

means the date upon which Securifies are or are to be 
transferred to the Borrower in accordance with this 
Agreement; 


:b b Transaction bereiradw the Borrower shall promptly deliver 
of such Transaction (a “Confirmation”) in the form 
l^eceto specifying the Securities (together with identification • 
Ihc Delivery Date, the Kedelivery Date (if not an Open 
ikiTee and such other matters or supplemental tcTxns as may be 
'^ith respect to that Transaction. 


The Confirmation jcld:ng to a Transaction shall, together with this Agreement, 
constitute prima fade : ^’wence of the tenns agreed between the Borrower and the 
Lender ftar that Trmvac : unless objection is made wtfli respect to the Confirmalion 
pTOTiptly after recent : icrpof In event of any conflict between the teniis of such 
Confbasatioa and t|is i kgipement. the Cemfirmatioa ^all prevail in respect of that 

Transaefion and thodb te i ois only. 

' ’ ] ) • 

(o) Tenaination of a Tr|as i jflon will be effected, in the case of an Open Transacdons, on 
' ‘ ^ ; omafipn in 'flie relevant party's wntten demand for teimination, 

S' term Transactions, on flie KedeHvery Date specified in the 




iTraosactions, demand for termmadon shall be made by the 
telephone or otherwise, and shall provide for tenninatioD to 
4lm’:the minitxmm period as is customarily required for the 
£<^valeat Se’eundes of the relevant kind. 
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5- LOAK OF Securities } 


\n relation to each Transao^oa 




, On a l^livety Date for a 
' delivery of the Securities to 
transf^ duly stamped where a^t 
title tirereto in the Borrewe^. 
Lender to the Borrower on d| 
isstnnnents of transfer. 

5. Rights AND Titlk 


The Fartics shall execute • ana , 

mstructions to procure that s&l tide and interest in; 


(t) the Securities bWrlij 
(ii) the Equfvalent pra 
shall pass fiom one Party td th|| 


. [ ^ Lender will lend the Securities to the Borrower and die 
Borrower will borrow the ^scji ities from the Lender on the Delivery Date subject to and m 
accordance with the terms and 9 nations of Uiis A gie e m eat. 

■ I" 

Delivery of SecuritIees 


iction, the Lender shall deliver the Securities or procure the 
e’jBoirower TOGETHER WITH appix^Hriate instruments of 
jees^ary and such other instruments as may be requisite to vest 
Securities shall be deemed to have been deliver^, by tiie 
te the Borrower or os it shall direct of tiie relevant 


.deliver all necessary documents and give all necessary 

hri tide and inter&ct in* 


i^ed pursuant to Clause 2; and 
.rities Tcdelfveredpursuant to Clause 6; 


^ , jother subject to die terms and conditions mentioned herein on 

(Silvery or. redelivery of the in accordance with this Agreement, £ree from all liens, 
clmges and encumbrances. |ln juse of the Securities or Equivalent Securities, title to which 

system which provides for the recording and transfer of title to 
.s, delivery &ad transfer of title shall take place in accordance 
' stteb system as in force foom time to time. The Par^ acquiring 
Uhlave no obligation to return or redeliver any. of the assets so 
titles are borrowed, such Par^ shall be obliged, subject to the 
i^ver Equivalent Securities. 


is regbtered in a computer 
the same by way of book c^t 
with the rules and procedures 
such right, title and mterestisl 
acquired but, insofar as the 
tenns of this Ag^emeat, to r 


REPEUVERY OF EQUIVA] 

Subject to the provisions i oj 
Trans^on to redeliver E^i 
Transaction or, if that Trapr- 
D^ inunediately following 
notice requiring the lermia^tloi 
shall be ejected in the same 



7. L)E2»rDJNGFEES 


{ 


On tite Redelivery Date forjea^ {Traosaction, the Borrower shall pay to the Lender the Lending 
Fee for that Transaction, t 


COLLATERAL \ 

The Borrower undertakes hi' 
Cash Collateral Amount 

Se«urii{ae (iti 


Securities 


'lauso 9 below, the Borrower undertakes in relation each 
i^t Securities to the Loider on the Redelivery Date for font 
Ida is an Open Traosaction on' the date falling two Business 
date on which the Bonower receives from the Lender a written 
OTdiBt TVaasoetion. The delivery of auoh Equivalent Securities, 
as set out in Clause 3 above. . 


'I f 




jatifon to each Transaction to pay to the Lenda- the af^licable 
Deliveiy Date, which sum shall be held by the Lender until 
oPth« S*.<rwTit5-* th* rftlwvant TrAnssir.Hnnl are 
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redelivered by the Borrowed. S tigect to Clause 9 bdov 
repaid at the same time as 'ilent Securities in.resfx 
are redelivered. If the Borrow sr jfeils to comply wi4 
Equivalent Securities, theo <he I raider shall have the rig! 
by way of set-olf against 'thd| equivalent value o 
Clause 9 below. Interest on the Cash C« 

Transaction at the applicable Ini srest Kate (compounded 
shall be due and payable t^iivery Date. 

Acceleration due to | t-Ewr of Default 


jiigect to Clause 9 bedow, the Cash Collateral Amount shall be 
yilent Securities in.respect of the lelevsmt Securities borrowed 
jar jfeils to comply wiA its obligation for such redelivery of 
Irader shall have the right to appfy the Cash Collateral Amount 
equivalent value of such obligation in accordance vridi 
a<|»ue on the Cash Collateral Amcnnit for the tens of each 
jerest Kate (compounded, if applicable, on an annual basis) and 
R^iivery Dale. 


If eidier an Evemt of Default j 
each Transaction shall be dcea 
perftamance of any other 
time shall likewise be accekrm 
date (the ** Acceleration Patp^S 
an obligation of the Borroviier| 
the then prevallli^ market VaM 
o^cial closing price(s) op s| 
existed. Such' payment obiig| 
Borrower with respect to tite to 


uairs in relation to oidier Party, then the Redelivery Date for 
edi to occur at the rime such Event of Default occurs and the 
irijms that the Parties may have under this Agreement at such 
:d.j In such an event and with immediate effect on the relevant 
hq redelivery obligation of the Botrower shall be replaced with 
pay te the Lender on tee Acceleration Dale an amount equal to 
of the Equivalent Securtries (as deteiznined by reference to the 
:h-date) in respect of which such redelivery obligation had 
ion may be thra set-off a^lnst the payment obligation of the 
uni of tee Cash Collateral Amount and accraed interest thereon. 


10. INCOME PAYMENTS j j 

Unless otherwise agreed, 
Payment Date in respect ofjaa,j 
date of such Income is paid ^ 
amount equal to (and in the sd 
be made without any witKh^ 
notwithstanding teat a paW 
deduction. ■■ 


’ ; :'^D term of a particular Transaction extends over an Income 
’ Securities subject to that Transaction, the Borrower shall on tee 
> tee issuer transfer to or credit to tee account of the Lender an 
; le currency as) tee amount paid by the issuer, such payment to 
[ling or deduction for of on account of any taxes or duties 
it of such Income may be subject to such a withholding or 


Lender’s Warrantiss 

The Lender hereby warfaids. a|i 
that such wazranties shall stirvj ' 

(A) it is duly authorised aj ( 

Agreement^ [ 

(B) it is not restricted uoldef i 
tee Seemrities ui adcoz: 
obligations hereund^ | 


ik undertakes to the Borrower on a continuing basis to the intent 
ye tee completion of any tTansacUon contemplated herein that: 

d -empowered to perfbnn its duties and obligations under teis 


wftenzu of its constitution or in any other manner from leading 
sapM wite teis Agreement or &om otherwise perforzdlng its 


(C) it is absolutely ealitsd jk pass tell legal and beneficial ownership of tee Securities to the 
Borrower free from ml | sb, chafes and encumbrances; 

12. Borrower’s WARRipl ^ 

The Borrower hereby war|int| dn'd undertakes to tee Lrader on a continuing basis to the Inteat 
that such warranties shall jhe completion of any transaction contemplated herein that; 


22/OS -00 KON 16:08 ETX/R2 NO SSOl] ]®}oQUEL 266J4 



2089 


1^' 


(A) it has all necessaiy 
■ perform its duties 
to the coaUnoatloa oj 


aas 


(B) 


it is -not restricted 
borrowing Securitiesi 
irs obligations hereur&i 


licel «s and approvals, and is dttly authorised and empowered, to 
.1 ig^ons under dus Agreement and will do nothing prejudicial 
)isut I aiitborisBtion, licences or approvals; 


imd» 


the terms of its constitutioa or in any other manner from 
IjocCTdance with this Agreement or from otherwise performing 


(C) it is Bctixxg as princip^ in 


13. Events OF DEFAULT 


Each of tbe foUo\\Tng cverp 
othCT- Party being the “Nonj-D' 
Clause 9: j 


(A) 


CB) 


CC) 


CD) 


(E) 


!he Leruier or Borropren 
under Clauses 2, 3» k el 
Xiofkultmg Party ai)d|th^ 
Business Days; 




reject of dus Agreement; 


J etpisg in relation to eldier Party (the "Defaulting Party”, the 
luitij;^ Party”) shall be on Event of Default for the purpose of 


pricing to comply in any material respect whh its obligaiions 
5,jand the Non-Dcfiaulting Party serves written notice on the 
p^ulting party fails to cure its default within the following 5 


an Act of Insolvencyjoi 
the case of as Act ol 
any anniogous proceed: 
Defaulting Party in khj 
Party serves written «ol 

any represcntalions 
untrue In any material i 
repeated, aod the Noji-E 

the Lender or the Bobo 
perfonn any of its othig 
Non-Defaultiftg Party s 

• the Lender (if 
memberahip of or 
regulatory .organisadooi 
agency, <md the NonrI 


(F) any oftho assets of the 1 
order of tihe Lender [ 
trustee by a legulatt 
Non-De^ltiftg Pa 


(G) 


the Lender or the ] 
hereunder and not 
serves written .notjc< 
serves a forther writi 


Each Party shall notify helodij 


criag widt respect to the Lender or the Borrower and (except in 
jlVency vdiicb is the ^sentation of a petition for windiog'-up or 
;cr the appointment of a liqtiidator or analogous ofBcer of the 
l^h base ao such notice shall be required) foe Non-Defaulting 
on the Defaulting Party; 

ides made by foe Lender or the Borrower being incorrect or 
jp^ when made or repeated or deemed to have been made or 
fatLiting Party serves written notice on the Defoulting Party; 

er admitting to foe other- that it is unable to, or It intends not to, 
Ions hereund^ and/or in respect of any loan hereunder, and foe 
’es written notice on the Defoultiog Party; 

at^) or the Borrower being suspended or e:^ened fo>m 
pation in any securities exchange or association or other self- 
lor! suspended from dealing in securities by any govenunent 
^MUiting Party serves written notice on the Defaulting Par^; 


!|fmder orfoe Borrower mr the assets of iovcsiors held by or to foe 
s Borrower being transferred or ordered to be transferred to a 
li^^rity pursuant to any securities regulating logislation and foe 
rps >v7ittsa notice on the Deifoulting Party; or 


‘MVCT failing to perfonn any other of its material obligations 
tesyhig such faflure within 30 days after ihe Non-Defaulting Party 
|mudng it- to remedy su^ failure, and foe Non-Defaulting Party 
itice on the Defaulting Faityr. 

iil an Event of Defanh occurs is relation toil. 
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ANNEX 

Form of Confirmatioa 


' Ltd 

• DurnvUlc 

.:fr Sv9y 

L(!!iu of'TechnoliigJ’ Siiare Basket jTrJRcbc l| 

Dear Sits, 

The purpose of this letter is to set forfli the terms and conditions of the above repurchase 
transaction entered into between us on the Trade Date referred to below. This 
Confirmation supplements and forms part of and is subject to the Securities Lending 
Agreement as entered into between us as of 28 December 1999 as the same may he 
amended &om time to dme (the "Agreement"). All provisions contained in the 
Agreement govern this Confirmadon exc^t as expressly modified below. Words and 
phrases defined in die Agreement and used in this Confirmation shall have the same 
meaning herein as in the Agreement. 


1 . Trade Date: 

2. Securities; 

3. RICCode: 

4. Borrower: 

5. Lender: 

6. Delivery Date: 

7. Redelivery Date: 

8. Lending Fee: 

9. Cash Collateral Amount: 

10. Additional Terms: 


28 December 1999 
Sec attached Schedule A 
See attached Schedule A 
Jackstones Ltd 
Bamville Ltd 
3 January 2000 

This transaction wH be an “Open Transaction” for 
the purposes of die Agreement 
NU 

USD 397,201,727 

Notwithstanding Clause 9 of the Agreement, the 
Borrower shall not be liable to account to the 
lender for any income that may arise during the 


Permanent Subcomniittee on InvestigatioDS 

EXfflBIT #66 - FN207 
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terai of the Transaction on any of the Securities. 


Yours faithfully, 
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Schedule A 


Security 

RIC Code 

Number of 

Shares 

Market Close 

28 Dec 1999 

Security 

Valuation 

Commerce One 

CMRC.0 

357,143 

250.0000 

89,285,750 

Dell Computer 

DELLO 

1,923,077 

51.5600 

99,153,850 

eBay 

EBAY.O 

769,231 

139.8700 

107,592,340 

MCI-Worldcom 

WCOM.O 

1,257,861 

■ 80.43 

101,169,787 


4,307^12 397^01,727 
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ANNEX 

Form of Confirmation 

.iiLi’-kutiiniir; htft 
Miirnviih:- i.tii 
'Kt .iominrv 7.'}0!) 

nr Te£:iir-ol()g,v Stiiirc BnskcE jTratichc 2| 


Dear Sirs, 

The puipose of this letter is to set forth the terms and conditions of the above repurchase 
transaction entered into between us on the Trade Date referred to below. This 
Confirmation supplements and forms part of and is subject to the Securities Lending 
Agreement as entered into between us as of 28 December 1999 as the same may be 
amended fiom time to time (the ^Agreement'^. All provisions contained in the 
Agreement govern this Confirmation except as expressly modified below. Words and 
phrases defined in the Agreement and used in this Confirmation shall have the same 
meaning herein as in the Agreement. 


1. Trade Date: 

2. Securities: 

3. RICCode: 

4. Borrower: 

5. Lender; 

6. Delivery Date; 

7. Redelivery Dale: 

8. Lending Fee: 

9. Cash Collateral Amount: 

10. Additional Terms: 


3 January 2000 
See attached Schedule A 
See attached Schedule A 
Jackstones Ltd 
Bamville Ltd 
6 January 2000 

This transaction will be an “Open Transaction" for 

the purposes of the Agreement 

Nil 

USD I.648'791,354 

Notwithstanding Clause 9 of the Agreement, the 
Borrower shall not be liable to account to the 
lender for any income that may arise during the 


Permanent Subcommittee on Investieations I 

EXHIBIT #66 -FN 207 | 
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term of the Transaction on any of the Securities. 
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Schedule A 


Security 

WCCode 

Number of Market Close 

Shares 03 Jan 2000 

Security 

Valuation 

Amazon.com 

AMZN.O 

1,136.364 

89.37 

101,556,851 

America On-Une 

AOL.N 

1,250,000 

82.75 

103,437,500 

Broad vision 

BVSN.O 

546,448 

189.43 

103,513,645 

Clear Channel 

CCU,N 

1,123,596 

■ 87.75 

98.595,549 

CMGI 

CM0I.0 

322,580 

326.44 

105,303,178 

Doubleclick 

DCLK.O 

390,625 

268.00 

104,687,500 

Gateway 

GTW.N 

1,423,488 

69.37 

98,747,363 

Global Crossing 

GBLX.0 

2,083,333 

49.12 

102,333,317 

12 Technologies 

ITWO.O 

568,182 

188.50 

107,102,307 

Internet Capital Group 

ICGE.0 

534,759 

200.00 

106,951,800 

Liberty Digital 

LDIG.O 

1,538,462 

70.12 

107,876,955 

Lucent Technology 

LU.N 

1,315,789 

77.12 

101,473,648 

Qualcom 

QCOM.O 

568,182 

179.31 

101,880,714 

QWest Communications Q.N 

2,339,181 

42.12 

98,526,304 

Verisign 

VRSN.O 

526,316 

190.12 

100,063,198 

Yahoo! 

YHOO.O 

224,719 

475.00 

106,741,525 



15,892,024 


1,648,791,354 
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ANNEX 

Form of Confirmation 


? ''.-TJan- :9IM) 

. .'i.'", '•i'Tui-imDh'gj' Simit' ftiakcf (Tranche 31 


Dear Sirs, 

The purpose of this letter is to set forth the terms and conditions of the above repurchase 
transaction entered into between us on the Trade Date referred to below. This 
Confirmation supplements and forms part of and is subject to the Securities Lending 
Agreement as entered into between us as of 28 December 1999 as the same may be 
amended from time to time (the “Agreement’^. All provisions contained in the 
Agreement govern this Confirmation except as expressly modified below. Words and 
phrases defined in the Agreement and used in this Confirmation shall have the same 
meaning herein as in the Agreement. 


1. Trade Date; 

2. Securities; 

3. RIC Code; 

4. Borrower 

5. Lender; 

6. Delivery Date; 

7. Redelivety Date; 

8. Lending Fee; 

9. Cash Collateral Amount: 

10. Additional Terms: 


10 January 2000 
See attached Schedule A 
See attached Schedule A 
Jackstones Ltd 
BamviUe Ltd 
13 January 2000 

This transaction will be an “Open Transaction” for 

the purposes of the Agreement 

Nil 

USD 1.160,339,562 

Notwithstanding Clause 9 of the Agreement, the 
Borrower shall not be liable to account to the 
lender for any income that may arise during the 


I permanent Siihcommittee on Inveslieations 


PSI-QUEL 26624 




2099 


term of the Transaction on any of fee Securities. 


Yours faithfully. 
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Schedule A 


Security RIC Number of Market Close Security 

Code Shares 10 Jan 2000 Valuation 


Aribainc 
AtHome Inc 
BEA Systems 
Broadcom 

Exodus Communications 
InfoSpace 
JDS Uniphase 
Juniper Networks 
Network Applications 
PMCS 

Veritas Software 
Vignette Corporation 


ARBA.0 

540,541 

ATHM.0 

2,484,472 

BEAS.O 

1,307,190 

BRCM.0 

340,136 

EXDS.0 

980,392 

INSP.O 

881,057 

JDSU.O 

510,204 

JNPR.O 

104,493 

NTAP.O 

1,123,596 

PMCS.O 

619,195 

VRTS.O 

709,220 

VIGN.O 

540,541 

10,141,037 


194.00 

104,864,954 

40.25 

99,999,998 

84.00 

109,803,960 

295.56 

100,530,596 

104.00 

101,960,768 

114.50 

100,881,027 

200.37 

102,229,575 

325.50 

34,012,580 

88,62 

99,573,078 

164.50 

101,857,578 

143.81 

101,992,928 

189.87 

102,632,520 


1,160339,562 
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ANNEX 

Fonn wf ConOrmaSion 


To: 

JaeJestones X4d 

pyonti: 

Baniville Ltd 

Datee 

28 Fobnmry 2000 

SnM'Bct: 

Stock Loan ofTedtoology Share Basket 

[Dear Sirs, 



jlie puipoBo of this leOBT is » set fetth the terms and conditions of the siove lepondiase 
jtBmsactioa entered into botsueon us on the Tmdo Date referred to below. This 
iconfirnsrion supplements end forms part of and is subject to dre Socmitfcs Zending 
I Agreement as entered into between us as of 28 December 1999 as die same may be 
amended ftom time to time (the "Agmm^n. Ad provisions eontoiieri in the 
Agreement govern this Condimation ejteept as expressly modified below. Words and 
phrases dbfined in the Agreemenr and used in Ibis Confirmation shall have the same 
i meaning herein as in Agreement. , 


1 1. Trade Date: 

I Z Securities: 

! 3 . WCCode; 

1 4. Bottowwt: 

! 5, Lender: 

I 6. Deirvery Date: 

} 7. HedeliveryDaiB: 

j. 

! «. LendmgFee; 

I 9. Cash CoJlStetsl Amount; 

i 10. AbdditioBalTenns: 


28 F^mary 2000 
See attached Schedule A 
See attached S(d>edu1e A 
J^acksto&es Ltd 
Bamville LUi 
2^£irdi2000 

T1u 6 tia&SBCdon will be an ‘"Opw TntnaacBoa” fer 

the purposes of die Agreecoest 

Kil 

USD 3^99,F99p84S 

Notwithstanding CJa^e 9 of *e Agreement the 
Borrower shaJH not be liable to account to the 
lender flsr any income that may arise during the 


i 

i 


I Permanent Subcommittee op Investigations 
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STOCK PORTFOLIO 
Tranche 2 

Sbnes Trade 

Symbol Stock Business Trade Dale Traded Price Market Value Wei^Ung - 


I AMZN 

Amazon 

Internet • e conmercs 

29'Feb'OO 

1^,913 

65.7500 

100,000, 

39% 

2 AOL 

America Online 

Internet • portal 

IS-Feb-OO 

1^485 

60.6250 

100300,028 

2.9% 

3 AREA 

Ariba Inc 

Internet • business solutions 

29-Feb'OO 

367^09 

2712500 

99599,875 

25% 

4 ATHM 

At Home - Inc 

Internet • media 

29-Fcb^ 

2.996^5 

3337K) 

100.000,011 

29% 

5 BEAS 

Sea Systems 

Internet - applications 

29-FehOO 

827^01 

1203750 

1COOOO,OOS 

29% 

6BGEN 

Biogen Inc 

Medical - Biotech 

29-Feb'<X) 

953^16 

104.8750 

99599,991 

19% 

7 BRCM 

Broadcom 

T^ecom • systems 

29'Fcb-OO 

550,964 

1815000 

99.999,966 

29% 

8BVSN 

Btoadvtsion 

Internet - appiiotions 

29'Feb-(» 

429,069 

233.0625 

99,999,694 

29% 

9CNXT 

Ccmexant Systems 

Electroruc Components 

29'Feb'OO 

1,032,924 

96.8125 

99.999.955 

29% 

LOCOMS 

3Com CoTp 

Networking Producte 

29-FeWIO 

1,264,822 

79.0625 

99,999,989 

29% 

11 CSCO 

Cisco Systems 

Networidng Producte 

29-Feb-OO 

765,917 

1305625 

100,000,038 

29% 

L2CTXS 

Citrix Systems 

Applications Software 

29-FdhOO 

970;285 

103.0625 

99,999,998 

29% 

L3EBAY 

EBAY 

Internet 'auctions 

29-P^-OO 

689358 

145.0625 

99,999,995 

2.9% 

14 EMC 

EMC a>rp/Ma» 

Computers - Memory 

29-FeWX) 

847,458 

U8.0000 

100,000,044 

29% 

fSETEK 

£-tck Dynamics 

FR>er Optics 

29-FeIhOO 

386,300* 

259.0000 

99,999,900 

2.9% 

16EXDS 

Exodus Comm. 

Internet • application software 

29'FdKOO 

747364 

133.7500 

100m060 

2.9% 

17 GBLX 

Clobai Crossing 

Bber(^tics 

29'Feb<10 

^168.022 

46.1250 

100,000.015 

2.9% 

tSGTW 

Gateway 

Computers 

29'Feb4X> 

1,438349 

695000 

100m006 

29% 

19 IMNX 

Immunex 

Medical -Biotech 

29'Feb^ 

524346 

190.7500 

99,999.925 

29% 

201NSP 

InfoSpace 

Internet ' e commerce coiualtinj 

29-Feb4» 

458,453 

218.1250 

100m06l 

29% 

21 nv^o 

12Tedinologies 

Internet - application software 

29-FeM)0 

S90342 

169.2500 

100,000,009 

2.9% 

22IDSU 

JDS Uniphase 

Bber Optics 

29-Feb'OO 

395357 

253.0000 

100,000,021 

29% 

23JNPR 

Juniper NelwMks 

Internet - inhastrueture 

29'Fd>'00 

436362 

229.0625 

99,999583 

29% 

24 MHvIX 

Metromedio Fiber 

Hber Optics 

29'Feb-OO 

1327301 

753125 

100500,013 

29% 

25NTAP 

Network AppUcatior Network Storage 

29'Feb'OO 

54337S 

184.0000 

99399,952 

29% 

26PMCS 

PMCS 

Connective technology 

29-Feb-OO 

559,441 

178.7500 

100500579 

29% 

27 Q 

QWEST 

Fiber Optics 

29-Feb-OO 

X373.913 

46.0000 

99,999.998 

2.9% 

28QCOM 

Qualcom 

Telecom -systems 

29-Peb'OO 

698,CS0 

1433500 

99,999,960 

29% 

29QLGC 

Qtogic 

Electronic Components 

29-Feb<lO 

706,090 

141.6250 

99,999396 

29% 

30 5NWK 

RealNetworks Inc 

Intentet Software 

29-Feb-OO 

1369363 

73.0000 

99399,999 

29% 

31 VIGN 

Vignette Corp 

Internet • application software 

29'l^b-OO 

443328 

2253125 

99,999.996 

29% 

32VRSN 

Verisign 

Computer Data Servers/Syatem 

29-1^-00 

406,401 

246.0625 

100,000,046 

29% 

33VRTS 

Veritas 

Internet • applkation s^tware 

29-Feb4» 

531338 

186.0625 

99,999,978 

29% 

34XIMX 

XUinx Inc 

Electronic Components 

29-PeW» 

1323.488 

7D3S00 

100.000,032 

29% 


Totals: 


“ 

32.195,692 


3399,999548 

1005% 
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I ANNEX 

I Form of Coafirmatjoii 

j To: Jactatooes Ltd 

i From: Bomville Ltd 

i Dale: f),Iunc2UU0 

I .SuhjfCi: Stuck Loan of Teohnologs' Short B:i5kct 

i Dear Sira, 

! The pttipose of this letter is to set forth the terms and conditioiis of the above lejmrchase 

I transaction entered into between ns on the Trade Dee referred to below. This 

j Confirmation supplements and forma part of and is sutgect to the Securities Lending 

I Agreement as entered into between us as of 28 December 1999 as the same may be 

j amended from time to time (the "Agreement^. Ail provisions contained in the 
I Agreement govern this Confirmation except as expressly modified below. Words and 
I phrases defined in die Agreement and used in this Confirmation shall have the same 
I meaning heiein. as in the Agreement 

i 

i 


1. 

Trade Date; 

6 June 2000 

2. 

Securities: 

See attached Schedule A 

3. 

RlCCode: 

See attached Schednle A 

4. 

Borrower: 

Jactetones Ltd 

5. 

Lender 

BamvilleLtd ■ 

6. 

Delivery Date; 

9 June 2000 

7. 

Redelivery Date; 

This transaction will be an “Open Transaction” for 
the purposes of the Agreement 

8. 

Lending Fee; 

Nil 

9. 

Cash Collateral Amount; 

USD3;000,]54.375 

10. 

'Additional Terms; 

Notwithstanding Clause 9 of the Agreement, the 

Borrower shall not be liable to account to fee 


I lender for any income that may arise during the 
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Number of 
Shares 

Trade Price 
in USB 

aoi8 

Purchase Price 
In USD 

Adobe 

i 

j 

jSystcnis Inc 

ADBE 


■ 864,000 

115.6875 

• 99,954.000 


1 

ADCT 


■ 1,418,000 

70.5000* 

‘ 99.969,000 

ADC-} 

^elecomiaiiDicBtions Inc 

AMAT 


• 1,120,000 

893125 

•100,030,000 

Afplie 

I Materials Inc 

AMCC 


■ 936,000 

■106.8125 

- 99,976^00 

Applie 

( Micro Circuits Idc 

AUD 


. 1,733,000 

57.6875 

•99.972,438 

1 

< 

Data Fr^essing 

BRCD 


• 720,000 

138.8750 

•99,990,000 

Bioca^ CommoDlcation Systems 

BRCM 


■ 641,000 

156.0000 

• 99,996.000 

Carp- ClassA 

csco 


- 1,631,000 

613125 

• 100.000.688 

Qscof 

I 

jystems 

DaL 


• 2,238,000 

44.6875 

•100,010.625 

•DellC^mputo’ 

EBAY 


. 1393,000 

71.8125 

■100,034,813 


i 

1 

EMC 


, 1338,000 

65.0000 

• 99,970,000 

EBAY 

inc 

E7EK 


■ 440,000 

227.1230 

• 99,935,000 

EMCC 

joip 

FDC 


• 1,833,000 

54.5625 

. 100.013,063 

£-7ek i>ynamtcs Inc 

INSP 


• 2,010,000 ' 

49.7500 

. 99,997300 

First D^ta Corp 

JDSU 


- 933,000 

JD7.D0DD 

• 100.045,000 

JofoSpe 

I 

(celse 

JNPR 


497,000 

2013750 

100,083.375 

! 

JDS Ui^pbsse Corp 

MFNX 


2.740.000 

363000 

100,010.000 



MU 


U98,000 

77.0625 

100,027.125 

Juniper iNetworks Inc 
! 

NOK 


1,798,000 

55.6250 

100.013.750 

Metrom 

sdia Fiber Networks A 

NTAP 


3,354.000 

73.8750 

100,026,750 

Micron fTcciuiology Inc 

NXLK 


1,232,000 

81.1875 

100,023,000 



ORCL 


1,298,000 

77.0625. 

100,027,125 

Nokia C 

orp-SponADR 






Nerworl 

; Appliance Inc 

PCS 


1,756,000 

56.9375 

99.982.250 



PMCS 


556,000 

180.0000 

100,080,000 

Hexiiia! 

: Communications- A 








SDU 


392,000 

2SS.OOOO 

99,960,000 


^rponttioB 








SUNW 


1,192,000 

83.8750 

99,979,000 

Sprint C 

orp (PCS Group) 


■i- 




PMC-Si 

erralnc 

TER 


1,087,000 

92.0000 

100.004v000 

SDL Inc 


VRTS 


2,484,000 

40.2500 

99,981,000 



VIGN 


801,000 

124.8750 

100,024,875 

Sun Microsystems Inc 






1 

\ 


XLNX 


1.208.000 

82.8125 

100.037.500 

Teradyire Inc 



39.143,000 . 


$ 3.000.154375 

i 

Veritas |loftware Corp 







t 
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Stuber, Laura (HSGAC) 


From: 

Sent: 

To: 

Subject: 

Attachments: 


Staddon John LON [John.Staddon 
Saturday, July 15, 2006 2:52 AM 
Stuber, Laura (HSGAC) 

Reply to your letter 
PDF_from.pdf; PDF_from.pdf 



wMMM == Redacted by the Pemtanent 

Subcommittee on Investigations 


- PRIVATE AND CONFIDENTIAL - 


Dear Ms Stuber, 

With regard to your letter of July 6, 2006, 1 welcome the opportunity to clarify certain matters relating to 
the transactional activity referenced by you. 

However, before addressing each of the specific questions you raise, I think it would be helpful to place 
into context the role that Euram played in the course of these transactions. 

Background and Euram's Role 

Euram (utilizing your definition of the term) is a financial services group, one of the businesses of which 
is a stoictured products operation that among other things provides execution services for third party 
transactions. Soon after its inception in late 1999, Euram was approached by the Quellos organization 
to provide such services for a transactional structure Quellos had developed with US counsel and 
which it had expected to implement with its own client base. Specifically, the structure in question 
(which was generically referred to by Quellos as the "Point" strategy) involved the deployment of two 
offshore entities which would engage in a mutual trading program relating to US publicly traded 
securities (discussed more fully below). This would fonri the setting for a series of subsequent 
transactions involving Quellos clients for whom we understood various advantages, including those of a 
tax nature, were purportedly available as a result. 

It bears stating at the outset that Euram had no involvement in the structure's conceptual development 
and played no part In determining the technical feasibility of the proposed structure or advising or 
assisting Quellos to that effect. Euram did not market the proposed transaction to any potential 
investor and in fact never had any contact with any that participated in the structure. Euram relied upon 
Quellos for assurances that the structure met U.S. tax, legal, and reporting requirements. 

Be that as it may, Euram did assist Quellos in acting as the interface with Barnville and Jaokstones, 
both in relation to the initial trading activity and in connection with the subsequent actions of those 
companies with Quellos clients. In so doing, Euram acted solely on directions of Quellos, including the 
content and timing of all trading activity and the subsequent transactional steps involving Quellos 
clients. 

Euram also assisted Quellos in the production of draft documentation for some aspects of the structure 
which we understand were presented to clients in connection with any transaction. 

Reply to Questions 

Adopting the same formulation as in your letter: 

1. Euram had no direct relationship with any of these entities. Euram was involved in seeking the 


I Permanent Subcommittee ob Investigations 
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services of a third party corporate administrator with suitable contacts in the Isle of Man who 
obtained the use of Bamville and Jackstones for the trading activity in question. Claycroft and 
Dalecroft are known to us as companies that were typically used by the Isle of Man administrator 
(Treskillion Trust Company) as holders of subscriber shares for newly fomned entities. 

1. Euram has no and has never had any ownership interest in any of these entities. Nor did Euram 
control any of them. On one occasion Euram did obtain a power of attorney from the directors of 
Bamville and Jackstones to execute certain transaction documents on their behalf outside of Isle 
of Man working hours. 

2. We believe that Bamville and Jackstones were ultimately held under common beneficial 
ownership, although we do not have personal knowledge of the identity of the beneficial owner or 
owners. We likewise do not know the beneficial owners of Claycroft and Dalecroft. 

3. I will address questions a. - c. collectively since they relate to the same structural features. 
Copies of Bie Purchase Agreements, Securities Lending Agreement and trade confirmations to 
which you refer are attached, (with one exception, as we have been unable so far to locate a 
copy of the Securities Lending Agreement dated June 6, 2000). 

It was always the case that the portfolio of securities traded by and between Bamville and 
Jackstones was of a purely contractual book-entry nature. This was understood by all concerned 
given the dollar values of the portfolios in question. The sale and purchase of the securities were 
accomplished through contractual commitments (the Purchase Agreements and related 
confirmations) which gave rise to legal obligations which were recorded in the entities' respective 
brxiks and records. The settlement of these sale and purchase obligations (of delivery on the 
part of Jackstones and of payment of the purchase price by Bamville) were settled by a process 
of netting with equal and opposite obligations under stock lending transactions (the Securities 
Lending Agreements) entered into between them at the same time. Though the transactions 
occurred off-market, all prices for the constituent shares were determined by reference to market- 
published prices. In response specifically to question 4.b., these amounts are shown on the 
enclosed documents. 

Put another way, Jackstones sold short the underlying securities to Bamville, which it “covered” 
through borrowing those same securities back from Bamville under the stock loan. From 
Bamville's perspective, it was long the stock, but subject to the stock loan with Jackstones. Its 
purchase of those shares from Jackstones was funded by the cash collateral that Bamville was 
due to receive from Jackstones under this stock loan. For Jackstones, this creates a short 
position which renders it liable to re-deliver the stock upon any recall by Bamville or its 
assignee. 

Because the transactions were conducted in this manner through the enclosed documents, no 
physical transfer of shares were made. No transactions took place over any exchange and no 
cash transfers passed between bank accounts of the two companies. This however was always 
understood to be the case; Euram obtained assurances from Quellos that the book-entry nature 
of these transactions had been known by the counsel with whom they developed the strategy and 
that it would be disclosed to any client advisor and opinion provider involved in any subsequent 
implementation. However, Euram acted on directions of Quellos, including the content and 
timing of all trading activity and the subsequent transactional steps involving Quellos clients. 

With respect specifically to question 4.c., Euram had no broader involvement with Bamville other 
than these transactions with Jackstones and so has no knowledge of any other activities of that 
entity and the associated assets and liabilities. 

4. As just described, the stock loan transactions between Jackstones (as borrower) and Bamville 
(as lender) represents the flip side of the structure to the sale and purchase transactions. The 
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same conclusions can be derived regarding the nature of the shares that were the subject of 
those loan transactions. Again, Euram had no broader involvement with Jackstones and so has 
no access to any of its other activities. 

5. It is correct as described above. 

I hope this is helpful in assisting your investigation into these matters. I am happy to expand upon any 
of the above in whatever way I can and would suggest that the best way to do so would be through a 
similar written exchange. 

Yours sincerely, 


John Staddon 


7/24/2006 
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= Redacted by the Peraianent 

Subcoromiltee on Invest! galioiis 

From: Chuck Wilk 

Sent: Thureday, Apnl OB, 2000 10:18 AM 

To: Christopher Hirala 

Subject: FW; Point 


Original Message 

From: John Staddon [mailto: john.staddoni 
Sent: Thursday, April 06, 2000 3:31 AM ^ 
To: Chuck Wilk 
Cc: Raj an Puri 
Subject: RE: Point 


Chuck, 

We will set aside all of tomorrow (Friday) afternoon to go through your 
comments (this afternoon/evening is too congested to give this the time that 
I reckon it will need). If you want to send over any written queries or 
comments ahead of then, please do so. 

Cheers, 

John 


Original Message 

From: Chuck Wilk {mailto; Chuck M _ 

Sent: Wednesday, April 05, 2000 7:25 PM 
To; ’John Staddon' 

Subject: RE: Point 


John, 

Chris^Hirata and I have been through the docxunents and have numerous 
questions and comments. At your convenience, we need to schedule a call to 
review. Please contact Chris (206-613-6723) or me (206-613-6751). 

Than){s, 

Chuck 


-Original Message — - — 

From: John Staddon [mailto: john.staddo 
Sent: Tuesday, April 04, 2000 11:46 AM 
To: Chuck Wilk 
Subject: RE: Point 


1 obviously understand Lew's approach, but there is a commercial risk that 
both you and I know only too well and that is that the client turns round 
under a certain scenario and claims to have been misled as to the nature of 
the share trading between the two loM companies. Speaking for Euram, we 
either need to know that the client and its advisors are aware of how the 
share trades are entered into or, if this is not possible, then we need to 
understand how it is that there will be no possible come back from the 
client at a later stage if everything does not go to plan. 

Timing sound fine from this side. I will put together a draft checklist in 
contemplation of this. In the menatime, copuld you send me a copy of Lew's 
opinion for the file. 
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Thanks, 

John 

Original Message .. 

From: Chuck Wilk [mailto : ChucktBHBHBfc^ 
Sent: Tuesday, April 04, 2000 7:21 PM 
To: 'John Staddon’ 

Subject: RE: Point 


mmb = Redacted by the Permanent 

Subcommittee otUnvestigatio^ 


John, 

Client ready to proceed on or about 4/15. Lew Steinberg does not address 
the share exchange in his opinion because according to him the client should 
not know how the shares were contributd to the SPV. The client is 
introduced to the "product" (i.e. the HYPO structure) and purchases it as a 
high yield investment. 

What do you think is left to be done to execute a sale of the SPV on 4/15? 
Should we produce a pre-closing checklist? 

Thanks, 

Chuck 


Original Message 

From: John Staddon [mailto: jqhn . staddoil 
Sent: Tuesday, April 04, 2000 11:14 AM 
To : chuckW@qcm.com 
Cc: Rajan Puri 
Subject: Point 


Chuck, 

Jeff tells me that you are due to have the client meeting today and I hope 

that all goes well. I imagine that you will have a good feel for timing 

coining out of it and so I will expect a firm indication from you over the 

next 24hrs as to when you will want to pull the trigger. 

Also to that end, I know that Chris has already discussed with Jeff the 
matter of us needing sight of the opinion being issued in connection with 
the structure and, if not dealt with in the opinion, an assurance that the 
client is fully apprised of the nature of the share trading between the two 
Isle of Man companies. Perhaps you could let me know when we can get sight 
of something. 

Thanks, 

John 
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Stuber, Laura (HSGAC) 

From: Staddon John LON [John.Staddon 

Sent; Monday, July 24, 2006 11:13 AM 

To: Stuber, Laura (HSGAC) 

Subject: Reply to letter dated 20 July 2005 

Dear Ms. Stuber, 

With reference to your letter dated My 19, 2006, 1 set out below responses to the questions you raise. 

You are correct. Our dealing was primarily with TriskeHon, who was the administrator for 
Bamville. Jackstones, as you rightly point out, was separately administered by a different 
company, who our records indicate to be Sanne Corporate Services Limited. 

2. We are not aware of other business activities undertaken by Bamville and Jackstones, whether 
between themselves or independently. 

3. As stated in my previous replies to you, we do not have personal knowledge of the ultimate 
beneficial owner or owners of Bamville or Jackstones. What I was in fact suggesting to Mr. 
Wilk in the passage you quote is that if HSBC insisted upon knowing the ideritity of the 
ultimate beneficial owner(s) of those entities, then I would press for disclosure of their identities 
from the Isle of Man administrators. As a hypothetical way to resolve the question, those 
ultimate beneficial owners could then become clients of Euram Bank, which would undertake a 
“know your client” review of them, from which we would then be able to provide an interbank 
assurance as to their reputations and net worth. This never came to pass, and so that process did 
not take place and the individual(s) concerned did not become clients of Euram Bank. We did 
not seek to verify the ownership structure of those entities any further. 

4. The general concern expressed to Quellos in this email (and indeed elsewhere on other 
occasions) was that the book entry nature of the share trading between Bamville and Jackstones 
would be fully disclosed to any clients (or client advisors) to whom Quellos marketed this 
stracture. While we were in no position to assess the technical merits of the structure and in 
particular the putative results for end clients participating m it, we felt it important that clients 
should be aware of this aspect of the overall transaction, and that any opinion which sought to 
describe results that derived in some way from the original share portfolios should address it. 
We were not prepared to accept the risk that the portfolio was described in any other manner, 
or not at all, and which might suggest that the shares were traded on public exchanges. The 
“certain scenario” to which I referred was the potential of a client emtoking on the strategy 
without having first received this disclosure and thereafter claiming a misrepresentation of fact. 
Although our records do not indicate how this discussion was ultimately resolved, I am certain 
that Euram would not have provided its services without having obtained assurances that the 
appropriate disclosures would be made, and for our part we proceeded on that basis. 

5. As stated in response to question 2, we are only aware of the contractual dealings between 
Bamville and Jackstones under the stock purchase and securities lending agreements. We had 
no involvement in the capitalisation of those entities, nor in any other activity that may have 
generated substantial resources. 


■ = Redacted by the Permanent 
Subcommittee on Investigations 
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I hope these responses have been helpful to you and the Subcommittee. 
Yours sincerely, 

John Staddon 


7/24/2006 
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NORM COLEMAN. MiNNESOTA 
TOM CQBUm OKLAHOMA 
LINCOLN CHAFES. RHODE ISLAND 
ROBERT F. SEflKETT, UTAH 
PETE DQMENICI, NEW MEWCO 
JOHN WARNER, VIRGINIA 
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THOMAS R. CARPER, DELAWARE 
MARK DAYTON, MINNESOTA 
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MASK PRYOR, ,«?KANSAS 


MCHAEt 0- BOPP, STAFF CaRECTOR AND CHIEF COUNSEL 
MICHAEL L- ALEXANDER, MINORITY STAFF DIRECTOR 


finite^ States Senate 

COMMITTEE ON 

HOMELAND SECUHITY AND GOVERNMENTAL AFFAIRS 


WASHINGTON, DC 20510-6250 

July 19, 2006 


VIA E-MAIL (John.Staddoni 


Redacted by the Permanent 
Subcommittee on Investigations 


Mr. John Staddon 
Head of Structured Products 
European American Investment Group 
6 Duke Street, St, James’s 
London SW1Y 6BN 
United Kingdom 


Dear Mr. Staddon: 


Thank you for your July 1 5, 2006, e-mail response to our inquiries. We are sorry that you are 
unable to testify at the hearing. We believe you would be able to provide information that would 
be very helpful to the Subcommittee’s inquiry. 

Your responses were very helpful to our understanding of these matters. The Subcommittee very 
much appreciates your willingness to answer the questions and hopes that you will be able to 
clarify a few items and answer additional questions raised by your earlier responses. Given that 
we are attempting to complete our review of this matter very shortly, we would greatly appreciate 
it if you could provide us with responses to as many of these questions as possible before you 
leave for your vacation on July 24lh. 

1 . In your July 1 5th e-mail you stated that “Euram was involved in seeking the services of a third 
party corporate administrator with suitable contacts in the Isle of Man who obtained the use of 
Bamville and Jackstones for the trading activity in question,” and you mentioned that the 
administrator was Triskelion. The Subcommittee has information indicating that Jackstones’ 
directors were employees of Trident Trust and/or Sanne Corporate Services Limited, both of 
which use the same address, which is different from Triskelion’s. Could you please briefly 
expand on your previous explanation and tell us whether Euram perhaps worked through two 
administrators or whether Triskelion may have involved another administrator for Jackstones? 
Any additional information you could provide us about these arrangements would be very 
helpful. 

2. Were Bamville and Jackstones used for any business other than transactions related to the 
POINT strategy? 
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3, In an August 22, 2001 , e-mail to Mr. Wilk (attached), you wrote the following about the 
beneficial owner of Bamville and Jackstones; 

BamNdlle is owned jointly by Claycroft Limited and Dalecroft Limited, both Isle of Man 
companies. Jackstones is wholly owned by Sanne Corporate Nominees Limited. Each of 
these corporate owners are nominee companies controlled and administered by two 
separate trustee and corporate administration operations in the loM. I am not at all keen 
on revealing the ultimate beneficial owner. If there is persistence on it by HSBC, then 1 
guess we can certify that tire person in question is an existing client of Euram Bank and 
that we can testify for his reputation and good standing accordingly. 

It appears that at the time of the e-mail to Mr. Wilk (August 2001) you knew the identity of the 
beneficial owner of Jackstones and Bamville and that it was a client of Euram. Who did you 
understand to be the beneficial owner of Bamville and Jackstones at the time of your e-mail to 
Mr. Wilk? 

If you did not know the identity of the beneficial owner of Jackstones and Bamville, please 
explain what you meant by this statement to Mr. Wilk in your e-mail. 

Who are die two trustee and corporate administration operations referred to in your e-mail as the 
entities that controlled and administered Claycroft Limited, Dalecroft Limited and Sanne 
Corporate Nominees Limited? 

4. In April 2000, you engaged in a series of e-mail exchanges (attached) with Mr. Wilk in which 
you urged that the client in a POINT strategy “be fully apprised of the nature of the share trading 
between the two Isle of Man companies.” When Mr. Wilk informed you that the attorney writing 
the tax opinion did not address the nature of the share exchange in the opinion because the 
attoniey believed that “the client should not know how the shares were contributed to the SPV,” 
you replied to Mr. Wilk with the following: 

“I obviously understand Lew’s approach, but there is a commercial risk that both you and 
I know only too well and that is that the client turns round under a certain scenario and 
claims to have been misled as to the nature of the share trading between the t wo loM 
companies. Speaking for Euram, we either need to know that the client and its advisors 
are aware of how the share trades are entered into or, if this is not possible, then we need 
to understand how it is that there will be no possible come back from the client at a later 
stage if everything does not to plan.” 

With respect to the correspondence cited above (and attached), please describe the “nature of the 
share trading” that you are referring to. 

What is it about the nature of the share trading that you believe is important for the client to 
know? 
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What is the “certain scenario” that you refer to, which might lead a client to claim to have been 
misled as to the nature of the share trading between the two loM companies? 

How were your concents and suggestions resolved? 

5. As far as Euram knows, did either Bamville or Jackstones have access to any substantial 
capital or other resources, other than theirmutual contract rights arising under the stock purchase 
and securities lending agreements, that would enable them to fulfill their obligations to each 
other under those agreements? If so, please identity and describe those resources. 

Please contact me if you would like further clarification regarding our questions. Thank you 
again for your assistance on these matters and I look forward to receiving your responses. 

Sincerely, 

Laura Stuber 

Counsel to the Minority 

Permanent Subcommittee on Investigations 


CL/ls 
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Stuber, Laura (HSGAC) 


From: 

Sent: 

To: 

Subject: 


Staddon John LON [John.Staddor 
Monday, July 24. 2006 1 1 :1 3 AM 
Stuber, Laura (HSGAC) 

Reply to letter dated 20 July 2006 


Redacted by the Permanent 
Subcoimnittee on Investigations 


Dear Ms. Stuber, 

With reference to your letter dated July 19, 2006, 1 set out below responses to the questions you raise. 


1. You are correct. Our dealing was primarily with Triskelion, who was the administrator for 
Bamville. Jackstones, as you rightly point out, was separately administered by a different 
company, who our records indicate to be Sanne Corporate Services Limited. 

2. We are not aware of other business activities undertaken by Bamville and Jackstones, whether 
between themselves or independently. 

3. As stated in my previous replies to you, we do not have personal knowledge of the ultimate 
beneficial owner or owners of Bamville or Jackstones. What I was in fact suggesting to Mr. 
Wilk in the passage you quote is that if HSBC insisted upon knowing the identity of the 
ultimate beneficial owner(s) of those entities, then 1 would press for disclosure of their identities 
from the Isle of Man administrators. As a hypothetical way to resolve the question, those 
ultimate beneficial owners could then become clients of Euram Bank, which would undertake a 
“know your client” review of them, from which we would then be able to provide an interbank 
assurance as to their reputations and net worth. This never came to pass, and so that process did 
not take place and the individual(s) concerned did not become clients of Euram Bank. We did 
not seek to verify the ownership structure of those entities any further. 


4. The general concern expressed to Quellos in this email (and indeed elsewhere on other 
occasions) was that the book entry nature of the share trading between Bamville and Jackstones 
would be fully disclosed to any clients (or client advisors) to whom Quellos marketed this 
structure. While we were in no position to assess the technical merits of the stracture and in 
particular the putative results for end clients participating in it, we felt it important that clients 
should be aware of this aspect of the overall transaction, and that any opinion which sought to 
describe results that derived in some way from the original share portfolios should address it. 
We were not prepared to accept the risk that the portfolio was described in any other manner, 
or not at all, and which might suggest that the shares were traded on public exchanges. The 
“certain scenario” to which I referred was the potential of a client embarking on the strategy 
without having first received this disclosure and thereafter claiming a misrepresentation of fact. 
Although our records do not indicate how this discussion was ultimately resolved, I am certain 
that Euram would not have provided its services without having obtained assurances that the 
appropriate disclosures would be made, and for our part we proceeded on that basis. 

5. As stated in response to question 2, we are only aware of the contractual dealings between 
Bamville and Jackstones under the stock purchase and securities lending agreements. We had 
no involvement in the capitalisation of those entities, nor in any other activity that may have 
generated substantial resources. 
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I hope these responses have been helpful to you and the Subcommittee. 
Yours sincerely, 

John Staddon 


7/24/2006 
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- Redacted by the Permanent 
Subcommittee on Investigations 


From: 

Sent: 

To: 

Subject: 


Jeff Greenstein 

Friday, April 28. 2000 7:52 AM 

’Joh n Stadd on' 

RE;<fl|||mkrdde 



John - sorry the portfolio didn't come through. Attached is a file that has 
the stocks and approximate quantities. I will give you a call shortly to review. 


Original Message 

From: John Staddon (mailto: john. staddon| 
Sent: Friday, i^ril 28, 2000 4:43 AM 
To: Jeff Greenstein; Chuck Wiik 
Cc; Raj an 
Subject: RB: 

Importance: 


Jeff, 

Jeff/ Chuck 


The portfolio details were not attached. Please send over asap and Jeff 
could you confirm which tranche the shares derive from (i.e. the first 
tranche of 28/12/99, 03/01/00 and 28/01/00 or the second tranche of 
28/02/00) . 


I assume that we are looking to execute for 


I today. 


On that basis: 


(a) the call spread and option collars will have an expiry date of 7 August 
2000 (by our reckoning) and, assuming a three business day settlement 
period, the cash settlement will of the options arises on 10 August. 10 
August will also be the date on which the deferred consideration becomes 
payable. Please confirm that this is the basis on which the BoA options will 
be traded. 


(b) the call spread will be traded at some point during the NY business day; 

(c) I will get faxed signatures for the various documents and send them to 
you via fax (the agreements allow for counterparts). 

(d) I will arrange for hard copy originals to be circulated early next week 
(once we have hard numbers as well) . 


Some other factors to note: 

1. 1 still need the names of the entities. 

2. Instead of using Reka, I have set up another Isle of Man company for 
Zilkha (details of which I have faxed to Chris Hirata) - it is called Torens 
Limited. 

3. The bank account details that I sent you over Chuck yesterday for 
Barnville needs to refer to "TRISKCOUSDl” rather than "EUROTCOUSDl". 

4. For the purposes of calculating our fee, please confirm that the 
structure size. 
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Finally, I know that we discussed this for Woody and his trades, but I also 
need confirmation from you Chat and/or his advisers is aware of the 

book entry features of the structure. 


Thanks, 

John 


Original Message 

From: Jeff Greenstein {mailto: jeffc^M|HHR] 
Sent: Friday, April 28, 2000 4:51 AM 
To; 'John Staddon' 

Cc: Chuc k Wilk 
Subject :4|HHBi^trade 


^ mmmmmm = Redacted by the Permanent 
I Subcommittee on Investigations 


John - in preparing the draft documents I have enclosed some approximate 
facts that will likely change slightly prior to execution: 

Stock Basket: 

«. . .» 

Total fair value of purchase: 91,796,000 

Option Prices & terms: 

100 day European cash settled options: 

100% put: 13,530,859 

108% call: 11,382,813 

Pre-paid interest and fees; 1,850,000 

Obviously the cost of the call spread will equal the combination of the 
pre-paid interest and the net debit on the options. This amount will be 
forward to Bank of America. A similar e-mail will be prepared for Woody's 
trade. I will speak with you in the morning but this should provide for you 
to start preparing the documents. Jeff 
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mnitd States ^oiatt 

COMMITTEE ON 

HOMELAND SECURITY AND GOVERNMENTAL AFFAIRS 
WASHINGTON, DC 20510-6250 

June 9, 2006 

VTA TI.S. MAn. & EMAIL TO MARK TAYLOR toark.tavlor 
Mr. Mark Taylor 

Standard Bank Investment Corporation (Isle of Man) Limited 
Standard Bank House 1 
Circular Road 
Douglas, Isle of Man 

Dear Mr. Taylor: 

I am writing to you at the recommendation of Mr. Isaac Sefchovich, Chief Complian 
Officer at Standard New York, Inc. 

Pursuant to its authority under Senate Resolution 50, 109"' Congress, Section 11(e), 
Permanent Subcommittee on Investigations is currently reviewing the use of tax shelters ani 
compliance with anti-money laundering, tax and securities laws and regulations related to 
financial transactions by individuals and domestic and offshore entities. The Subcommittee 
reviewing a series of financial transactions, and documents related to those transactions ind 
the involvement of Triskelion Trust Company Limited (Triskelion). As you know, Triskeli 
owned by Standard Bank Group Limited. The Subcommittee staff would like to discuss the 
transactions and matters identified in the documents with the individuals at Triskelion who 
directly involved, specifically, Mr. Paul Moore. This would enable the Subcommittee to 
understand Triskelion’s account of events, and of equal importance provide Triskelion with 
understanding of the general issues and particular matters of most interest and concern to tl 
Subcommittee. 

Subcommittee staff would also like to meet with Mr. Paul Moore to gain a better 
understanding of Triskelion’s organization and operations, including the services Triskelio: 
provides, its due diligence processes, including how clients are identified and approved, an 
firm’s interactions with financial institutions and investment banking groups. We would a’ 
hope to understand how the laws and regulations of other jurisdictions impact the services 
provided to clients firom those jurisdictions. 

Thank you for your attention to this matter. Please contact me at (202) 224-jUif 
have any questions about this request and to coordinate a convenient meeting time. 






Sincerely, 

Laura Stuber 
Counsel to the Minority 
Penn?'”'^^ an Invest! erations 

cc; Mr. Isaac Sefchovich, Chief 
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Standard Bank Offshore Group Limited 


Strictly Private & Confidential 
Ms Laura Stuber - Counsel to the Minority 
United States Senate 
Committee on Homeland Security 
and Govermental Affaires 
Washington, DC 20510-6250 


StandanS Bank House Tei: +44 (0)1624 643643 

One Circuiar Road Fax: +44 (0)1624 643&00 

Douglas E-mail: sblom@standardbank.aHm 

isle of Man Website; www.sboff.cc«m 

IM1 1SB 


14th June 2006 
Dear Ms Stuber 


Triskelion Trust Company Limited ("Triskelion") 

I refer to your letter of 9 June 2006, addressed to Mr Mark Taylor. 

As the Permanent Subcommittee on Investigations (the "Subcommittee") has no jurisdiction 
over Triskelion,We regret that we are unable to be of assistance in relation to the 
Subcommittee's investigations. 

We will, of course, fully cooperate with a request or Order from any competent authority. 


Yours sincerely 


Shirley Foley 

Senior Compliance Manager 
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ISLE OF MAN 


PRIVATE COMPANY LIMITED BY SHARES 


MEMORANDUM 

and 

ARTICLES OF ASSOCIATION 
of 

BARNVILLE LIMITED 


A Private Company adopting Table A with modifications 
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THE COMPANIES ACTS, 1931 TO 1993 
ISLE OF MAN 

PRIVATE COMPANY LIMITED BY SHARES 

MEMORANDUM OF ASSOCUTION 
OF 

BARNVILLE UMITED 


1 . The name of the Company is:- Bamville Limited 

2. The Company is a private Company. 

3. The liability of the members is limited. 

4. The share capital of the Company is £2,000 divided into 2,000 shares of £1 each. 

5. The shares in the original or any increased capital may be divided into several classes, 
and there may be attached thereto respectively any preferential, deferred or other special 
rights, privileges, conditions or restrictions as to dividend, capital, voting or oth«wise. 


We, the subscribers to this memorandum of association - 

(a) wish to be formed into a company pursuant to this memorandum; 

(b) agree to take the number of shares shown opposite our r^pective names; 

(c) declare that all the requirements of the Companies Acts 1931 to 1993 in respect 
of mattras relating to registration and of matters precedent and incidental thereto 
have been complied with. 


'a I » IhS/wL/ 



No. Names, Addresses aad Description of Subscribers 


No. of Shares 
taken by each 
Subscriber 



19 Mount Havelock 
Douglas 

Isle of Man Private Company One 



19 Mount Havelock 

Douglas 

Isle of Man 


Director 


Private Company 


One 


Total Number of Shares taken 


Tvifo 


Dated this 11th day of February 


WITNESS to fee above signatures: 

A Nicholson 
26 Meadow Crescent 
Ashbourne Park 
Braddan 
Isle of Man 



1998 


Administrator 
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Company number 



THE COMPANIES ACTS 1931 TO 1993 

Form of Annual Retnrn of a Company having a Share Capital 

(other than a company limited by guarantee) pumiant to sections 107 and 340 of die Companies 
An 1931 (as amended) 

Annual Return of BarnvUle Umited 


made up to the 12th day of February 2001 
bemg the company's return date 

The Address of the Registered Office of the Compaay is as foliows : 


19 Mount Havelock 

Douglas 

Isle of Man 


Sectiflf 1 


Prmcipal trade or business tamed on by the company since the last annual return (or incorporation 
if this IS the first annual return) 

INVESTMENTS 


Is there a non resident company declaration or a certificate under section 9 (2) of the Non Resident 
Company duty 1986 in force m respect of the Company _ 

If the answer to the last question is YES 

(a) has the central management and control of the company been m file Isle of Man at any time smee 

the last annual return (or incorporation if this is the first annual return) N/A 

(b) has the company derived any income from any property, trade, business or other source m the Isle 
of Man since the last annual return (or mcorporation if this is the first annual retum)N/A 


Has the company been a stakeholder as defined in section 20 of the Timeshare 
Act 1996 al any time since the last annual return date, or, if no annual return has 
been previously delivered, at any time since incorporation’ 

If the answer to the last question is YES and the company is a company lunited by shares 

(a) has the company issued shares fully paid up m cash of the minimum 

nominal value required by section 109(3B)(a) of the Companies Act 1931*^ N/A 

(b) docs the company hold indemnity insurance for such sum and m respect of such 
liabilities as are specified in section l09(3BXb) of the Companies Act 1931’ N/A 


Total amount of mdebtedness of the Company in respect of al! mortgages and charges of the kind which 

are required to be registered with the Registrar of Companies 


Presented by 


CoSecPac 


Triskdisn Trust Company Lunited 
19 MOUNT HAVELOCK 
DOUGLAS 


Permapept Subcoroimttee on Investigations 

EXHIBIT #66 -FN 220 


GENERA RIGISTRV 1.0 M 

COMPANIES REGISTRY 


INITIALS 

DATE 

FILED 

c 
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Section 2 


Annual Return of BarnvUle Limited 
made up to the 12tli day of February 2001 

Authonsed Share Capital 
£ 2000.00 Divided into 

2000 ordinary Shares of £1.00 

1 Nitfr^cro! shares of ochclas uLen tip U> ibedaic of this reuim 

2 Norrtwr of shares of each class issued subject to payment srtsdlv m cash 

3 Number of shares of each class issued as fully paid up for a eonstdefation other than cash 

4 Nun*er of shares o) each class issued u paftl> paid up for a considcfauon 
other ^3fl cash and the extent to vrhich each atch share is so paid up 

5 Number of shares (if any) ot each class issued al a dtieounl 

6 Anwunt of discount on die isotf of shuts has not been written off 

7 Amount per share called up on nianfaer ol shares of each class 

g Total amount of calls received including paymenu on applicaucsi and allotment 

9 Total amount fif tnyj agreed to be considered as paid on number of shares 
of each class issued as fully jaid lor consideration other than cash 

1 0 T«al amount (.tf »oyJ ap«d to be considered as paid iw nun*cr of shares 
ol ea^h class issued as partly paid for conshierattem other than cash 

1 1 Total amount ot calls unpaid 

12 Total amount ot sums tif anyi paid by way of commission in respect of any 
Glares or debentiots 

1 3 Toul amount of the sums (ri any) allowed by way of discount m reflect of 
anv debentures since the date of the last annual return 

14 Total nunterofdiaresot eaehctass forfeited 

15 Total affCkunt paid Uf tnylon sham (orfeited 

lb Total amount ol shares tor which share warrants to bearer ere outstanding 

17 Total amount of share warrants to bearer surTendered rnce ta>t retom 
I7a Toul amount of share warranis to bearer issued since last return 

1 8 Number of shares ct»rvn>ed m each sharv warrant to bearer, spectfying m the 
case of warrants of dilTereni Linds, particulars of each kind 


Amonat/ShaFe Nand^ Clasa 


Nil 


Nil 


ordinary 

CHdm»y 




Nil 




Nil 


k 

) 00 

2 

ordinary 

i 

200 


oidinaiy 


Nil 


Nil 

Nil 

Nil 

Nit 

Nii 

Nil 

Nil 

Nil 

Nil 

Nil 


Private Compuiy 

CertlHcate to be given by a Private Company 


I OKttfy thal Con^y has not since the date of ^ 
any Aares or debentures of the Company 

/' 

(Signature) /• 

{State imther Director or Secretary) 



mual Return invitation to the public to subsenbe for 


^911 


CoSetPac 
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Aannal Retnni of : Barn'FUie Limited 


SectioaB 


made ap to the llth day of February 2001 


Folio in 

register Name nd Address 
o! 

merrfwn; 


List of past aad present members 

NunAerofsiuresor Paiticulin ofsharcs transferred smce the dale of the last 

.mouil (.fsBxl. laid 'd'™' «. ill tkc ose ofllK flm mum. of Ha incorwralion 

byinouamgraudar of tht tomptny tiy (■Ipeisom wkmo soil oarabm andft) 

Kdiaoimm. peiKdawhohavciauediolaiTaniais 

Number HI (bt Remark* 


CLAYCROFT riiycroft Limited. Id Mourn Havelock. 100 ordmaiy 

Douglas, Isle of Man 

DALECROFT D^etrofl Lirmtcd. 19 Mount HavelocV, 100 ordwafy 

Douglas Isle of Man 

N. 


mm 

CoSecPac 
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Aodob] Retunai ef : B&ravUle Ljnuted 
made ap to tile iStodayofF^raaryZOOl 

Particuiars of dw directors of ^ contpacy at the date of the renim 
Name Mr Paui Moore 

Address Crofton, West Baldwin. Isle of Man. IM4 5ET 

Name MS Ann Nicholas 

Addros 26 Meadow Crescent. Asl^oume Part:. Bradi^ Isle of Man 

Name Mrs Pamela Ana Young 

Address Crwik Veg. Qien Road. CeBjy, Isle of Man 

The Sectetary/Seemanes of the company at the of this return 

Name Mr Paul Moore 

AddrcH Crofton. West Baldwin, ldeofMan.IM4 SET 


SectiOBd 


Occupation Cbstcred AecDununr 
NatioealHy Bntnh 

Occupation Conswny Admimsini!' 
Nadoflidity anutit 

OempattoB Chtnerrd Accoununt 
Nationality mwk 




i/We certify this return SefbansXU & 4 

(Signatorel y' 4^"^ 

(Stato whether Director. Manager w Secretary) 


CoSecFac 
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No. of Company , 


1834B-f 


The Companies Acts, TF31-1 974 





• ISADS 023 00 03.00 n of. 

DECLARATION OF COMPLIANCE WITH 
REQUIREMENTS OF THE COMPANIES ACT, 1931, 

ON APPLICATION FOR REGISTRATION OF A 
COMPANY. 


Pursuant to Section 15 (2) 


NAME OF 
COMPANY; 

Presented by: 


DALECROFT LIMITED 

✓ 

GENERAL REGISTRY, tSlE OF STO 


SHELLING TUCKER MOORE & CO., 
P.O. BOX 23, 

VICTORY HOUSE. 
PROSPECT HILL, 
DOUGLAS. 




Registered in the Registry 
for Joint Slock Companies 
this/?^ay of fniCr- 198( 
at • 

C-CoOiJU 

Assistant Chief Registrar 


t, Neville Cooper Billington of 

DreemsKella, St Judes Road, Sulby, Isle of Man DO solemnly 
and sincerely declare That I am a person named in the Articles of 
Association as Secreta^ of Daiecroft Limited ' 

And that all requirements o( the Companies Acts, 1931-1974 in respect of 
matters precedent to the Registration of the said Company and incidental 
thereto have been complied with And I make this solemn declaration 
conscientiously believing the same to be true and by virtue of the provisions 
of the Evidence Act, 1871. 

DECLARED at DOUGLAS ; 
this/4^^day : 

19 : 

Before me ; 


MAD? 23i OOGOiOl Of. 


A COMMISSIONER FOR (I Permagenf Subcomnuttee on Inv^tlgations 

1 EXfflBIT #66 - FN 221 
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No. of Comptny'. 


The Companies Acts, 



DECLARATION OF COMPLIANCE WITH 
REQUIREMENTS OF THE COMPANIES 0 0 0 ’ 0 P ” 0' 

ON APPLICATION FOR REGISTRATION ”OF A 
COMPANY. 


Pursuant to Section IS (2) 


NAME OF 
COMPANY : 


CLAYCROFT LIMITED / 


Presented by: 


SNELLING TUCKER MOORE & CO.. 
P.O. BOX 23, 

VICTORY HOUSE. 
PROSPECT HILL, 
DOUGLAS. 


GENERAL REGISTRY, ISLE OF MAN 

Registered in the Registry 
for Joint Stock Companies 

-A 


this of M&. 19?/ 

at No.ai^fFV - 

r.,J. COIQJUf 

Assistant Chief Registrar 


I, Neville Cooper Billington of 

Oreemskella, St Judes Road, Sulby, Isle of Man DO solemnly 
and sincerely declare ^that I am a person named in the Articles of 
Association as Secretary of Claycroft Limited.^ 

And that all requirements of the Companies Acts. 1931-1974 in respect of 
matters precedent to the Registration of the said Company and incidental 
thereto have been compiled with And I make this solemn declaration 
conscientiously believing the same to be true and by virtue ot the provisions 
of the Evidence Act. 1871. 

DECLARED at DOUGLAS 
this of 

19 



Before me: ^ 


A COMMISSIONER FOB 


Fermanept Subcommittee on Investigations 

EXfflBIT #66 - FN 221 


0 u i 


OF. 
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1834B 


Z 


THE COMPANIES ACTS, 1931 to 1974 

18110 = 

ISLE OF MAN 

18 AU? 


018 

019 


0025.00 1 OF. 

0020.00 n CD. 


PRIVATE COMPANY LIMITED BY SHARES 


MEMORANDUM OF ASSOCIATION 
OF 

DALECROFT LIMITED 


1 The name of the Company is "DALECROFT LIMITED". 

2 The Registered Office of the Company will be situate in the Isle of Man. 

3 The objects for which the Company is established are 

(1) To acquire, whether in the Isle of Man or elsewhere, by purchase, exchange, 
lease, hire, concession, grant, licence or otherwise such stocks, shares, 
debentures, debenture stock, bonds, obligations or securities of any 
government state or authority or of any body corporate or unincorporate, 
lands, buildings, hereditaments, easements, leases, rights, privileges, 
concessions, patents, patent rights, trade marks, copyrights, licences, 
processes, formulas, machinery, plant, stock-in-trade, policies of assurance 
and such other real or personal property, rights and interests as the Company 
shall deem fit, but so ^at the Company shall not have power to deal or traffic 
therein but may acquire and hold the same for the purpose of investment only 
and with a view to holding and mtuiaging the same and receiving the income 
therefrom. If from time to time it shall be found necessary or advisable for 
the Company to realise all or any part of its property or assets the Company 
shall have power to do so, but any surpluses or deficiencies arising on or from 
such realisations shall be dealt with as capital surpluses not available for the 
payment of dividends or as capital deficiencies which shall be charged against 
capital account. 

(2) To act as nominee or agent either solely or jointly for any person or persons, 
company, corporation, government, state or province, or for any municipal or 
other authority or public body, to undertake the office of and act as trustee, 
executor, administrator, manager, agent, or attorney of and or for any person 
or persons, company, corporation, government, state, colony, province, 
dominion, sovereign or authority, supreme, municipal, local or otherwise and 
generally to undertake, perform and discharge any trusts or trust agency 
business, and any office of confidence or in any capacity recognised by the 
laws of any country as constituting the representation of, or the title to 
administer all or any part of the estate of a deceased person. 


Permanen t Subcommittee on Investiratinns 

EXHIBIT #66 -FN 222 
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(3) In particular, and without limiting tf>e generality of the above, to act as 
judicial and custodian trustees for the purposes of the Settled Lands Act, 
trustees for the holders of debentures and debenture stock, to act as a trust 
corporation within the meaning of the Trustee Act, 1961, or any act or acts 
amending or re-ertacting or replacing the same, to act as administrators of the 
properties of married women minors and lunatics, and to act as manager and 
treasurers, guardians of infants, and commissioners of persons of unsound 
mind, receivers and liquidators. 

(4) To hold in trust as nominees or trustees of any person or persons, body of 
persons, committee, society, company, corporation, government, state or 
province, or of any municipal or other authority or public body and, as 
nominees or trustees deal with, manage and turn to account any real and 
personal property of alt kinds and in particular shares, stocks, debentures, 
debenture stock, bonds, securities, and investments of alt classes, policies, 
annuities, book debts, claims, and choses in action, lands, buildings, 
hereditaments, business concerns and undertakings, mortgages, charges, 
patents, licences, and any interest in real or personal property and any claims 
against sudi property or against any person or company. 

(5) To hold, administer, sell, realise, invest, dispose of, and deal with the moneys 
and property, both real and personal, and to carry on, manage, sell, realise, 
dispose of and deal with any business comprised or included in any estate of 
which the Company are executors or administrators or in any trust of which 
the Company are trustees, or of which the Company are administrators, 
receivers, managers or liquidators. 

(6) As nominees, agents, trustees or in any fiduciary capacity whatsoever to 
purchase, or otherwise acquire, hold or dispose of any real or personal 
property, rights or interests and generally to do such things as could in the 
performance of such offices or capacities be done by a natural person or 
persons. 

(7) To undertake the office of receiver, treasurer, or auditor, and to keep for any 
joint stock companies or corporate bodies or for any government, state, 
province, municipality or other authority however and wherever constituted, 
any register relating to stocks, shares, debentures, debenture stock, securities, 
obligations and other issues and to undertake any duties in relation to the 
registration of transfers, the issue of certificates or otherwise, and generally 
to act as secretaries, registrars and transfer agents. 

(8) To make deposits, enter into recognizances and bonds, or otherwise give 
security for the due execution of the offices and perform all the duties of 
executors, administrators, trustees, managers, treasurers, guardians, 
committees, receivers, liquidators, or any other office duties or appointment 
of the company. 

(9) To develop, cultivate, extend and expand any or all of the Company's property 
or any estate or interest therein as may be thought necessary or convenient 
for the purposes of or in connection with the Company's business or any part 
thereof or in the execution by the Company of any fiduciary office or 
capacity. 

(10) To take part in the formation, management, supervision or control of the 
business or operations of any company or undertaking, and for that purpose to 
appoint and remunerate any Directors, accountants, or other experts or 
agents. 
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(11) To transact or carry on all kinds ol agency business, and in particular in 
relation to the investment of money, the sale of property and the collection 
and receipt of money. 

(12) To purchase, build, hire, charter, or otherwise own, hold, use and dispose of 
but not to deal in vessels, ships, aircraft, hovercraft, hydrofoils, motor 
vehicles, railways, and any other forms or systems of transport and their 
appurtenances. 

(13) To grant licences or concessions over or in respect of any property or rights of 
the Company. 

(14) To receive money, securities and property for safe custody or mamagement and 
to act as custodians, attorneys, nominees, trustees, bailees or agents. 

(15) To borrow or raise or secure the payment of money for the purposes of or in 
connection with the Company's business. 

(16) To mortgage and charge the undertaking and all or any of the real and personal 
property and assets, present or future, and all or any of the uncalled capital 
for the time being of the Company and to issue at par or at a premium or 
discount and for such consideration and with and subject to such rights, 
powers, privileges and conditions as may be thought fit, debentures or 
debenture stock, either permanent or redeemable or repayable, and 
collaterally or further to secure any securities of the Company by a trust deed 
or other assurance. 

(17) To issue debentures, debenture stock, bonds, obligations and securities of all 
kinds, and to frame, constitute and secure the same, as may seem expedient, 
with full power to make the same transferable by delivery, or by instrument of 
transfer or otherwise and either perpetual or terminable, and either 
redeemable or otherwise and to charge or secure the same by trust, deed, or 
otherwise on the undertaking of the Company or upon any specific property 
and rights, present and future of the Company (including, if thought fit, 
uncalled capital) or otherwise howsoever. 

(18) To issue and deposit any securities or property which the Company has power 
to issue or deposit by way of mortgage to secure any sum and also by way of 
security for the performance of any contract or obligation of the Company or 
of its customers or of any other persons or corporations as the Company may 
deem fit. 

(19) To receive money, securities and property on deposit or loan upon such terms 
as the Company may approve. 

(20) To make loans and advances to customers and others at interest or without 
interest and with or without security and upon such terms as the Company may 
approve. 

(21) To draw, make, issue, accept, endorse, negotiate, discount, purchase and 
execute Promissory Notes, Bills of Exchange and other transferable or 
negotiable instruments. 

(22) To guarantee the contracts of customers and others and generally to carry on 
and transact every kind of guarantee and indemnity business. 

(23) To facilitate, promote and encourage the creation, issue or conversion of 
debentures, debenture stock, bonds, obligations, shares, stocks and securities, 
and to act as trustees in connection with any such securities and to take part 
in the conversion of business concerns and undertakings into companies. 
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(24) To employ experts to investigate and examine into the conditions, prospects, 
value, character and circumstances, of any business concerns and undertakings 
and generally of any assets, property or rights. 

(25) To constitute any trusts with a view to the issue of preferred and deferred or 
any other special stocks or securities based on or representing any shares, 
stocks, or other assets specifically appropriated for the purposes of any such 
trust, and to settle and regulate, and, if thought fit, to undertake and execute 
any such trusts, and to issue, dispose of, or hold any such preferred, deferred 
or other special stocks or securities. 

(26) To give any guarantee in relation to the payment of any debentures, debenture 
stock, bonds, obligations or securities and to guarantee the payment of 
interest thereon or of dividend on any stock or shares of any company. 

(27) To undertake, create, declare and execute any Trusts. 

(28) To erect, construct, lay down, enlarge, alter, and maintain any roads, railways, 
tramways, sidings, bridges, reservoirs, shops, stores, factories, buildings, 
works, plant and machinery necessary or convenient for the Company's 
business, and to contribute to or subsidise the erection, construction, and 
maintenance of any of the above. 

(29) To grant pensions, allowances, gratuities and bonuses to officers, ex-officers, 
employees or ex-employees of the Company or its associates, subsidiaries or 
predecessors in business or the dependants or connections of such persons, to 
establish and maintain, or concur in establishing and maintaining trusts, funds 
or schemes (whether contributory or non-contributory) with a view to 
providing pensions or other benefits for any such persons as aforesaid, their 
dependants or connections and to support or subscribe to any charitable funds 
or institutions, the support of which may, in the opinion of the Directors, be 
calculated directly or indirectly' to benefit the Company or its employees, and 
to institute and maintain any club or other establishment or profit-sharing 
scheme calculated to advance the interests of the Company or its officers or 
employees. 

(30) To effect, purchase, sell and maintain policies of insurance whether whole life 
or life endowment or term policies on the lives of members, ex-members, 
officers, ex-officers, employees, ex-employees of or other persons having 
dealings with the Company. 

(31) To invest and deal with the moneys of the Company not immediately required 
for the purposes of its business in or upon such investments or securities and in 
such manner as may from time to time be determined. 

(32) To pay for any property or rights acquired by the Company and to remunerate 
any person or company either in cash or specie, or by the allotment of fully or 
partly paid-up shares, debentures or other securities which the Company has 
power to issue credited as paid-up in full or in part or otherwise, with or 
without preferred or deferred or guaranteed rights in respect of dividends or 
interest or repayment of capital or otherwise or partly in one mode and partly 
in another and generally on such terms as the Company may determine. 

(33) To accept payment for any property or rights sold or otherwise disposed of or 
dealt with by the Company, either in cash or specie by instalments or 
otherwise, or in fully or partly paid-up shares of any company or corporation, 
with or without deferred or preferred or guaranteed rights in respect of 
dividend or repayment of capital or otherwise, or in debentures or mortgage 
debentures or debenture stock, mortgages, or other securities of any company 
or corporation, or partly in one mode and partly in another, and generally on 
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such terms as the Company may determine, and to hold, dispose of or 
otherwise deal with any specie, shares, stock or securities so acquired. 

(34) To vest any real or persona! property rights or Interest acquired by or 
belonging to the Company in any person or company on behalf of or for the 
benefit of the Company, and with or without any declared trust in favour of 
the Company. 

(35) To pay out of the funds of the Compiany all expenses which the Company may 
lawfully pay with respect to the formation and registration of the Company or 
the issue of its capital, including brokerage and commissions for obtaining 
applications for or taking, placing or underwriting or procuring the 
underwriting of shares, debentures or other securities of the Company. 

(36) To subscribe for, take, or otherwise acquire and hold shares, stock, debentures, 
or other securities of any other company having objects altogether or in part 
similar to those of the Company, or carrying on any business capable of being 
conducted so as directly or indirectly to benefit the Company. 

(37) To enter into any partnership or joint-purse arrangement or arrangement for 
sharing profits, union of interests or co-operation with any company, firm or 
person carrying on or proposing to carry on any business, and to acquire and 
hold, sell, deal with or dispose of shares, stock or securities of any such 
company, and to guarantee the contracts or liabilities of or the payment of the 
dividends, interest or capital of any shares, stock or securities of and to 
subsidise or otherwise assist any such company. 

(38) To enter into any arrangements with any Governments or Authorities 
(supreme, municipal, local or otherwise) or any Corporations, Companies or 
persons that may seem conducive to this Company's objects or any of them, 
and to obtain from any such Government, Authority, Corporation, Company or 
persons, any charters, contracts, decrees, rights, privileges and concessions 
which the Company may think desirable and to carry out, exercise and comply 
with any such charters, contracts, decrees, rights, privileges, and concessions. 

(39) To obtain any provisional order or Act of Tynwald or Act of Parliament for 
enabling the Company to carry any of its objects into effect, or for effecting 
any modification of the Company's Constitution, or for any other purpose 
which may seem expedient, and to oppose any proceedings or applications, 
which may seem calculated, directly or indirectly, to prejudice the Company's 
interests. 

(40) To carry on any other trade or business whatsoever which can, in the opinion 
of the Board of Directors, be advantageously carried on by the Company in 
connection with or as ancillary to any of the above businesses or -die general 
business of the Company. 

(41) To acquire, undertake or participate in the whole or any part of the business, 
property and liabilities of any person, firm or company carrying on, 
participating in or proposing to carry on or participate in any business which 
the Company is authorised to carry on, or which is possessed of property 
suitable for the purposes of the Company, or which at the commencement of 
such acquisition, undertaking or participation appears to the satisfaction of 
the majority of the Directors of the Company to be a suitable business for the 
Company to acquire, undertake or participate in and for the avoidance of 
doubt it IS hereby declared that the Company may be a proprietor, co- 
proprietor, partner or participator in any style or form of business, 
partnership, limited partnership or joint venture in whatsoever name 
conducted. 
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(42) To establish or promote or concur in establishing or promoting any other 
company whose objects shall include the acquisition and taking over of all or 
any of the assets and liabilities of this Company or the promoting of which 
shall be in any manner calculated to advance directly or indirectly the objects 
or interests of this Company, and to acquire and hold or dispose of rfiares, 
stock or securities of and guarantee the payment of the dividends, interest or 
capital of any shares, stock or securities issued by or any other obligations of 
any such company. 

(43) To sell, improve, manage, develop, turn to account, exchange, let on rent, 
royalty, share of profits or otherwise grant licences, easements and other 
rights in or over, and in any other manner deal with or dispose of the 
undertaking and all or any of the property and assets for the time being of the 
Company in such manner and for such consideration as the Company may think 
fit. 

(44) To amalgamate with any other company, whether by sale or purchase (for fully 
or partly paid-up shares or otherwise) of the undertaking, subject to the 
liabilities of this or any such other company as aforesaid, with or without 
winding up or by sale or purchase, (for fully or partly paid-up shares or 
otherwise) of all or a controlling interest in the shares or stock of this or any 
such other company as aforesaid, or by partnership, or any arrangement of the 
nature of partnership, or in any other manner. 

(45) To distribute among the members in specie any property of the Company, or 
any proceeds of sale or disposal of any property of the Company, but so that 
no distribution amounting to a reduction of capital be made except with the 
sanction, if any, for the time being required by law. 

(46) To do all or any of the above things in any part of the world, and either as 
principals, agents, trustees, contractors or otherwise, and either alone or in 
conjunction with others, and either by or through agents, sub-contractors, 
trustees or otherwise. 

(47) To procure the Company to be registered or recognised in the United Kingdom 
or in any British Colony or Dependency or in any foreign country or place. 

(48) To do all such other things as are incidental or conducive to the above objects 
or any of them. 

And it is hereby declared that the objects specified in each paragraph of this Clause 
shall except where otherwise expressed in such paragraph, be independent main 
objects and shall be in no wise limited or restricted by reference to or inference 
from the terms of any other paragraph or the name of the Company. 

4. The liability of the members is limited. 

5. The share capital of the Company is £2,000 divided into 2,000 shares of £1 each. 

The Shares in the original or any increased capital may be divided into several 
classes, and there may be attached thereto respectively any preferential, deferred 
or other special rights, privileges, conditions or restrictions as to dividend, capital, 
voting or otherwise. 
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WE, the several persons whose names, addresses and descriptions are subscribed, 
are desirous of being formed into a Company, in pursuance of this Memorandum 
of Association, and we respectively agree to take the number of shares in the 
Capital of the Company set opposite our respective names. 


No. Names, Addresses and Descriptions of Subscribers 


No. of Shares 
taken by each 
Subscriber 


1. NEVILLE COOPER BILLINGTON 
Dreemskella 
St nude's Road 
Sulby 

Isle of Man Chartered Accountant One 


2 . 


Cj-iA-oJ 'SLt.-u — '^*'<4*0 

RICHARD LAWFORD DUNCAN TUCKER 
7 Balladoyne 
St Johns 

Isle of Man Chartered Accountant 


One 


Total Number of Shares taken 


Two 


Dated this day of 1981 

WITNESS to the above signatures - 


K. 3. CHRISTIAN 
Briar Dene 
Little Switzerland 
Douglas 
Isle of Man 




Secretary 


GENERAL REGISTRY, ISLE OF MAN 

Registered in the Registry 
for Joint Stock Companies 
this/iPday of 19 ?/ 

at . 

acxaUL 

Assistant Chief Registrar 
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18345 - 2 - 


THE COMPANIES ACTS, 1931 to 197i» 


ISLE OF MAN 

ISAl'- 

C25 

Gn?5.G0 n 

OF. 

PRIVATE COMPANY LIMITED 

BiYASHARd^S’ 

0 02 0 OOH 

CD, 


MEMORANDUM OF ASSOCIATION 

OF 

CLAYCROFT LIMITED 


1 The name of the Company is "CLAYCROFT LIMITED". 

2 The Registered Office of the Company will be situate in the Isle of Man. 

3 The objects for which the Company is established are 

(1) To acquire, whether in the Isle of Man or elsewhere, by purchase, exchange, 
lease, hire, concession, grant, licence or otherwise such stocks, shares, 
debentures, debenture stock, bonds, obligations or securities of any 
government state or authority or of any body corporate or unincorporate, 
lands, buildings, hereditaments, easements, leases, rights, privileges, 
concessions, patents, patent rights, trade marks, copyrights, licences, 
processes, formulas, machinery, plant, stock-in-trade, policies of assurance 
and such other real or personal property, rights and interests as the Company 
shall deem fit, but so that the Company shall not have power to deal or traffic 
therein but may acquire and hold the same for the purpose of investment only 
and with a view to holding and managing the same and receiving the income 
therefrom. If from time to time it shall be found necessary or advisable for 
the Company to realise all or any part of its property or assets the Company 
shall have power to do so, but any surpluses or deficiencies arising on or from 
such realisations shall be dealt with as capital surpluses not available for the 
payment of dividends or as capital deficiencies which shall be charged against 
capital account. 

(2) To act as nominee or agent either solely or jointly for any person or persons, 
company, corporation, government, state or province, or for any municipal or 
other authority or public body, to undertake the office of and act as trustee, 
executor, administrator, manager, agent, or attorney of and or for any person 
or persons, company, corporation, government, state, colony, province, 
dominion, sovereign or authority, supreme, municipai, local or otherwise and 
generally to undertake, perform and discharge any trusts or trust agency 
business, and any office of confidence or in any capacity recognised by the 
laws of any country as constituting the representation of, or the title to 
administer all or any part of the estate of a deceased person. 
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(3) In particular, and without limiting the generality of the above, to act as 
judicial and custodian trustees for the purposes of the Settled Lands Act, 
trustees for the holders of debentures and debenture stock, to act as a trust 
corporation within the meaning of the Trustee Act, 1961, or any act or acts 
amending or re-enacting cw replacing the same, to act as administrators of the 
properties of married women minors and lunatics, and to act as manager and 
treasurers, guardians of infants, and commissioners of persons of unsound 
mind, receivers auid liquidators. 

(4) To hold in trust as nominees or trustees of any person or persons, body of 
persons, committee, society, company, corporation, government, state or 
province, or of any municipal or other authority or public body and, as 
nominees or trustees deal with, manage and turn to account any real and 
personal property of all kinds and in particular shares, stocks, debentures, 
debenture stock, bonds, securities, and investments of all classes, policies, 
annuities, book debts, claims, and choses in action, lands, buildings, 
hereditaments, business concerns and undertakings, mortgages, charges, 
patents, licences, and any interest in real or personal property and any claims 
against such property or against any person or company. 

(5) To hold, administer, sell, realise, invest, dispose of, and deal with the moneys 
and property, both real and personal, and to carry on, manage, sell, realise, 
dispose of and deal with any business comprised or included in any estate of 
which the Company are executors or administrators or in any trust of which 
the Company are trustees, or of which the Company are administrators, 
receivers, managers or liquidators. 

(6) As nominees, agents, trustees or in any fiduciary capacity whatsoever to 
purchase, or otherwise acquire, hold or dispose of any real or personal 
property, rights or interests and generally to do such things as could in the 
performance of such offices or capacities be done by a natural person or 
persons. 

(7) To undertake the office of receiver, treasurer, or auditor, and to keep for any 
joint stock companies or corporate bodies or for any government, state, 
province, municipality or other authority however and wherever constituted, 
any register relating to stocks, shares, debentures, debenture stock, securities, 
obligations and other issues and to undertake any duties in relation to the 
registration of transfers, the issue of certificates or otherwise, and generally 
to act as secretaries, registrars and transfer agents. 

(8) To make deposits, enter into recognizances and bonds, or otherwise give 
security for the due execution of the offices and perform all the duties of 
executors, administrators, trustees, managers, treasurers, guardians, 
committees, receivers, liquidators, or any other office duties or appointment 
of the company. 

(9) To develop, cultivate, extend and expand any or all of the Company's property 
or any estate or interest therein as may be thought necessary or convenient 
for the purposes of or in connection with the Company's business or any part 
thereof or in the execution by the Company of any fiduciary office or 
capacity. 

(10) To take part in the formation, management, su^rvision or control of the 
business or operations of any company or undertaking, and for that purpose to 
appoint and remunerate any Directors, accountants, or other experts or 
agents. 
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(11) To transact or carry on all kinds of agency business, and in particular in 
relation to the investment of money, the sale of property and the collection 
and receipt of money. 

(12) To purchase, build, hire, charter, or otherwise own, hold, use and dispose of 
but not to deal in vessels, ships, aircraft, hovercraft, hydrofoils, motor 
vehicles, railways, and any other forms or systems of transport and their 
appurtenances. 

(13) To grant licences or concessions over or in respect of any property or rights of 
the Company. 

(lit) To receive money, securities and property for safe custody or management and 
to act as custodians, attorneys, nominees, trustees, bailees or agents. 

(15) To borrow or raise or secure the payment of money for the purposes of or in 
connection with the Company's business. 

(16) To mortgage and charge the undertaking and all or any of the real and personal 
property and assets, present or future, and all or any of the uncalled capital 
for the time being of the Company and to issue at par or at a premium or 
discount and for such consideration and with and subject to such rights, 
powers, privileges and conditions as may be thought fit, debentures or 
debenture stock, either permanent or redeemable or repayable, and 
collaterally or further to secure any securities of the Company by a trust deed 
or other assurance. 

(17) To issue debentures, debenture stock, bonds, obligations and securities of all 
kinds, and to frame, constitute and secure the same, as may seem expedient, 
with full power to make the same transferable by delivery, or by instrument of 
transfer or otherwise and either perpetual or terminable, and either 
redeemable or otherwise and to charge or secure the same by trust, deed, or 
otherwise on the undertaking of the Company or upon any specific property 
and rights, present and future of the Company (including, if thought fit, 
uncalled capital) or otherwise howsoever. 

(18) To issue and deposit any securities or property which the Company has power 
to issue or deposit by way of mortgage to secure any sum and also by way of 
security for the performance of any contract or obligation of the Company or 
of its customers or of any other persons or corporations as the Company may 
deem fit. 

(19) To receive money, securities and property on deposit or loan upon such terms 
as the Company may approve. 

(20) To make loans and advances to customers and others at interest or without 
interest and with or without security and upon such terms as the Company may 
approve. 

(21) To draw, make, issue, accept, endorse, negotiate, discount, purchase and 
execute Promissory Notes, Bills of Exchange and other transferable or 
negotiable instruments. 

(22) To guarantee the contracts of customers and others and generally to carry on 
and transact every kind of guarantee and indemnity business. 

(23) To facilitate, promote and encourage the creation, issue or conversion of 
debentures, debenture stock, bonds, obligations, shares, stocks and securities, 
and to act as trustees in connection with any such securities and to take part 
in the conversion of business concerns and undertakings into companies. 
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(24) To employ experts to investigate and examine into the conditions, prospects, 
value, character and circumstances, of any business concerns and undertakings 
and generally of any assets, property or rights. 

(25) To constitute any trusts with a view to the issue of preferred and deferred or 
any other special stocks or securities based on or representing any shares, 
stocks, or other assets specifically appropriated for the purposes of any such 
trust, and to settle and regulate, and, if thought fit, to undertake and execute 
any such trusts, and to issue, dispose of, or hold any such preferred, deferred 
or other special stocks or securities. 

(26) To give any guarantee in relation to the payment of any debentures, debenture 
stock, bonds, obligations or securities and to guarantee the payment of 
interest thereon or of dividend on any stock or shsu-es of any company. 

(27) To undertake, create, declare and execute any Trusts. 

(28) To erect, construct, lay down, enlarge, alter, and maintain any roads, railways, 
tramways, sidings, bridges, reservoirs, shops, stores, factories, buildings, 
works, plant and machinery necessary or convenient for the Company's 
business, and to contribute to or subsidise the erection, construction, and 
maintenance of any of the above. 

(29) To grant pensions, allowances, gratuities and bonuses to officers, ex-officers, 
employees or ex-employees of the Company or its associates, subsidiaries or 
predecessors in business or the dependants or connections of such persons, .to 
establish and maintain, or concur in establishing and maintaining trusts, funds 
or schemes (whether contributory or non-contributory) with a view to 
providing pensions or other benefits for any such persons as aforesaid, their 
dependants or connections and to support or subscribe to any charitable funds 
or institutions, the support of which may, in the opinion of the Directors, be 
calculated directly or indirectly to benefit the Company or its employees, and 
to institute and maintain any club or other establishment or profit-sharing 
scheme calculated to advance the interests of the Company or its officers or 
employees. 

(30) To effect, purchase, sell and maintain policies of insurance whether whole life 
or life endowment or term policies on the lives of members, ex-members, 
officers, ex-officers, employees, ex-employees of or other persons having 
dealings with the Company. 

(31) To invest and deal with the moneys of the Company not immediately required 
for the purposes of its business in or upon such investments or securities and in 
such manner as may from time to time be determined. 

(32) To pay for any property or rights acquired by the Company and to remunerate 
any person or company either in cash or specie, or by the allotment of fully or 
partly paid-up shares, debentures or other securities which the Company has 
power to issue credited as paid-up in full or in part or otherwise, with or 
without preferred or deferred or guaranteed rights in respect of dividends or 
interest or repayment of capital or otherwise or partly in one mode and partly 
in another and generally on such terms as the Company may determine. 

(33) To accept payment for any property or rights sold or otherwise disposed of or 
dealt with by the Company, either in cash or specie by instalments or 
otherwise, or in fully or partly paid-up shares of any company or corporation, 
with or without deferred or preferred or guaranteed rights in respect of 
dividend or repayment of capital or otherwise, or in debentures or mortgage 
debentures or debenture stock, mortgages, or other securities of any company 
or corporation, or partly in one mode and partly in another, and generally on 
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such terms as the Company may determine, and to hold, dispose of or 
otherwise deal with any specie, shares, stock or securities so acquired. 

(3») To vest any real or persona! property rights or interest acquired by or 
belonging to the Company in any person or company on behalf of or for the 
benefit of the Company, and with or without any declared trust in favour of 
the Company. 

(35) To pay out of the funds of the Company all expenses which the Company may 
lawfully pay with respect to the formation and registration of the Company or 
the issue of its capital, including brokerage and commissions for obtaining 
applications for or taking, placing or underwriting or procuring the 
underwriting of shares, debentures or other securities of the Company. 

(36) To subscribe for, take, or otherwise acquire and hold shares, stock, debentures, 
or other securities of any other company having objects altogether or in part 
similar to those of the Comptuiy, or carrying on any business capable of being 
conducted so as directly or indirectly to benefit the Company. 

(37) To enter into any partnership or joint-purse arrangement or arrangement for 
sharing profits, union of interests or co-operation with any company, firm or 
person carrying on or proposing to carry on any business, and to acquire and 
hold, sell, deal with or dispose of shares, stock or securities of any such 
company, and to guarantee the contracts or liabilities of or the payment of the 
dividends, interest or capital of any shares, stock or securities of and to 
subsidise or otherwise assist any such company. 

(38) To enter into any arrangements with any Governments or Authorities 
(supreme, municipal, local or otherwise) or any Corporations, Companies or 
persons that may seem conducive to this Company's objects or any of them, 
and to obtain from any such Government, Authority, Corporation, Company or 
persons, any charters, contracts, decrees, rights, privileges and concessions 
which the Company may think desirable and to carry out, exercise and comply 
with any such charters, contracts, decrees, rights, privileges, and concessions. 

(39) To obtain any provisional order or Act of Tynwald or Act of Parliament for 
enabling the Company to carry any of its objects into effect, or for effecting 
any modification of the Company's Constitution, or for any other purpose 
which may seem expedient, and to oppose any proceedings or applications, 
which may seem calculated, directly or indirectly, to prejudice the Company's 
interests. 

(40) To carry on any other trade or business whatsoever which can, in the opinion 
of the Board of Directors, be advantageously carried on by the Company in 
connection with or as cincillary to any of the above businesses or the general 
business of the Company. 

(41) To acquire, undertake or participate in the whole or any part of the business, 
property and liabilities of any person, firm or company carrying on, 
participating in or proposing to carry on or participate in tiny business which 
the Company is authorised to carry on, or which is possessed of property 
suitable for the purposes of the Company, or which at the commencement of 
such acquisition, uridertaking or participation appears to the satisfaction of 
the majority of the Directors of the Company to be a suitable business for the 
Company to acquire, undertake or participate in and for the avoidance of 
doubt it is hereby declared that the Company may be a proprietor, co- 
proprietor, partner or participator in any style or form of business, 
partnership, limited partnership or joint venture in whatsoever name 
conducted. 
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(42) To establish or pwomote or concur in establishing or promoting any other 
company whose objects shall include the acquisition and taking over of all or 
any of the assets and liabilities of this Company or the promoting of which 
shall be in any manner calculated to advance directly or indirectly the objects 
or interests of this Company, and to acquire and hold or dispose of shares, 
stock or securities of and guarantee the payment of the dividends, interest or 
capital of any shares, stock or securities issued by or any other obligations of 
any such company. 

(43) To sell, improve, manage, develop, turn to account, exchange, let on rent, 
royalty, share of profits or otherwise grant licences, easements and other 
rights in or over, and in any other manner deal with or dispose of the 
undertaking and all or any of the property and assets for the time being of the 
Company in such manner and for such consideration as the Company may think 
fit. 

(44) To amalgamate with any other company, whether by sale or purchase (for fully 
or partly paid-up shares or otherwise) of the undertaking, subject to the 
liabilities of this or any such other company as aforesaid, with or without 
winding up or by sale or purchase, (for fully or partly paid-up shares or 
otherwise) of all or a controlling interest in the shares or stock of this or any 
such other company as aforesaid, or by partnership, or any arrangement of the 
nature of partnership, or in any other manner. 

(45) To distribute among the members in specie any property of the Company, or 
any proceeds of sale or disposal of any property of the Company, but so that 
no distribution amounting to a reduction of capital be made except with the 
sanction, if any, for the time being required by law. 

(46) To do all or any of the above things in any part of the world, and either as 
principals, agents, trustees, contractors or otherwise, and either alone or in 
conjunction with others, and either by or through agents, sub-contractors, 
trustees or otherwise. 

(47) To procure the Company to be registered or recognised in the United Kingdom 
or in any British Colony or Dependency or in any foreign country or place. 

(48) To do all such other things as are incidental or conducive to the above objects 
or any of them. 

And it is hereby declared that the objects specified in each paragraph of this Clause 
shall except where otherwise expressed in such paragraph, be independent main 
objects and shall be in no wise limited or restricted by reference to or inference 
from the terms of any other paragraph or the name of the Company. 

4. The liability of the members is limited. 

5. The share capital of the Company is £2,000 divided into 2,000 shares of £1 each. 

The Shares in the original or any increased capital may be divided into several 
classes, and there may be attached thereto respectively any preferential, deferred 
or other special rights, privileges, conditions or restrictions as to dividend, capital, 
voting or otherwise. 
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WE, the several persons whose names, addresses and descriptions are subscribed, 
are desirous of being formed into a Company, in pursuance of this Memorandum 
of Association, and we respectively agree to take the number of shares in the 
Capital of the Company set opposite our respective names. 


No. of Shares 

No. Names, Addresses and Descriptions of Subscribers taken by each 

Subscriber 


1 . 




NEVILLE COOPER BILLINGTON 

Dreemskella 

St 3ude's Road 

Sulby 

Isle of Man Chartered Accountant 


One 


2 . 


RICHARD LAWFORD DUNCAN TUCKER 
7 Balladoyne 
St 3ohns 

Isle of Man Chartered Accountant 


One 


Total Number of Shares taken 


Two 


Dated this day of 1981 

WITNESS to the above signatures - 


K. 3. CHRISTIAN 
Briar Dene 
Little Switzerland 
Douglas 
Isle of Man 


K 1 


Secretary 


GENERAL RE'GISTRY. ISLE OF MAH 

Registered in the Registry 
for Joint Stock Companies 
this/fAdjy of W)405'f'198l 
at No.2.l?4-S. 

Assistant Chief Registrar 





No. of Company 


18346 '-/ 


The Companies Acts 1931-1974 

18W5 021 0 003.00 n OF. 

SUBSCRIBERS’ RESOLUTION APPOINTING THE 
FIRST DIRECTORS OF THE COMPANY 


NAME OF COMPANY ... DALECROFT, LIMITED 


WE, the undersigned being the subscribers of the above named Company 
HEREBY appomt the following persons to be the first Directors of the 
Company 


David Henry CELLING 
The Old Vicarage 
Santon 
Isle of Man 

Chartered Accountant 


Richard Lawford Duncan TUCKER 

Kiondroughad 

Balladoyne 

St Johns 

Isle of Man 

Chartered Accountant 


Paul MOORE 

13 Ballaughton Manor Hill 

Braddan 

Isle of Man 


Chartered Accountant 

GENERAL REGISTRY, ISLE OF MAN 

Registered in the Registry 
for Stock CiOTpanies 
this^Ssy of 
at 

, CLcQ2|j4’ 

fAssistent Chief Registrar 




14th August 1981 
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No. of CompanJj.g.24j.^..a, ^ 

The Companies Acts 1931-1974 



IMA 


SUBSCRIBERS' RESOLUTION APPOINTieiG THE 8 COL'iflO^ OF. 
FIRST DIRECTORS OF THE COMPANY 


NAME OF COMPANY 


WE, the undersigned b^ng the subscribers of the above named Company 
HEREBY appoint ttte foHowmg persons to be the first Directors of the 
Company 


David Henry SNELLING 
The Old Vicarage 
Santon 
Isle of Man 

Chartered Accountant 


Richard Lawford Duncan TUCKER 

Kiondroughad 

Balladoyne 

St Johns 

Isle of Man 

Chartered Accountant 


Paul MOORE 

13 Ballaughton Manor Hill 

Braddan 

Isle of Man 


Chartered Accountant 
GENEaAL REGISTRY, ISLE OF MAN 

Registered in the Registry 
for Joint Steel; Companies 
thisWdsy of WiS" ■ 18 W 

at 4. 

Assistant Chief Registrar 





14 th August 1981 \ '\ J SMbeom m ittee on Investigations 

R L ty'TucKer* I EXfflBIT #66 - FN 223 




2149 


No. of company / S ‘ 

“THE COMPOTTK act, 1931” 


•uL F or. 


FORM OF ANNUM. RETURN OF A COMPANY HAViNQ A 
»iARE CAPITAl. 


eOMPMIES 

REeiSTRATION 


aa required by Pan IV of the Companies Act, 1931. 


Annual return of 'rt‘C%U££Uftf».f;.'TT 


lathe dayof . rnOdV.CArs 19^.5 

louileanth day after the date of the Ural or only Ordinary General Meeting 1^9.?'?). 

THE ADDRESS OF THE REGISTERED OFFICE OF THE COMPANY ISAS FOLLOWS 

P.O,Box 23, Victory House 

Prospecl Hill, Douglas, Isle of Man jr 


.. Limited, made up 
19'^.% (being the 


Summary ol Share CM>ltal and Shares' 

t Twa.. 

Shares of £* j each 

, Total Number of Shares taken up** to the ... .A^Jr^day of.,....Cr>.CiCCfr>. 19.'ft3 ( 

being the date of the Return (which number must agree with the total shown in the < 

Jlst as held by existing members) f .Jf-.*- 

, Number of Shares issued subject to payment wholly In cash 

Number of Shares issued as fully paid up otherwise than in ca^ ' y ... 

. Number of Shares issued as partly paid up to the extent of. .. pef share [ 

otherwise than in cash ’ 

. tNumber of Shares (If any) issued at a discount 

Total amount of discount on the issue of Shares which has not been written off at the (g - 

date of this Return > 

IThere has been called up on each of 2-, Shares 


§Total amount of Calls received, including payments on application and allotment ... 

. Total amount (If any) agreed to be considered as paid on Shares Ig - 

which have been issued as fully paid up otherwise than In cash i 

Total amount (if any) agreed to be considered as paid on Shares | 

which have been issued as partly paid up to die extent of pef h£ 

Share otherwise than In cash J 

. Total amount of Calls unpaid £ 

. Total amount of the sums (If any) paid by way of Commission in respect of any Shares I _ 

or debentures or allowed by of discount In respect of any debentures since the >£.. 

date of the last Return 

. Total number of Shares forfeited - 

. Total amount paid (if any) on Shares forfeited £ 

. Total amount of Shar^ for which Share Warrants to bearer are outstanding £ .-r 

. Total amount of Share Warrants to bearer issued and surrendered I issued ... £ 

respectively since the date of the last return i Surrendered ... £ - 

. Number of Shares comprised in each Share Warrant to bearer .-r...... 

. Total amount of the indebtedness of the Company in to^»ect of all mortgages and 
charges of the kind which are required (or. In the case of a Company registered 
In Scotland, which, if the Company had been registered In England, would be £....<V.<L.... 
required) to be registered with toe Registrar of Companies under the Companies Act, 

1931. 

NOTE. — Banking Companies must add a list of ai! their places of businen. 

^ Return must be signed at the End by a Director or by the Manager or Secretary of the Company. 


> Wft»M v SAwM ai9*nm hmU » MWimtt (t 9 . Pntmvtta Ohummt. orttamfSpj mn m iwmlxtf 
t S'tha SAarM va at omram kMa. mam aaaafata/r 

t Wfiara aarlm/a wiminta A*v* Ama eaimg, cr Mra am SAvta af gtaaram kMa. atala mam taparatalr. 

I lialuaa wliai Am aaan raeahead an tarfaaaa aa wa« m <»• aaitUng Snaraa 


ana noaanat vakim aapantatr. 


Delivered for filing by . ■ 


SNELUNa MOO 

.. 


B. A Nx. Ufl. 






2150 


LM of Pofsoiw holding Shan* In ....r35S3WS};^SSS.Tr}. 

Umlfed, mi the day of ...Cnp-TStni H.&'a* 

the cate of the ffrat Return) of the Incorporation of the Company, showing Iheh Names and 
N.B. — H ttm names in this list are not arranged in aiphebetical order, an index suffleierrt to enable 


Fdieifi 

Ftogtsttf 

Uo9«r. 

contemirm 

Ptrtieular* 

NAMES. ADDAESSeS AM> OCCUPATIONS 


ChnstUof Name 

AddroM 


\ 


f^/atv^^ULJS 

Oreemskctla. St Judes Road 
Sulby Bridge, Uie of Msa 


t 



P O Bdx 23, Victory House 


■■ 



P.O Box 23, Victory Houso 



SustSgl A l/vtc. 


P.O. Bor 23, ‘/’.I-.*** !ouse 













































. 


























































Copy of last Audited Balance Sheet of the Company 


N07E-^ ExMpt whir* th» Company m (i} ■ “PrivaM {^mpany" wHpht tha maanino of Action M of Ota Cempaniaa Act, iftSt. tHia Rotum 
RHhM •nektoa a wnttM copy, cartitHHi by ■ Otraeier or tita Managar e« Seerataiy cO tha Company to ba a fnta copy. o> tha iMf balanea 
ahoM timt^ haa baan ainbtati by Uta Campaior'a AwPitort {inctiHKftg awry daeuinant ra«)uirad by law to ba aanaxatf ttiarato} lopattiar 
will a copy of Of rapert sf tba aubibNa Htaraon (otNtifiap at afemaiOi. ana if amy autit tatanea abaat a m a fonrign fangwm ttiara 
muai aUw ba wtaatwo to K a Oan^at^n Omaot In Engliatt eartcftaO in eta i^pwrfbM mannar to ba a corraet tnuialauon H tba ukI laat 
balafwa iMmI am mn compty with Ot» raqulnmaota of Ota law aa in fsroa at tba Oioa. of ttia audl! with moact to Ota fcffm of balMtea rttaata 
Otoia BHftt ba «naeN» attcb aodiinna fa mO etmiacttena m fba aaKf copy as •khiM htva baan nKpiltafil to ba maoa m Ota mNI batmea ^laat 
in KtMr to RHOia it QtunfMy with Oia asM! raquitomanta, and Ota fact that Ota aald <»py has boon go amandsd muat ba alaiad tharaon. 
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and of persons who have held Shares therein at any lime since the dale of the last Return, or (In 
Addresses, and an Account of the Shares so held. 

the name ol any peraon in the list to be readily lound mu$t be annexed to this list. 


ACCOUNT OF SHAmS 


*Numbarot Shares ss» oi »» t*u nstiim. w im ew um ta hstyn. y im ^ 

k._>,u t. . B*s ftfit t*4 tMT Ti> ^ ttM IncwwnttM ®f Um J"* nsturs} «rt Ht* Meorpcmilmt Ol 0»* 

M«mb^ Irt datlfot ^ ““*** ^ ^ REMARKS 

^***”'^ t Data of RMkSlratian a. l I Date of Raaniraiion 




< ths tfBt* of RsglttHitien of Mch Tnuistsr kf b« biwhi as utM as «hs NtimtMr ot Shares iraRsfemM on eseft data. The P^ieulsrs 
should Oe pieced opposite dte name et ttw Transtamr. and not eaposita that et <ha TramftHree, but the Ratne <rf Uia TraRsterea Ruiv be 
inserted in ine "Remarks'’ column IfimedtaMHr ei^sita the partieulais ot each Transter 
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Anmial return of ^ ... 

.Umlti^iMde 

to the .. . dejr of C^CgfC-'r^ 19 

lourteenUi day after the date of Ihe firat or only Ordinary General Meeting In 19.S3). 

THE ADDRESS OF THE REGISTERED OFFICE OF THE COMPANY ISAS FOLLOW 

... P.QxBpii 2?..Xltlarv >Jau£e. ............. 

Prospect. H^}^,.ppug}^^s..ls!^^.9/,^^ao. . * 


Ihli 


Summary of Shart Ca^tal and Sharat' 


1. Nominal Share Capital, E...2iOC>=?.^C0vided into* 


....'Z^saCaCr?..../^ 

^SharesofE* 


2 Total Number of Shares taken up* to the /rkz. day of..... ......19^31 

being the date of the Return (which number must agree with the total shown in the 
list as held by existing members) 

3 Number of Shares issued sub}ect to payment wholly in cash 

4 Number of Shares issued as fully paid up otherwise than in cash 

5. Number of Shares issued as partly paid up to the extent of per share 

otherwise than in cash 


each 


..z 

’"’z 


7 


6 tNumber of Shares (if any) issued at a discount 


8. Total amount of discount on the Issue of Shares which has not been written off at the 
dale of this Return X 


9. 4:There has been called up on each of J2. 

10 . 

11. „ „ 


Shares 

.. / ... 


12. §Totat amount of Calls received, including payments on application and allotment ... 

13. Total amount (if any) agreed to be considered as paid on Shares 

which have been issued as fully paid up otherwise than In cash 


14 Total amount (if any) agreed to be considered as paid on Shares 

which have been issued as partly paid up to the extent of I^r 

Share otherwise than in ca^ 


15. Total amount of Calls unpaid 

16 Total amount of the sums (If any) paid by way of Commission in respect of any Shares 
or debentures or allowed by way of discount In respect of any debentures since the 
date of the la^ Return 


17. Total number of Shares forfeited 






... 



18. Total amount paid (if any) on Shares forfeited 

19. Total amount of Shares for which Share Warrants to bearer are outstanding 

20. Total amount of Share Warrants to bearer issued and surrendered { Issued 

respectively since die date of the last return I Surrendered ... 

21. Number of Shares comprised in each Share Warrant to bearer 

22. Total amount of the indebtedness of the Company in respect of all ntortgages and 

charges of the kind which are required (or, in the case of a Company registered 
in Gotland, which. If the Company had been registered in England, would be 
r^uired) to be registered with the Registrar of Companies under the Companies Act, 





NOTE. — Baidcing Companlee must add a list of an their places of business. 

The Return must be signed at the End by a Director or by the Manager or Secretary of the Company. 

* WMr* mn M SfMiwt ct Oilkttm kiiHft or amouirtt /* « , rrtlvfwie* PrOlMir, or Ct cncr Spl fttt* 0it Aum6«f antf nomlntf ratim* aoparttHtr. 

f Bto Sfmot oro of cBAmmi tM*. mw rnMnlBiy. 

t Wimo rarim emtmta tev* Mm caHatf, or tftar* oto Starva of ifittoroot afaia Iftam twaraM^. 
f loehiOo whm hn ra eaw mO on lorfmMtf at wofi at an ailwms Sit»ro$ 


Delivered for filing by 

— F,XmBTT#66-FN224 

IF.T.O. 

S. V Ha. US 
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2 



U$t of Panmt bolding Sham In ..Q.lJFi«l.CrSo.?rX^. 

Umlted, on the day of ... ITT* .. . . ■!9?3., 

tha eaaa of the flrat Rahim) of ttia Incorporation ol Hw Company, ahowing thalr Namet and 
N.B. — n th» names in this list are not arranged in alphabetical order, an index satflcient to enable 


HAUCS. ADOhESSCS UNO OCCUPATIONS 


cc»oPS«» 


LYti 







M07f— E«e*^ m* Coir^tny n (tj t “PnvaHi Com^ny*' wriltm tht mwuMhB oi Saetoft 2C Bt lh» CwnMtiiat Act, tMt. I?ii» Ratum 
must inshida a wnlMfi copy, eartitiad by • Dmeior or by lha MsnsBor w Saeratary ol tha Comoaay lb ba a Irua copy, ol Ria last balanca 
tnaal whi^ has baati iwdiiad by tha Mmpafty't AuOittKt (melodtAB aaary daewnont laquirad by law to ba annaxad tbwaby) taoathar 
wrth a copy ot tha raport of Uta auditors tharaon (eaniliad as atefasaaO, and il any such telanca shaai • in a toralon landnBa Ihont 
most also ba annaxad to ii a banalabon tharaot iti English cartiinsd in tha waaonbad msmiar to ba a eonact tnsnslalKm tl bia said last 
balanca shaa) dto not comply wUh Oia ratRtiiamsnte of bit law as m lOfcs M Via data, of lha audd with ra^aei M tha tom of toilanca ^taata 
thna must b# mada such addittons to amt corvaelioiv m lha wtd copy aa would hava baan mpuifad to ba mada in tha aaid batons ahaat 
in erdar to maha it wtttt tha said raquifomanto, and tot tael thsi Vw atitt conr hat baon ae amandad must ba slattd tharaon 
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PartictrfjBrt of tfw *Olnieiors of . 


L56 
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Company number 


18346 


iniE COMPANIES ACTS 1931 TO 1993 

Form of Annual Return of a Company having a Share Capital 

(other than a comiany limited by guarantee) pursuant to secnons 1 07 and 340 of the Conganies 
Act 1931 (as amended) 

Annua! Return of : BALECROFT LIMITED 


made up to the 14th day of January 2000 
being the company's letnm date 

The Address of the Registered Office of the Company is as follows : 


19 MOUNT HAVELOCK 

DOUGLAS 

ISLE OF MAN 


Section I 


Principal trade or business earned on by the eompany sinec the last annual return (or mcoiporation 
if this is the first annual return) 

NOMINEE 


Is there a non resident company declaration or a certificate under section 9 (2) of the Non Resident 
Company duty 1986 m force m respect of the Company 
If the answer to the last question is YES. 

(a) has the central management and control of the company been in the Isle of Man at any time since 

the last annual return (or incorporation if this is the first annual return) N/A 

(b) has the company denved any income from any property, trade, busmess or other source in the Isle 
of Man since Ihe last annual return (or mcotporation if this is the first annual retum)N/A 


Has the company been a stakeholder as defined m section 20 of the Timeshare 
Act 1996 at any time since the last annual return date. or. if no annual return has 
been previously delivered, at any time since incorporation'’ 

If the answer to the last question is YES and the company is a company limited by shares 

(a) has the company issued shares fully paid up in cash of die minimum 

nominal value required by section l()9(3B)(a)oftheCompaniesAct 1931? N^A 

(b) does the company hold indemnity insurance for such sum and m respect of such 
liabilities as are specified in section 109(3B)(b)of1he Companies Act 1931? N/A 


Total amount of indebtedness of the Company m respect of all mortgages and charges of die kind which 
are required to be registered with the Registrar of Companies 


Presented by Trisktiion Trust Company Limited 

19 MOUNT HAVELOCK 

DOUGLAS 

GENERAL REGISTRrilSM 

COMPANIES REGISTRY 


INITIALS 

DATE 

FILED 


/J 


Permanent Subcommittee on Tnv^tigations 

EXfflBIT #66 - FN 226 












2158 


Sectioo 2 

Annual Return of . DALECROFT LIMITED 
made up to the 14th daji of JaBuary 2000 
Authonsed Share Capital 



£ 2000.00 Divided into :> 


Amooot/^pre 

NBaatMsr 

Class 


2000 Ordinary Shares of £1.00 





! 

Nurr^ of shares of each class t^en to the date of diis recuni 



2 

Ordinary 

2 

Number of shares of wh class issi»d subject to iMyment wholly m cash 



2 

Ordmary 

5 

Nund>er of shares of each class issued as fully paid up for a consideration otluo than cash 



Nil 


4 

Nundief of shares ofea^ class issued as partly paid up foraconsideraaon 



Nil 



other than cash and the extent to which each such share is so paid up 





5 

Number of sbai« (if any) of class issued at a diwount 



Nil 


6 

Amcmnt of discount on the issue shares which has not been written off 



Nil 


7 

Amount p<7 share calt«3 up on number of shares of each class 

£ 

100 

2 

Ordinary 

8 

Total amount of calls received including paymoits on application and allotment 

£ 

200 


Ordinuy 

9 

Toral amount (if anyl agreed to be oiRsidered as paid on nundier of shares 



Nil 



of each clau i»ued as fully paid fw consideration other than cash 





10 

Tc^l amount fif any) agreed lo be considered as paid on number of shares 



Nil 



of each claw issued as partly paid for cuisidention other than cash 





n 

Tou) amount of calls unpaid 



Nil 


12 

Toud amount of sums (if any) paid by way of commtssion in respMt of any 



Nil 



shares or debenture 





li 

T(Mal amount of the sums (it viy) allowed by way of diseomt in re^ci of 



Nil 



luiy debennires since the date of the last annual renim 





14 

Total number of shares of each class forfeited 



Nil 


)S 

Total amount paid (if any) on shares forfetied 



Nil 


16 

Total amount of shares for which share warrants to bearer are outstanding 



Nil 


17 

Total amount of share warrants to bearer surrendered since last return 



Nit 


1 7a 

Total unount of share warrants to bearer issued since last return 



Nil 


18 

Nun^ of shares compnsed in each share warrant to bearer, specifying in the 



Nil 



east of wiRints of dif^ni kinds, pnoculvs of each kind 


Privtte Company 

Certificate to be given by a Private Company 

( certify that C<»npffiiy has not since the date of the iast Annual Return issued any invitatton to the pitoltc to subscnbe for 
any shares or debentures of the Company 

(Signature) 

(Ststfe whetoer Otrector or Secretary) 



CoSecPac 
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AbbbuI Return of : DALECROFT UMITED 


Sections 


made np to the I4th day of January 2000 


Foho in 

register Name and Adtfrcss 
o! 

ITKRdKtS 


List of past and present members 


Numbc? of shafts or 
anxHBtt of stock held 
by an existing nember 
attteteofre^ 


Particuivs of shuts tnmsfared snce the date ol the last 
retom. or, m die cbk of the Rrsi tetum. of die incffiponitKW 
Dl die coR^y. by (a) pmons who are stili members, and (b) 
persons who have ceased to be meirdiers 


CLAYCRCMT CJa)Wott Limited. 19 Mount Havelock, 
Dou^as, Isle of Man 

MOOREP Mr Moore, Croflwi, West Baldwin, Isle 
ofMan,lM4 5ET 



100 


iOO 


Number (al 

Ordinary 

Ordinary 


n» 


Remarks 


CoSecPnc 



2160 


ABSoalRetnrBof: DALECROFT LIMITED 
made np to the 14th day of Janoary 2000 


Section 4 


Psiticulan of the direetors of the coin>any at the date of the retura 


Name 

Address 

Mr Paul Moom 

Crofton. West Baldwin. Isle of Man. 1M4 SET 

Oceo^timi rtunered Accountant 
Nationality British 

Name 

Address 

Mn Pamela Ann Yoimg 

Cronk Veg, Glen Ro»i, Colby. Isle of Man 

Ot^mjpation dtanered Aentuntant 
Nationality Manx 

Naim 

Address 

MS Ann Nicholson 

26 Meadow Cre»:ent, Ashbourne Paik, Braddan, Isle of Man 

Occupation Con^iiuiy Adnunistratr 
Nationality Qnush 

The Searetaiy/Sccretanes of dje con^aoy at die date of this return 

Name E P Seemtan^ Limited 

Addrm Europlan House, 1 9 Mount Havelock. Douglas. Isle of Man 



iWe certify this return which compnses Sections 1.2J&4 


(Signature) ^ 

(State whether Director, Manager of SecrSUry) 




CoSecPac 
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Company number 


IS345 


THE COMPANIES ACTS 1931 TO 1993 

Form of Annual Return of a Company having a Share CapitiJ 

(other than a company limited by guarantee) puiauant to sections 107 and 340 of the Companies 
Act 1931 (as amended) 

Annual Return of . CLAYCROFT LIMITED 


made up to the 14th day of Jannary 2000 
bemg the company's return date 

The Address of the Registered Office of the Company is as follows ; 


19 MOUNT HAVELOCK 

DOUGLAS 

ISLE OF MAN 


Section 1 


Principal trade or business earned on by the company since the last annual return (or incorporation 
if this IS the first annual return) 

NOMINEE 


Is there a non resident company declaration or a certificate under section 9 (2) of the Non Resident 
Company duty 1986 m force in respect of the Company 
If the answer to the last question is YES 

(a) has the central management and control of the company been m the Isle of Man at any time since 

the last annual return (or incorporation if this is the first annual return) N/A 

(b) has the company denved any income from any property, trade, business or other source in the Isle 
of Man since the last annual return (or incorporation if this is the first annual return )N/A 


Has the company been a stakeholder as defined in section 20 of the Timeshare 
Act 1996 at any time since the last annual return date, or. if no annual return has 
been previously delivered, at any time smee incorporahon’ 

If the answer to the last question is YES and the company is a company limited by shares : 

(a) has the company issued shares fully paid up m cash of the minimum 

nominal value required by section l09(3BXs)of the Companies Act 1931? N/A 

(b) does the company hold indemnity insurance for such sum and in respect of such 
liabilities as are specified m section 109(3B)(b) of the Companies Act 19317 jq/A 


Total amount of indebtedness of the Company m respect of all mortgages and charges of the kind which 
are required to be registered with the Registrar of Companies 


Presented by 

Triskelion Trust Company Limited 

19 MOUNT HAVELOCK 

DOUGLAS 

GENERAL REGISTRY 

COMPANIES REGISTRY 



INITIALS 

DATE 



FILED 


///A/Ti 






CoSecPac 

1 EXHIBIT #66 - FN 226 I 
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SectiOD 2 


I 

3 

4 

5 

6 

7 

8 

9 

10 

H 

12 


13 

14 

15 

16 

17 

t7a 

18 


Annual Return of . CLAYCROFT LIMITED 
made up to the 14th day of Janiiary 20M 
Authorised Share Capital 
£ 2000.00 Divided into 

2000 Ordinary Shares of 

Number of shares of each class taken up ba the diu of this rcmm 

Nun*er of of earfi claw issued subject to payroem wholly m cash 

Number of stares of each class issued as ftilly paid up for a consideration other than ca^ 

Hunger ofshana of each class issued as partly paid up for a consideration 

otoer than cash and the extent to which each such share ts so paid 

Number of shares (if any) of each class issued at a discount 

Amount of discount on the issue of stens which has not been wntten off 

Amount per shv^e called up on number of shares of each class 

Total amount of calls received including {nynwits on application and allotment 

Total anxiuntlif any) agreed to be considered as paid <ki number of shares 

of each class issued as fully paid for consideratiwi other than cash 

Total amount (if any) agreed to be considered as paid on number cd shares 

of each class issued as partly paid for ctmsideration other chan cash 

Total amount ot calls unpaid 

Total amount of sums (ifany) paid by way of commission in respect of any 
shares or debentum 

Total amount of the sums (if any) allowed by way of discount m respect of 
any debentures since the date of the last annual return 
Total number of shares of each class forfeiied 
Total amount paid (if any) on shares forfeited 

Total antount of shares for which share warrants to bearer are outstanding 
Total Binount ofshare warrants to bearer surrendered since last return 
Total amount ofshare warrants to bearer issued since last reum 
Number of shares ctmipnsed in each share warmi to bearer, ^ecifymg in the 
case of warrants of different kinds, particulars of each kind 


AmoBBt/Shtre Nuraber 

2 


Ni! 

Ni! 

Nil 

Nil 

£100 2 
£ 200 

Nil 

Nil 

Nil 

Nit 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 


Private Company 

CertiDcate to be given by a Private Company 

I certify that ComiaBy has not since the date of the last Annual Return issued any invitation to the public to subsenbe for 
any shares or debentures of the Company 


(SignaUirc) .. . . 

(Stale whether Director or Secretary) 



Class 

Ordinary 

(binary 


Ordinary 

Ordinary 


CoSecPac 
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Anniial Return of: CLAYCROFT LIMITED 


Section 3 


made up to the 14th day of January 2000 


Foho in 

registw Name and Address 

of 

membeTS 


List of past and present members 

Number of shares or Particulars of shares transfened since the date of the last 

«nouni of Slock held «. >n ^ case of the first rehira, of the mcorporation 

by an existing men*er of ‘•w comfany, by (a) persons who art still meirfeere. and {b) 

at date ofreuini persons who have ceased to be menders 

Number (a) (b) Remarks 


DALKTROFT Dalecroft Limited. 1 9 Mount Havelock, ! 00 Ordinary 

Douglas, isle of Mui 

MOOREP Mr Paul Moore, Crofton. West Baldwin. Isle 1 00 Ordinary 


of Man. 1M4 5ET 



CoSecPac 
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Annual Return of : CLAYCROFT LIMITED 
made up to tbe 14th day of January 2000 


Section 4 


Pamculare of tlw directors of the company at the date of the return 


Name 

Address 

Mr Paul Moore 

Croflon, West Baldwin, Isle of Man, IM4 SET 

OccupatioB Chartered Accountant 
Nationality Bntish 

Name 

Address 

Mrs Pamela Ann Young 

Cronk Vcg, Glen Road, Colby, Isle of Man 

Occupation Chartered Accoununt 
Nationality Manx 

Name 

Address 

MS Atm Nicholson 

26 Meadow Crescent, Ashbourne Park, Braddan, Isle of Man 

Occupalion Company Admmtsmtr 
Nationadity Bnush 

Titt Secretary/Secrctanes of the corr^any at die date of this return 

Name E P Secrctanes Limited 

Address Huropian House, 19 Mount Havelock, Douglas, Isle of Man 



I/We certify this return which comprises Sections 1,2,3 & 4 

(Signature) 

(State whether Director, Manager or Secretaiy) 


CoSecPac 
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Cc^any Number : 


18346 “ 3f j 


COMPANIES ACT 1931 TO 1993L 


2 ?,. 01 , 1 ^ 


Section il 


Form of Annual Return of a Con^any having-tf-^mre Capital 

j^ocher th&D a company limited by guarantee) pursuant to sections tD7 and 3«0 of the Companies 
F‘Ct 1931 {as amended) 

Annual Return of s DALECROFT LIMITED 
made up to the 14/01/98 

being the con^^any's return date 


The Address of the Registered Office of the Con^any is as follows 
19 MOUNT HAVELOCK 
DOUGLAS 

I ISLE OF MAN 

Principal trade or business earned on by the company since the last annual return (or incorporation 
If this IB the first annual return) 


Is there a ncei resident company declaration or a certificate under section 9 (2) of the Hon Resident 
Company duty 1986 in force an respect of the Cottpany NO 

If the answer to the last question is YES 

(a) has the central management and control of the company been in the Isle of nan at any tima since 
the last annual return (or ineorperstiOT if this is the first annual return) N/A 

(b> has Che company derived any income from any property, trade, business or other source in the Isle 
of Man since the laic annual cecum (or incorporation if chie is the first annual return) N/A 

Has the company been a stakeholder as defined in section 20 of the Timeshare 
^ct 1996 at any time since she last annual return date, or, if no annual return has 
Been previously delivered, at any time since ineocperacion'* NO 

If the answer to the last question is YSS and the company is a cM^ny limited by shares 

(a) has the conpany issued shares fully paid up in cash of the aanimun 

nominal value required by section 109(3B) (a) of the Companies Act isai’ N/A 

(b) does Che eon^ny hold indemnity insurance for such sum and in respect 

of such liabilities as are specified in section l09{3B)(b) of the Con^mes Act :9317 N/A 


Total amount of indebtedness of the Con^pany in respect of all mortgages and charges of the kind 
are required to be registered with the Registrar of Companies £ Nil 


Prepared by : Europlan Trust Coxnpsuiy (lOM) LimitedN 

on CoSecPaC by t>atacentre Liniced, 4 Athol Street, Douglas. Isle of Man 


Permaneot Subcommittee op iDvestieatioos 

EXfflBIT #66 - FN 227 
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Annual Return of s DALECROFT LIMITED 
^jiado up to the 14/01/98 

Authorised Share Capital 

# 2,000 Divided into : 

2,000 ORDINARY of £ 1.00 each 

Issued share capital and debentures 

1 Hun^r of shares of each class t:a)ien to the date of this return 

2 Nisnber of shares of each class issued subject to psyawnt wholly la cash 

3 Number of shares of each class issued as fully paid up fw a consideration other than cash 

Amount/Share 

4 Nuadier of shares of each class issued as partly paid up for a consideration 
^:her than cash and the extent to idiieh each such share it so paid up 
S^Hirtiec of shares (if any) of each class issued at a discount 

6 Amount of discount on the issue of shares ^ich has not been written off 

^ Amount per share called up on ni.uaber of shares for each class £ X . 00 

S Total amount of calls received including payments on application and allotment € 2.00 

9 Total amount (if any) agreed to be considered as paid on nuRl»er of shares 
of each class issued as fully paid for consideration other than caah 
10 Total amount (if any) agreed to be considered as paid on number of shares 
of each class issued as partly paid for consideration other than cash 
11 Total ammint of calls unpaid 

12 Total amount of sums (if any) paid by way of comission in respect of any 
shares or debentures 

13 Total amount of tha svatis (if any) allowed by way of discount in respect of 
any debentures since the date of the last annual return 
14 Total nunber of shares of each class forfeited 


15 Total amount paid (if any) on shares forfeited 

l^^tal amount of shares for which share warrants to bearer are outstanding 

17 Total amowc of share warrants to bearer surrendered since last return 

17||^otal amount of share warrante to bearer issued since last return 

IS Hundier Of shares cmpriaed in each share warrant to bearer, specifying la the 
case of warrants of different kinds, particulars of each kind 


Section 2 

Issued 


Number Class 

2 ORDINARY 

2 ORDINARY 
Nil 
Nil 
Nil 
Nil 

2 ORDINARY 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 


Private Con^any 

Certificate to be given by A Private Con^any 



Prepared by : Europlan Trust Compemy (lOM) Limited 

on CoSecPac by Datacentre Jamiced, 4 Athol Street. Dougle«. isle of Han 
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Annual Return of : DALECROFT LIMITED 
,<ie up to the 3.4/01/98 


Section 3 




List of past and present members 


Polxo xn 
register 


Kame and Address 


Nutat«r of shares or 
suount of stock held 
hy an exxscing menbec 
at date of return 


SNSIi-IKffiSt David Henry Snelling, The 
Old Vicarage. Sancon. Isle 
of Man 


^rtxculars of shares transferred since the date of the last 
return, or, in the case of the first return, of incorporation 
of the coB^ny. by (a) persons who are still meitbers. and (b> 
persons who have ceased to be members 

Hunber <a} tb) Rcsnarks 

1 00 20/10/97 ORDINARy - To 

MOOREP 


I 


Clajreroft Liiaited, 19 Ifount 
Havelock. Douglas, Isle of 
Man , 


K0031BP Paul Moore, 63 Ballanard | 
Road, Douglas, isle of Han 


1 00 ORDIBARY 


1 00 CRDIMARY 


Prepared by s Europlan Trust Coa 5 >any (lOM) Limited 

on CoSecPaC by Datacentre Umited. « Athol Street. Douglas, Isle of PSan 
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Annual Return of : DALECROFT LIMITED Section 4 

ipade up to the 14/01/98 


a Particulars of the directors of the 

coG^any at the 

date of the return 

■i 

Kaae 

Address : 

1 Paul Moore 
; S3 Ballanard Road, 

Douglas, Isle of Man 

Occupation : 
Nationality : 

Chartered 

British 

Accountant 

Hazae 

Address : 

! David Henry Snelling 
; The Old Vicarage, Santon, 
Isle of Man 

Occupation : 
Nationality : 

Chartered 

British 

Accountant 

Name 

l^ddress 

: Pamela Ann Young 
! Meadow View, Ballakeyll, 
Ballagawne Colby, Isle of 
Man 

Occupation t 
Nationality i 

Chartered 

Manx 

Accountant 


The Secretary/Seoretaries of the eonjpany at the date of this return 


Name : E. P. Secretaries Limited 
Address ! Europlan House, 19 Mount 
Havelock, Douglas, Isle 
of Man 


I/We certify this ret actions 1,2,3 



(Signature) 

(State whether Director, Manager, or Secretary) 


£ 4 


I 


I 


Prepared by : Europlan Trust Con^any (lOM) Limited 

on CoSecPa.C by Datacentre Drsuted, 4 ftthol Street. Douglas. lele o£ Man 
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PARTICULA31S 


Pursuant to Section 143 of the Cottpames Act 1931 as BBeaded by section 21 of the Coti^wnies Act I9fi2 

To the Chief Registrar 
Name of Cottpany 

DM.ECROFT LIMITED 


hereby notifies yew in accordance with Section 143 of the Cos^nies Act 1931 as amended by Section 
21 of the Companies Act 19B2 that 




Director/ Secretary Date 


3 1 03 8 0 


Prepared by : Triskelion Trust Company Limited 

«i CoSSCPaC by Datacentre Limited, 4 Athol Street. Douglae. Isle of Man 







Company Number 




FORM 9N 


1834S 


THE COMPANIES ACTS 1931 TO 1992 

NOTICE OF CHANGE OF DIRECTORS OR 
PARTICOLARS 



IN THEIR 


Pursuant to Section 143 of the Cwi^anieB Xct 1931 as amended by Section 21 of the Conpanies Act 1982 

To the Chief Registrar 
Name of Company 
DALECROFT LIMITED 


hereby notifiee you in accordance with Section 143 of the Co«panieB Act 1931 bb amended by Section 
21 of Che Con^anies Act 1982 that 


Ann Nicholson, 2S Meadow Crescent, Ashbourne Park, Braddan, 
Isle of Man, appointed as director on 31/03/98 


Particulars of new director or secretary 


Name ! Ann Nicholson 

Former Name(s) : 

Address : 26 Meadow 
Man 

Creecent/ 

Ashbourne Park, Braddan, 

Isle of 

I /We hereby consent 

to act as 

director of the company 

named 

Signed .Ov-VV> 








Nationality 
Business Occupation 


British 

Con^any Administratr 


Signed 



Director/ Secretary Datg I- g-g- g-g ■ • 


Prepared by s Triskelion Trust Company Limited 

on CoSecPaC by Datacentre laouted, 4 Athol Street. Douglas, lale of Man 
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Name of Company 
Idalecropt limited 


hereby notifiee you in accordance with Section 141 of the Cospaniea Act 1931 a» amended by Section 
21 of the CoR^?aniea Act 1962 chat 


Pamela Ann Young, , has changed address to Cronk Veg, Glen 
Road, Colby, Isle of Mem, on 28/08/98 



Signed 



04 OSS'S 

Director/ Secretary Date 


Prepared by : Triskelion Trust Company Limited 

on CoSecPaC by Datacentre Limited, 4 Athol Street, Dooglaa. isle of wan 
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Coa^aziy Number : 18345 ' 3 ^ 

-THE COMPANIES ACT 1931 TO 1993 
Form of Annual Return of a Coi! 5 >any having a Share Capital 

{Other thaui a cotepany limited hy guarantee) purauant to aeccioas 107 and 340 of the Coti?>anie9 
ftct 1931 (as amended) 

Annual Return of : CLAYCROFT LIMITED 
made up to the 14/01/98 

being the eompany’a return date 


Section 1 


The Address of the Registered Office of the Coii?>any is as follows 

19 MOUNT HAVELOCK 

DOUGLAS 

ISLE OF MAN 


principal trade or buainess carried on by the congwny since the last annual return (or incorporation 
if this IB the first annual return) 


NOMINEE 


Is there a non resident canpany declaration or a certificate under secticm 9 (2) of the Non Resident 
CoK^iany duty 1986 la force in respect of the Company 


If the answer to the last question is YES 

(a) has the central management and control of the cofl*>any been in the Isle of Man at any time since 

the last annual return (or incorporation if this is the first annual return) N/A 

(b) has ths company derived any income from any property, trade, businese or other source in the tele 


! Han since the last annual return Cor incorporation if this la the first annual return) 


N/A 


Has the company been a ica)teholder as defined in section 20 of the Timeshare 

act 1996 at any time since the last annual return date. or. if no annual return has 

MA previously delivered, at any time since incorporation'* 

If the answer to ths last question is YES and the company le a coo^ny limited by shares 

(a) has the conpany issued shares fully paid up in cash of the minimum 
nominal value required by section i09(3B>(a) of the companies Act 1931’ 

(b) does the ccm^wny hold indemnity insurance for such sum and in respect 

of such liabilities as are specified in section 109(38) (b) of the Companies Act 1931’ 


Total amount 


of indebtedness of the CDiiq)any in respect of all mortgages and charges of the kind which 


! required to be registered with the Registrar of Coapanies 




Prepared by : Europlan Trust Con^any (lOM) Limited 

on CoSecPaC by Datacentre Limited. 4 Athol Street, Douglas, lale of Man 


Permanent Subcommittee oo Investigations 

EXfflBIT #66 - FN 227 
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Annual Return of : CLAYCROFT LIMITED 
"ade up to the 14/01/98 

Authorised Share Capital 

£ 2,000 Divided into : 

2,000 ORDINARY of £ 1.00 each 


Issued share capital and debentures 

1 Huirtier of shares of each class caken up to the date of this return 

2 Sfflnber of shares of each class issued subjeet to paywent wholly in cash 

3 Niwiber of shares of each class issued as fully paid up for a consideration ocher than cash 

Aznount/Share 

4 Humber of shares of each class issued as partly paid up for a consideration 
other than cash and the extent to which each such share is so paid up 

stfktber of shares (if any) of each class issued at a discount 

6 Amount of discount on the issue of shares which has not been written off 

7 Amount per share called up on nianber of shares for each class £ 1.00 

a Total amount of calls received including payments on application and allotment £ 2.00 


9 Total amount (if any) agreed to be considered as paid on number of sharea 
of each class issued as fully paid for consideration other chan cash 

10 Total amount (if any) agreed to be considered as paid on number of shares 
of each class issued as partly paid for consideration other than cash 

11 Total amount of calls ui^aid 

12 Total amount of sums (if any) paid by way of cofwaission in respect of any 
shares or debentures 

13 Total amount of the sums (if any) allowed by way of discount in respect of 
any debentures since the date of the last annual return 

14 ToUl number of shares of each class forfeited 


15 Total amount paid (if any) on shares forfeited 

;^Htal amount of shares for which share warraats to bearer are outstandii^ 

17 Total amount of share warrant# to bearer surrendered eince last return 
17a Total amount of share warrants to bearer issued since last return 

16 Kunber of shares comprised in each share warrant to bearer, specifying in the 
case of warrants of different jcinds. particulars of each kind 


Section 2 


Issued 


Nuni>er Class 

2 ORDINARY 

2 ORDINARY 
Nil 
Nil 
Nil 
Nil 

2 ORDINARY 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Mil 

Nil 

Nil 


Private Con^any 

Certificate to be given by A Private Con^any 

I certify that Canpany haa not 
any shares or debentures of the 

(Signature) 

(State whether Director or Secretary) 

Prepared by : Europlan Trust Coznpany (lOM) Limited 

on CoSeCPaC by Datacentre Limited, ♦ Athol street. Douglas, Isle of Man 
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Annual Return of i CLAYCROFT LIMITED 
Bade up to tbe 14/01/98 

List of past and present members 


Section 3 


Kutnber of shares or 
amount of etoch held 
by an existing member 
at date of return 

SNELLINGDH David Henry Snell ing. The 
Old Vicarage, Sant«i, isle 
of Han 


Folio in 
register 


Name and Address 


particulars of shares transferred since the date of the last 
return, or. in the case of the first return, of incorporation 
of the company, by (a) persons who are still members, and (b) 
persons who have ceased to be members 

Number !a) (b) Remarks 

1 00 20/10/97 ORDINARY - To 

MOOREP 


DALECROPT Dalecroft Limited, 19 Mount 
Havelock, Douglas, Isle of 
Man 

MOOREP Paul Itoore, 63 Ballanard 

Road, Douglas, isle of Man 


I 00 (MtOlNARY 


1 00 ORDINARY 


Prepared by : Europlan Trust Company (lOM) Limited 

on CoSecPaC by Datacentre Limited, 4 atbol Street, Douglas, Isle of Man 
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Retum of : CLAYCROFT LIMITED 
pade up to tha 14/01/98 


Particulars of the directors of the 


Name 

: Paul Moore 

Address \ 

; 63 Ballanard Road, 
Douglas, Isle of Man 

Name 

! David Henry Snelling 

Address : 

! The Old Vicarage, Santon, 
Isle of Man 

Name 

: Pamela Ann Young 

Address 

! Meadow View, Ballakeyll, 
Ballagawne Colby, Isle of 
Man 


Section 4 


conpany at the date of the return 

Occupation : Chartered Accountant 
Nationality : British 


Occupation : Chartered Accountant 
Nationality : British 


Occupation : Chartered Accountant 

Nationality : Manx 


The Secretary/Secretaries of the compemy at the date of this return 


Name : E.P. Secretaries Limited 
Address : Europlan House, 19 Mount 
Havelock, Douglas, Isle 
of Man 


I/We certify this returp-whlch comprises See^ons 1,2,3 



(Signature) ^ ^ ^ . 

(State whether Director, Manager, or Secretary) 


4 4 


Prepared by : Europlan Trust Coii 5 >any (lOM) Limited 

on CoSfiCPAG by Datacentre Limited, 4 Athol Street. Dooglae, Isle of Man 
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Company Number 


1S345 


31 


THB COMPANIES ACTS 1931 TO 1992 


2 2 APR 1998 


FORM 9N 


:.o(t,q£\ 


NOTICE OF CHANGE OF DIRECTORS OR SECRETARIES ORIN THEIR 
PARTICULARS 


Pursuant to Section 1*3 of the Con^anies Act 1931 as amended by section 21 of the Ccanpaniee Act 1902 


To the Chief Registrar 
Name of Company 
(ciATCROFT LIMITED 


hereby notifies you in accordance with Section H3 of the Coa^anies Act 1931 aa amended by section 
21 of the Companies Act 1902 that 


David Heairy Snelling/ The Old Vicarage, SsUitoii, lale of Man, 
resigned as director on 31/03/9S 


DOCUMENT PRCCzr".:;*'. j 


INITIAL 


pt 




- I 


signed 



? 1 n ~ n 0 

Director/ Secretary Date 


Prepared by s Triskelion Trust Con^any Limited 

on CoSecPaC by Datacentre Limited. 4 Athol Street. Douglae, Isle of Man 
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CLAYCROFT LIMITED 


herwty notifAM you xn accordance wa.th Sectioo 143 ot the CooianleB Kct 1931 aa antiended by Section 
21 of the Conpaniea Act 1987 that . 


Ann Nicholson, 26 Meadow Crescent, Ashbourne Park, Braddan, 
Isle of Man> appointed as director on 31/03/98 


Particulars of new director or secretary 


Name : Ann Nicholson 


Former Name(s) 



Nationality ; British 

Business Occupation ; Company Administratr 


Signed 



310390 

Director/ Secretary Date 


Prepared by : Trisk&lion Trust Con^iany Limited 

on CoSecPaC by Datacentre Limited, 4 Athol Sttreet, Douglas, Isle of Man 
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Company Number 


18345 





FORM 9N 


THE COMPMUES ACTS 1931 TO 1992 

NOTICE OP CHRNGE OF DIRECTORS OR SECRETARIES OR IN THEIR 
PARTICDLARS 


Pursuant to section 143 of the coiepaniee Act 1931 ee emended by section 21 of the companiee Act _1M2^^ 

To the Chief Registrar 
Name of Company 



CLAYCROFT LIMITED 


hereby notifies you in aeeordance with Section 143 of the Coi^«nies Act 1931 as amended by 
21 of the coitpanies Act 1982 that 


Pamela Ann Young, , has chamged address to Cronk Veg, Glen 
Road, Colby, Isle of Man, on 28/08/98 



Signed 



Director/ Secretary Date 


0 4 0 9 9 3 


Prepared by : Triskelion Trust Cos^iany Lisiited 

on CoSQCPgIC by Datacentre Limited, 4 Athol Street. Douglas. Isle of Man 
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THE ISLE OF MAN COMPANIES ACTS 1931 - 1993 

A PRIVATE COMPANY LIMITED BY SHARES 


MEMORANDUM OF ASSOCUTION 
OF 

JACKSTONES LIMITED 


Index 


Clause 

Headine 

Pagefs) 

1 

Name 

1 

2 

Private Company 

1 

3 

Limited Liability 

1 

4 

Restrictions 

1 

5 

Share Capital 

1 


I Permanent Subcommittee on Investigations 

EXmBIT #66 - FN 229 
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THE ISLE OF MAN COMPANIES ACTS 1931 - 1993 
A PRIVATE COMPANY LIMITED BY SHARES 

MEMORANDUM OF ASSOCIATION 
OF 

JACKSTONES LIMITED 

1. Name 

The name of the Company is Jackstones Limited. 

2. Private Company 
The Company is a Private Company. 

3. Limited Liabiiity 
The liability of the members is limited 

4. Restrictions 

Restrictions, if any, on the exercise of the rights, powers and privileges of the 
Company:- 

None 

5. Share Capital 

The share capital of the Company is GBP 2,000.00 divided into 2,000 shares of GBP 
1.00 each. 

We, the subscriber to this Memorandum of Association - 

a) wish that a Company be formed pursuant to this memorandum, 

b) agree to take the number of shares shown opposite our name; 

c) declare that all the requirements of the Companies Acts 1 93 1 to 1 993 in respect 
of matters relating to registration and of matters precedent and incidental 
thereto have been complied with 


S 

ri 


- 1 - 
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Witness to the above Signature: 


Sharon Duke 
Kerroo-Ain 
1 Baymount Road 
Port Erin 
Isle of Man 
IM9 6JH 


Manager - Statutory Compliance Department 
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PAGE 1 


Company nunOser 095581C 




THE COMPANIES ACT 1931 TO 1993 


FORM OF ANNUAL RETURN OF A CC»?PANY HAVING A SHARE CAPITAL 
(other than a company limited by a guarantee) 


Annual return of Jackftonea Limited 

Made up to the 28th hpril 2000 (being the Company's Return date ) 

The address of the Registered office of the company is as follovis 
12-14 Finch Road 
Douglas 
Isle of Kan 


Principal trade or business carried out by the company since the last 
annual return {or incorporation if this is the first annual return) 
Holding Company 


Total amount of the inilebtedneea of the company in leapect of all mortsages and nhaigea 

I! thel^nf -hich are laguired to he reg.ateied with the Regietiar of Companiee 

! IB thei- a non-resident company deolaiation Ol a certificate undei BaCtion 9 121 

of the iion-Peaident Company Duty Act lS«e in force in respect of the Company 

If Che iiiawet ts the last question is YES 

{al has the central management and the fontiol of the comply been in 
the Jale of Man *t 4n> time since the last annual xeturn 
(or mcoiporaCion if this is first annual return) 

tb) has the company derived any inrome fiom any property, tiade. business 
or ochei ssutce in the Isle of Man sinre the last annual return 
lot incoipoiacitfn if cnis is first annual recurn) 

2 Has the company bean a stakeholder sa denned in section 20 of the Timeshait «t 1996 

."any time linoe th< I***- a™"*! ” 

pievioualy deli/eced at any time since incoipoiation ’ 

3 If the answei to the last guastion la YES and the company la a company limited by shares 

(al has the company issued shares fully paid up in cash of the minimum ncmiinil value 
lequired by section lOJllB) (») of the Companies Act 1931 

(bJ does the company hold indemnity insuianee for such 

liabilities as sre specified in section l09(3B)(b) of the Companies iwt 1931 ? 


NIL^ 


r 

NO 


/ 


MO 


M/A 

N/A 


presented by Trident Trust Cojyany (I O M ) Limited 
Our Ref JKM/JACKLI 


NOTE • This 
Director or 


Return must be signed at the end by a 
by the Manager or Secretary of the Company 


DOClUi'E!.’ PH:;’''fc'hED 

II-" HAL 

l.’Alc 

£ 

filf£ 


Ppirmanent Subcommittee on Inv estigations 

EXHIBIT #66 - FN 229 
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PAGE 2 


SH?kRE CAPITAL DETAILS 


Nominal Share Capital GBP 2,000.00 ' 

Divided into 2,000 Ordinary shares of GBP 1.00 each 


2 

3 

4 

5 

6 

7 

e 

9 

10 

11 


13 

14 

15 

16 
17 

IS 


Humber of Ordinary shares tahen up to the date of this tecum 
Huittoer of ordinary shares issued subject to payment irtwilly m cash 

Number of abates of earh class issued as fully paid up for a 
consideration othei than cash 


Nuinber o£ oharet of o»ch class issued as partly paid up foi a 

SrSideiacion ocher than cash and eicenc Co uhich each such share is so paid up 

Mumbet ot shales li£ any) of each class issued 




Amount of discount on Che issue of shaiea ehich has hoc been 
jjyjcten off ac the date of this return 


j^ount per share called up on number of Ordinary shaies 


Total amount of calls received including payments on application 
and allotment Ordinary shaies 


'atal amount (if anyl agreed to be csnsidered as paid on nuiobei of shares of 
_f J.1 fiOiv DAid un foi » consideiation otherwise than cash 


amminc Uf #ny> agreed to be considered as paid on number of shares of 
siied « paftly paid up for a conaideration otherwise than cash 


Total amount of calls unpaid 


Total amount of sums lif any) paid bv way of commission ifi lespect 
of any shares or debentures 


Total amount of sums Uf any* allowed by way of di9C< 
of any debentures sin-'e the date of the last leturn 


Total nuittoer of shaies of each class foifcited 


Total amount paid uf any) on shares foi felted 

Tod aoounc of .haiM for which »h»re w.ccnnt. Co bharcr am outacanding 


Total s’wunt of share wairants 
respectively since the date of 


:o bearei issued and sutrendeied 
;he last return ISSUED 


NOiTbet of shares comprised in each shaie wairanc 

^ the case of wariants of different hinds, paiticuiars of each Yind C 


Nil 


N/A 


N/A 


N/A 
GBP 1 00 

GBP 1 00 


N/A 

N/A 

Nil 

K/A 

N/A 

Nil 

N/A 

N/A 


N/A 

N/A 


H/A 

N/A 


certificate to be given by a Private Company 

L”^^issSefany%nvT?Klon^?o"?he''pSb!ic*’to‘^SSe«ibffo”an^SI«e 

or debentures of the con^iany 


(signature) 


. — JriLasx. cjf 

‘-t'lsVete whether Director-we 


ei ' Lta gyf 
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PAGE 3 


LIST OF MEMBERS 


Tiident Nominees (I 0 M J Limiced 

\2-l4 Finch Road 

Douglas 

Isle ot Han 

IMl 2SA 

Sanne Corporate Nominees Limited 

12 14 Finch Road 

Douglas 

Isle of Man 

IMl 2SA 


has ceased to be a meinbei ^ 

1 50 Oid^nary sh&tee craraleiied on 23^ 5/99 


/ 1 00 Ordinar> snares currentl> held 
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?a«icuxars of Che directora of tne cortipan/. at the date of the annual return 


NAME. WATiaNALiry & OCCUPATIOW APgRKS 


Gordon John Hundy 
iLeXand 

uhartei ed Acci#«ntant 


Selbouxne Drr/e 
Douglaa 
Isle of K^n 


Richard Scott 
British 

Fconomist 


The Old Farmhouse 
Queens Road 
pDic Sc Mary 
Zsle of Man 


Particulars of che Secretary of the company at the dace of this return 

AEgtRESS __ _ 


Goxdon John Mundy 


4ft Seltouine Drive 

Douglaa 

Isle of Man 


We certify this leturn which con^risee pages 121 and 4 




signed C 

■f9 rt e‘ " w |ieL4ig e Dr^etoi er M a na g e r 
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= Redacted by the Permanent 
SubcoimnitteewynvestigatiOT^ 


From: Chuck Wilk 

Sent: Wednesday, August 22, 2001 3:24 AM 

To: Brian Hanson 

Subject: FW: Ownership 

keep this for our records but do NOT forward to HSBC. They approved the deal this morning 
without this information. 

Chuck 

— Original Message — 


Sent: Wednesday, August 22, 2001 9:16 AM 

To: ‘Chuck Wilk’ 

Subject: RE: Ownership 


Bamville Is owned jointly by Claycroft Limited and Dalecroft Limited, both Isle of Man companies. 
Jackstones is wholly owned by Sanne Corporate Nominees Limited. Each of these corporate 
owners are nominee companies controlled and adminsistered by two separate trustee and 
corporate administration operations in the loM. I am not at all keen on revealing the ultimate 
beneficial owner. If there is persistence on it by HSBC, then I guess we can certify that the 
person in question is an existing client of Euram Bank and that we can testify for his reputation 
and good standing accordingly. 

Still on for next week? By the way, Monday is a bank holiday here and in the loM. 

Best regards, 

John 


— Original Message — 

Sent: Tuesday, Augus t 21 , 

To: 'John.Staddon@r“ 

Subject: RE: Ownership 





Let's give them corporate shareholders first and see If they ask for more. 


Pf»rmanBnt Subcommittee on Investigations 

KXHTBIT #66 - FN 237 


PSI-QUEL 08905 




2187 








2188 


IvNO'' V'OUK 

CiisroMi:ii 

IMIIUMAIIOX 



Account 

Information 


Expected Activity 

of this 

Relationship: 


APS O«l-8AI(IO«1 


NS Account 






Account Title: 

Account Number: 

RclaliorshipTilk: 

Sources of Funds: 

Type of Business: ^ 

Purpose of Account: 

Related Accounts, if any: 


-> y'/c. 


. How Long in Business; 


Other Banking Reiationshtps (Past it Present): 


Referred By; 

Existing Customer 
□ Other (Please explain) 
Years Known; ______ 






Q HSBC Office or Affiliate 


^^c!l Known 3rd Party 




Relationship: 


.61^. 


Cash Transactions per year (Approx.): 
Wire Transfer per year (Approx.); 

# of Chccks/monlh (Approx.); 
a of Deposits/month (Approx.): 

Average Balance/Month (DDA); 
Plus/MMA: 

TD; 

Investments: 


s 

$ 

5 


Type of Investments: 




Visitation Date: / 

Additional Information; ^ 


/? Jia-r-t-- 


^ 6 i ^ 

A Xr\y jCxt^ 


.0 f • 



HSBC<2> 


Siriclly ConIW»»»lial 
Not Fot Circuintion 
Sutocommillt* Members & Staff Ouly 


HUI 0002298 
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Addirionai 
information on 
Principle(s) or 
Beneficial Chvner(s) 
of Account 


Recommendation 
New Clients 


Existing Clients 






Nemi oj PrincipitiBenifiOoi Ohw«i 




Nant n{ Pruictpltldtnsftttui O'Mitt 


Namt ef Cemitexy 


Numt if PfuinpIt/Beite/icitl O^titr 


This corporation is well known to me and is hereby recommended as a poieniisi client of the Bank. 


This corporation is not well known to me. However, based on the above referral, I hereby 
recommend the account as a potential client to the Bank. 






This corporation has had an existing relationship with the Bank since i. 

related account number . Based on the account performance to 

date, I recommend that we open an account. j 


✓ 


OffKtr Signtiure 


Owfr 

1 

\ 

ft.,.... 


0>tr# 


✓ 



1 

1 

Signalyte 

Slrtcllj ConMeirtiat 

Not For CircuJalioo 

Subcommittw Members & SiafT Onty 

OuU 

L 

HUI 0002299 
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,3^r7i3C,0 
Account \ 


D Insured Money Director Account 
□ Not for Profit Savings D Other, 


HSBC<3> 

Account Application - Business Accounts 

□^£«s"(i«king O Certificate of Deposit 
□ S DNotforPtofitNOW 

Barnville limited 

AccouB* ■■■■ ~ 

n r'i^orflion Bijniilcd Liability Company O Partnership 

^™Tt O Nol-For-ProCt Corporation □ Uranconrotated Assoo.at.on 

OErtate □ Sole Ptoprietorship 

Client 

ppjrnville Limited 


DOUier_ 


Legal address. 

Mo» r^ Havelock, 

Znias- isle of H an IM.ljQG 


Mniling adire^e (if different fron, legal address nberee): 


As Afeoug ■ 


E-mail: 


Telephone: _£Lf?A- - ^^-311 piatp- 

Bufiness-Mubtal Revenucj:.S. '°c , ^^.No. of Emptbyees: Years in Business: ^ 

Principal Business Owier(~s): < rteafT l-'n> - SL’/" 

% 


N»me 

OttyfCAag-r LTt>. 


SOVt 


Xype oCBusin»'l“P“" P'«a“en'“ni“s. '''■"T. f" '■»i'os'»hol.!ilra): 


Slrklly ConOdenliai 
Not For Circulalioa 
SulKomniHtcc Members & Sialt Only 


(continue on back) 


HUl 0002300 
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Owners and /iuihorized Signers: 



t.JVame \ 

' Ti(lc^asi(ioR\ 

5SN 

Dale of Birth 

Photo in 

T 

PAiii *-vc9<»a^' 

_Di<-g-zJtyL 




2 


P'fljn.Tlm 




1 


OiAjrw>idv_ 




4 






5 






6 






7 






8 






9 





D ni.rtr OPP 


Account Infoimation 


Purpose of Account: _ CpTZW __ g giTan , 


9ujucwfcs.i^ ^/rv..^n 

Source of Initial Deposit: 

Type; From: Ajnount: $ 

(wire, penona) cheek, etc.) (drawee, erantmtainghtnli. etba idenii^nS dcitria ^ 

Description: 

(frorrt operationr, foandra wdown. recent ulc o/ MCuriuc*. real tiutc. cic.) 

Expected Monthly Account Activity: 

Ave'ra'geBaIwcft;.S^ 2.e^O ^ &gU>uo ^ 



DEPOSITS 

tf 

IDotlar Amount 

Cash 


S 

Cheeks 


S 

Wires 


s 


W-^THDilAWAl.*; 


Dollar AiooubI 


$ 


$ 


$ 


Describe any unusual expecl^ account activity (e.g. large volumes, foreign oansfers, etc.): 

£rwtrvw/»ujr u. se-r ctf Tt> >»0 T'A-vjw.c, / j^ueiTUd^vr „u £nxi< 

TVVr LAsero ' STixj^ g ^L.^ 7.*^ i-.. ^ 

THvM- a*w 'tVUi^>h tAvU^»-<Mr Cf^ycA^ 


— a-Xfic-va /crrttVhru Fvui-T\ar-w 

e,o,c..w^ • -TVuxf , ‘ 


‘CMloS^vx.ca^t, nj^ ^ 

nation pro'vided on^s application is mre and correct to the best of my knowledge. 


By: 


fh 


F /Ka u 

f*:!!!* N»me »nd l'»l« ~ I 


PtAjnsis 


Siricily Conntfemial 
Not F«r Grctftalion 
Subcomntitiee Members & SUilt Only 


HUI 0002301 
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{ill THE 17:111 F*I 

I00@ilS-»6S OM WIl) St:>T HaH OT/TT 


Power of Attorney 


BY THIS POWER Bmiiville Limiletl (the •Company") ^ 

both employcei of Enropenn Amexioan ln.e.m,.nl Corp°ntc Sciv cos 

“IS^^nG^otCnmUn. Place, Up.onW.Hm£.^«^^^ 

fact of *= Company to be the Company, a ,o s^gn anil deliver op 

Company's bchalf.il and any ofthe acts and tbmg£ nevabon 

>,.aha)f of Lbc Company any docunienxs or a^aemtot ujchidJi^ 
asreemenis. Transaction confirmations and any documenls relating ^ber o. 

4 OT the COh-lPANY HEREBY DECLARES that P) any potson o. ^ " 

„„patJet dealing vnth the Attorney stall ‘“v go or perfono in the " 

propriety o, expedtency of any eel or ^ ^tify all soch aets 

Company’s name ty vtrtue of these prestoU and that (u) it may aa p 

ajidThiags- 

■Xhis posvtr shall terminate without funher.action cn J 1 December 2000 . 

)n M-TTKESS -whereof this Power of Atiorocy bas been executed by Bamvillc Diroited 
Jlh] day of October, 2000. • 

<;»erned.br^r and on bth^of ■ 


Paul Moore pireotoTj 


/bjinNicbolaoo [Dsreator] 


Strictly Conndetitial 
Not For Circulation 
Subcommittee Members & Staff Only 



HUl 0002295 
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= Redacted by the Permanent 
qnhenmiriittee on Investigations _ 



Strictly Confidential 

hint Vftr rifful aHott 

Permaaent Subcofninittee on Investigations 

EXHIBIT #66 - FN 242 


HUI 0002302 
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^V-bcT-OOm l5-5r‘‘' *44-1624-620588 


F. 3 


scysjd'aid-10/1534.03M 


POWER OF attorney 


vi, Jicksloj)« Eluiited. a Compajjy incuiporMed under die laivs of the We of Man and having our 
Registiied Office al 12-14 Finch Road. Dougl.s, We of Man, duly renrescnied herein by Gordon John 
Niiiidy and Richard Scott, in eccoidanee vdth the Resoinrion! of Che Diiectnrs of the Compmy at a 
MecrinE of the Board of Directors held on 13th day of Octobei 2000, do hereby grant a Power of 
Attorney in favour of 

.TnhnStaddon 

df Oo European Ameriear. Corporate Services Ltd. 1 Comberland Place, London, WW 7AL 
ochording to *e following pourcisr- 

enable the Attorney to open and manage a banh account with Bonk of Amnica on behalf ol 
Jahkstones Limited, 

j,!j, tipressly declared and noted that the Attorney may not, tyithout the cypress approvnl of 
tlfc Board of JJireeiors, guarantee overdrafts or undertake loans or cause any iudebtedness to 
tHe Company through any of the above actions or through operating any bank accounts In the 
Company name. 

■riat the Power of Anomey herein granted maybe used and cxcioised by John Staddon in the United 
sites of .America and United Kingdom and it shah remain in full force for a period of one year oi unh'l 
thb Board of Directors may decide otherwise. 


Issued 


and signed in Douglas. Isle of Man this 13th day of October 2000 




UVI 0002323 
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POWER OF ATTORNEY 

We Jacks<on“5 Limited, a Company iueoipoiited tmdei the Uwi of the isle of Man and haaillg oLt 
Rigisleied Offioe at 12-10 Fineh Road, Douglas, Isle of Mao, duly icpreteoted heteio by Gordoo loho 
Iv^ndy and Kiehord Scott, in accordance with the Resolutions of the DitectOfS of the Company at „ 
Maetin" of the Board of Directors held on 13th day of October 2000, do hereby pant a Power of 
Ahorocy in tavoiff .of 

HaJanPuri 

4l‘ C/o Europ'^® American Corporate Services Ltd, 1 Comberlsnd Place, Loadon, WlU 7Al, 
adcording to the foUowinE 

T6 enable the Attorney to open ajid manage a bank account with Bank of America on behalf of 
Jaefcstones Limited. 

It! is eipressly declared and noted that the Attorney may not. without the eapross approval of 
tile Board of Hirectors, guarantee overdrafts or uodertakc loans or cause any bidebtednoss te 
Ilje Company through any of the above actions or through operating any bank accounts in the 

qompaoy nain«. 

1^1 the power of Attorney herein granted may be oBcd and ttercised by Rajan Pori in the Uniitfd 
slates of Artiertra and United Xingdoin and it shall lemam in full force for a period of one yeat oi unni, 
file Boald of Directors may decide otherwise, 

ijsued and signed in Douglas, Isle of Man fhis 13th day of October 2000 


<3 J Mundy 
Blrecior 



R Scott 
Pirector 
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Roach, Bob (HSGAC) 


From; 

Sent: 

To: 

Subject: 


Bermingham, Lindsey [Lindsey.Bermlngham@i 
Thursday, July 27, 2006 7:20 AM 
Roach. Bob (HSGAC) 

RE: Change of address 


Redacted by the Pemianent 
Subcommittee on Investigation 


Bob, 

A charge over book debts is registerable, as you correctly state. However, I am not sure there has been such a 
charge in the scenario you refer to. The sale of securities does not create a charge; neither does the loan back. 
The “cash collateral to secure the return of the shares” might operate to create a charge. Ultimately, however, it 
would be necessary to look at the security documents to determine whether or not a charge was created. 

I hope the above helps. If there was a charge and it was not registered then it would be void! 

Thank you for advising me of the hearing date and for offering to forward the material as it Is released. 

Lindsey 


From; Roach, Bob (HSGAC) [mai!to:Bob_Roach(§ 
Sent: 26 July 2006 21:43 
To: Bermingham, Lindsey 
Subject: RE: Change of address 


Redacted fay the Permanent 
^SubcomnjittM^onJnvestigat^^ 


Hi Lindsey - Thanks so much fro your responses. With respect to #2, I’m not sure I was dear enough in my 
description, since your answers anticipate that there is third party involved. Let me try to re-phrase It: 

Isle of Man Company A sells securities to Isle of man Company B for $9.6 billion cash. Company B immediately 
loans those shares back to Company A, in echange for $9.6 billion cash collateral to secure return of the shares. 
Since the cash amounts that each party owes to the other are equal, the companies set off the mutual cash 
obligations so that no money changes hands. At the end of the day, according to the book entries. Company A 
owes Company B $9.6 Biliion worth of Stock shares and company B owes company A $9.6 billion cash collateral. 

The question is; does either party have a reportable debt. If so. when and how must this be reported? Section 79 
(e) seems to say they should (a charge on book debts of the company). 

Thanks, Lindsey. 

By the way, our hearing date has now been announced - Tuesday August 1 . I'll forward you material as it gets 
released. 


Regards. 

Bob. 


Redacted by the Permanent 
<;iihr.f>Tnmittee on Investigation 

To: Roach, Bob (HSGAC) 

Subject: RE: Change of address 


From: Bermingham, Lindsey [mailto:Lindsey.Bermingham@ 
Sent: Wednesdav. Julv 26, 2006 8:54 AM 


Dear Bob, 

Permangnt Snhcommittec on Investigations 
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! refer to your email of 24 July and answer your queries below - 

1. Section 79 of the Companies Act 1931 sets out what is a registerable charge. A copy of the section is 
attached. 

2. My understanding of this is that there is an isle of Man lender (creditor -- no indebtedness), an isle of Man 
borrower (debtor - but is not in itself creating a registerable charge so there is no obligation to state 
anything in the annual return) and a third party (I am not told where this is from) which seems to have 
made some sort of security deposit (which may or may not be registerable by that third party in its 
jurisdiction of incorporation). The answer to your question is therefore “no". 

3. The only indebtedness which needs to be reported is indebtedness secured by a registerable charge 
created by the company. For example, Manx co borrows £1 million and grants a debenture over its assets 
by way of security. TTiis would need to be disclosed on the annual return. I suppose if there was some 
sort of mutuality of dealings (e.g. Manx co lends the money back to the “lender" who also grants a 
debenture) then there could be an argument that there could be some sort of netting for the purposes of 
the annual return. This Is very, very unlikely, however. 

I hope the above answers your queries. 

Regards 

Lindsey 


From; Roach, Bob (HSGAC) [mai!to:Bob_Roach@ 
Sent: 24 July 2006 15:56 
To; Bermingham, Lindsey 
Subject: RE: Change of address 


Redacted by the Permanent 
Subcommittee on Investigations 


HI Lindsey - Thanks for all of the information you have been providing to us. It has been extremely helpful. 

Having reviewed the publicly available corporate information you sent to us, I have some questions and I was 
wondering if you or any of your colleagues can answer them. 

The Annual Return of a Company having a Share Capital contains a declaration of the “Total amount of 
indebtedness of the Company in respect of all mortgages and charges of the kind which are required to be 
registered with the Registrar of Companies.” 

• What are the limitations on the kind of indebtedness that are required to be reported? 

• We have an example of an Isle of Man Company that purports to have received cash collateral of $9.6 
billion to secure a loan of securities to another Isle of Man Company, but neither Company reports any 
liabilities on the annual returns you provided us. Would the obligation to return the borrowed shares and/or 
the obligation to return the cash collateral be reportable indebtedness? 

• Are reporting Companies permitted to net out reportable indebtedness against assets that represent debts 
receivable from the reporting Companies’ creditors, or are they required to report gross indebtedness? 


Please let me know if you require further information on these matters. 

I hope you move goes well and that you are excited about your new accommodations. 
Regards. 

Bob. 


q/OR/onnfi 
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<HELP> for explanation. 

Enter ♦ <Go> for selection. 

BLOOMBERG 


Equity HELP 


PROFILE 


JOHNSON CO CHflIRMflN/CEO 

JUVENILE DIABETES FOUNDATION I EXECUTIVE CHflIRtIflN 
NEU YORK JETS OUNER 


1) NEUS 

2) FDTD - Blooiberg Images 
31 PROFESSIONAL 

Career History 
1) COMPANY AFFILIATIONS 
5) MEMBERSHIPS 
Board Memberships 
Other Memberships 
C) REQUEST PROFILE CHANGE 


mm 
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1681-S54-0 SO-Ilay-OO 15'20'40 
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<HELP> for explanation. 

DGB Equity HELP 

ROBERT UOOD JOHNSON IV "UOODY’ 

Page 1/ 1 


CAREER HISTORY 

1/2000-PRESENT NEU YORK JETS DUNER 

Mr. Johnson serves as Chairman of JDF International. 
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DGB Equity HELP 


COMPANY AFFILIATIONS Page 1/ 1 

ROBERT IfflOD JOHNSON IV “yOODY" 
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<HELP> for explanation. 

Enter # <G0> to select category. 

MEMBERSHIPS 
ROBERT UOOD JOHNSON IV ‘UOODY’ 


DGB Equity HELP 
Page 1/ 1 


BOARD MEMBERSHIPS 

JUVENILE DIABETES FNDN INTL CHAIRMAN 


PRESENT 


OTHER MEMBERSHIPS 

CHAIRMAN, Alliance for Lupus Research Inc 

MEMBER: ADVISORY BOARD, Center for Strategic & International Studies 
MEMBER, Council on Foreign Relations 
TRUSTEE, RUJ University Hospital Foundation 
TRUSTEE, Uildlife Conservation Society 


a Other Memberships 


1) Board Memberships 


CewrlaS n MM BUIMM l.r. 

?riii!c»rc»|. 609-279-3000 Sir 


FrahkfurV-6^i)aMiO Hona Lortdw- 

cipcr»>226-3000 $udrwu<a--9^-dfi86 ToiCuo'3~3201-89OO Soo Paulo • 11-3048-^00 
» 1661-554-0 30-«ay-C0 15'21>31 
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Equity HELP 

Page 2 / ■I 


Johnson Co., a personal investment firm in Neu York. He's a 
trustee of the Robert Uood Johnson University Hospital Foundation 
in Ney Jersey and the Ulldlife Conservation Society. He also 
chairs the Neu York-based fill lance for Lupus Research and 
Juvenile Diabetes Foundation International. The oldest of his 
three daughters, Casey, nou 20, uas diagnosed ulth diabetes when 
she uas eight years old. Johnson and his ulfe later urote a book 
titled "Managing Your Child's Diabetes.’’ Johnson has raised 
money for the Republican Party and served a three-year term on 
the President’s Export Council during the Bush administration. 

Known for: Being a Neu York sports fan. Has Neu York Knlcks 
season tickets. 


Uhat others say about him: "Uoody Johnson Is one of the most 
talented, dedicated and committed people I have ever worked 
ulth." — Ross Cooley, Juvenile Diabetes Foundation 
International board member and chairman of the group's 
fundraising committee. 


"fis a volunteer for the JDF, I've seen hou Uoody Johnson 
has moved mountains at the foundation in pursuing a cure for 
diabetes. I can't ualt to see uhat he’ll do for_the Jets_.'^-j 


. . . Frank#uri‘e9-9204lO ...... 

Singe^x)r*>226>3000 


Hona Koc^2-^-£000 London* 171-330-:^00 ttow YerK>212^t8>^M 
ToKgo-3-3a)l-S900 Soo Poulo>ll-3W8-4500 
^ 1661-554-0 30-^-DO 15'24'01 
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<HELP> for explanation. Equitu HELP 

Page 3/4 

Larry King, host of Cable Neus Network's "Larry King Live.’’ 

"He’s a great New York sports fan.’’ — Philadelphia Eagles 
owner Jeffrey Lurie. 

--Bob Bensch at the Princeton Sports Desk (609) 279-4063/mJs 

Sports menu! SPORT 

fill sports news! NI SPORTS 

National Football League menui BSPfl 

Individual player statistics: NFL 

Top North fimerlcan sports stories: USPORT 

Top international sports stories: ISPQRT 

-0- (BSP) Jan/lB/2000 13:15 


RELATED INFORMATION 


Select neus subject to view headlines, or type <Keuuord> <HELP> to search. 
27) JETS New York Jets 30) SPORTS Sports Neus 

20) NFL National Football League 31) SPORTBIZ Sports Business 

29) BNSTflFF Bloomberg Neus Staff 






PSI-QUEL 06927 



2205 


Quadra Custom Sjrategies, LLC. 
^- Gain Deferral tra de-. 


iivefi h 


The gain deferral trade is designed to allow an investor to liquidate low basis stock on a 
^ deferred basis. Ihe investor will recognize income as die result of the liquidation 
only when the partnership II^ke3 "cash" distributions diat exceed the partner's outside 
tax basis in die partnership interest. The following is an outline of the transaction and 
Ihe relevant code actions of die Internal Revenue Code ("IRC"). 

Stepl 

• Quadra and Third Party(i.e. an offshore Hedge Fund), unrelated to the investor, 
form Limited Partnership (LP) , a Delaware Limited Partnership. 

■ Third party contributes Asset with a basis of $500 and a current fair market value of 
$100 to LP. IRC Section 721 provides that Third Party reoignizes no gain/loss on the 
contribution of Asset to LP. Preferably Asset will be a marketable security. 

■ Quadra receivesa ,1% General Partnership interest in LP. Third Party receives a 
99.9% Limited Partnership interest in LP. Under IRC Section 722 Third Party's 
outeide tax basis in its interest in LP is $500. 


■ Third Party sells its LP interest to investor for $100 (die fair market value of the 
underlying assets) plus Third Party agrees to sell IP a two month OTC at-the-money 
put on Asset for $xx premium. 

■ Investor now owns a 99.9% limited partnership interest in LP with an outside tax 
basis of $100 (IRC Section 1012). 

• A purchase of 50% or more of the liiruted partnership interests in LP within a 12 
month period results in a technical partnership termination.(lRC Section 
708(b)(1)(B)). 

■ Third Party has a loss on the sale of the limited partnership interest equal to $400. 

■ LP has a $500 basis in Asset contributed by Third Party (IRC Section 723). 

■ For purposes of loss recognition under IRC Section 704(c) investor, as transferee, 
steps into the position of Third Party (Treasury Reg. l.^-4(d)(2)). 

• Simultaneous to purchasing the limited partnership interest in LP, investor 
contributes assets widi a basis of $100 and a current fair market value of ^00 
(Aggregation of LP interests under Rev. Rul. 84-53 and Treasury Reg. 1.704- 


Permanent Subcommittee op Ipvestigations 
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l{b)(2)(iv)(b)) and pledges IP interest to Bank as collateral for loan of $100 + $xx 
option premium. The additional securities provide increased balance sheet strength 
to support collateral for the loan and for additional security transactions inside IP. 

• Investor now has an outside tax basis in the limited partnership interest in LP equal 
to $200 + $xx ($100 paid for Third Party's LP interest plus $100 basis in additional 
assets contributed plus put option premium). 

■ Quadra's general partnership interest in LP is diluted. 

■ LP owns assets with a total feir market value of $6(K)(excluding option) and a total 
basis of $600(excluding option). 

■ LP sells two month OTC call option on Asset at 120% erf FMV. 

.■ LP may enter additional security and derivative trades. 

Step 3 (will occur at or subsequent to option expiration! 

■ LP sells all of the partnership assets, in the same taxable year, to unrelated third 
party (ies). The total proceeds of the sale(s) equal $600(excludmg option). 

• LP has a capital gain of $400(excluding option) (IRC Section 705 and Treasury Reg. 
1.705-1 provide ordering rules for adjustments to outside tax basis that make 
adjustment for gain before adjustment for loss). 

• LP has a capital loss of $400(excluding option). 

■ Gain and loss offset. Consequently, investor's tax liability from the partnership asset 
sale is zero. Each sale transaction will be reported separately by LP (IRC Section 702) 

■ LP invests sales proceeds in a diversified portfolio of assets. 

• Subsequent income on partnership assets will flow throu^ to investor. 

■ To the extent partnership distributions (cash or marketable securities) exceed 
investors outside tax basis ($200(exduding option) plus/ minus any future 
incomc/loss), investor will recognize gain on distributions from LP. 
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From: Lairy Scheinfeld 

Sent: Thursday, October 28, 1 999 9:46 PM 

To: Jeff Greenstein; Chuck Wilk 

Subject: POINT 


Woody called to make sure everything is moving forward. I told him it was. We really need to be seriously working on 
seasoning the assets, he wants to sell the ^ock this year If possible. 


Permanent Subcommittee on iPvestiEations 
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From: Chuck Wilk 

Sent: Wednesday, December 22. 1999 10:27 AM 

To: Larry Scheinfeld 

Subject: RE: POINT 


I put a call into Ira Axselrad (Proskauer) last night to discuss the funding of the S corp, basis issues and conversion of S 
corp to LLC/partnership. Have not yet heard back fiwn him. 


— Original Message — 

From: Lany SchanfeW 

Sent: y\/ednesday, December 22. 1 999 8:24 AM 

To: Chuck Wilk; Jeff Greenstein 

Subject: POINT 


Woody called today to make sure we am working on his case. I assured him we were. 


Permanent Sobcommittee on InvestigatioBs I 
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From: Jeff Greenstein 

Sent: Monday, December20. 1999 11:48AM 

To: Chuck Whk 

Subject: RE: JETS 


technoolgy aint bad either! although 1 can barely type as I spent my FIRST hours ever on the ski slopes today 


-Original Mwsage — 


Chuck Wilk 

Monday, Decider 20. 1999 9:38 AM 
Jeff Greenstein 
RE: JETS 


FrcMTi: 

Sent: 

To: 

Subject: 

$300MM; 150 forfl^nd 150 for Woody. Ami capitalism great! 


— Originai Message — 

Frtwn: Jeff Grewistein 

Sent: Monday, December 20, 1 999 9:36 AM 

To: Larry Scheinfeld; Chuck Wilk 

Subject; RE: JETS 


= Redacted by the Permanent 
_^_____^ubconmTittee^orynvesti^doi^ 


i will be spending time w/ Bob & chris to work on seasoning the stock portfolio, i feel comfortable with the idea 
we talked about using the forward or short against the box until the losses are generated. Are we firm on 100 or 
200 ? 


— Original Message — 

From: Lany Scheinfeld 

Sent: Monday, D«:ember 20, 1999 6:33 AM 

To: Chuck Wilk 

Cc; Jeff Greenstein 

Subject: JETS 

bnp^ance: High 

Joel called, he has given us the full speed ahead (whatever that means) please call him to discuss timing, 
cash needed by the Johnson's to buy partnership interest, who are the existing partners to the deal, and also 
will Quadra be a partner forever or just until the deal is done, in other words could Johnson be the Limited 
and General by using an entity to be the general partner. 


Permapent Subcommittee on Investigations I 
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From: 

Sent: 

To: 

Subject: 


Larry Scheinfeld 

Tuesday. January 11. 2000 5:04 PM 
Chuck Wilk 



I hope your meetings went well I also hope we ai^ already moving full ^eed ahead, Thursday is basically an update of 
where we am. Now I just hope Woody doesn't get cold feet or have the IRS select his return for audit! 

— Ordinal Message — 

From: Chut* Wilk 

Sent: Tuesday, January 1 1 . 2000 5:K PM 

To: Laftv Seinfeld 


I 


Well I guess congradulations are in order but boy do we have our work cut out for us now on POINT. I had a meeting 
in London with EURAM on POINT. Hopefully starting tomorrow we are moving full speed ahead. I will give you an 
update on Thursday morning. Spoke with Joel on Monday from Zurich (minor issues). 



PSI-QUEL 10680 
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From: John Baier 

Sent: Monday, April 1 7, 2000 8:1 0 PM 

To: Norm Bontje; Chuck Wilk; Larry Scheinfeld 

Subject: Woody docs 


Attached are the tax and investment advisory agreements for Johnson's Point trade. The fee amounts shown are are 
calculated to equal a PV of $1 .7mm for QCS and 1 mm for Assodates in amounts paid quarterly at the current 1 0-year 
Libor rate of 7.23% (then rounded). The total PVfee of 2.7mm is 2% of the 135mm notional amount of the trade. 

Please forward your comments when you've had an opportunity to review. 

John 



Assodates Johnson Advisory 

ngagemeit Letter.d. Agreemaitdoc... 
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From: 

Brian Hanson 

Senb 

Ociober 25,2001 16:49 

To: 

Andrew J Robbins 

Subject: 

Cobalt, etc... 

Andy, 



= Redacted by the Permanent 
Subcommittee on Investigations 


1 want to walk you through the profitability model that IVe built for Cobalt It will help us get a good feel for what to talk to 
John Barrie about. Hopefully we can get him on the line this afternoon so we can get him csomfortaWe wifii everyfiiing 
before speaWng vnth Rick Bronsteln. 

It’s in J:/custom strategies/ctlents^Upobafl/prelim analyses/cobaK profitability dynamic 10-22-01 
I also think I have a better answer to the journal entry dilemma. Let’s try this: 


Total ppd fees and interest & collar ctrb. » 
Total cal! ^read paid by BV = 

Euram fee = 

Net 


$5,050,000 
($4,400,000) 
($1.450.000) 
$ 0 


Here’s hwto tMeak down Woodglens’ $5,850,000: 

Investment In Reka Ltd for purc^iase of collar. $2,380,282 
Cash payment to BV for fees and interest $3,469,718 

Addnti 2% Q fee paid in fwm of advisory agmt w/RWJ for $2.9. 
I'll start to do ttie same thing for the Skfehiils. 

Call me when you get out of your meeting x6732. 

Brian 


Permanent Subcommittee on Investigations 
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From: Lany Scheinfeld 

Sent: Novedmber 10,2000 20:45 

To: Jeff Greenstdn; Andr&w J Robbins 

Cc: Chuck Wilk .i.i.. n -i- n . i . . 

Subject: Re: POINT PRICING Redacted by the Permanoit 

Subcommittee on Inveaigationa 

Importance: High 

Somrlhing under 6 would be bett». At least ty and get sometiimg back from b of a. 


Sent fitas my BlacJ^eny Wreless Handheld {www.Blad£cny met) 


Original Message 

Frcm: Jeff Greenstein «ggreenstein@qusllos.coro> 

To: Lany Scheinfeld <lany@quellos.con^; Andrew JRobWns <arobtaiis<2tqDeIlos.coni> 

CC: Chuck Wilk <cwilk@quellos.com> 

Sent: Fri Kov 1 0 20:40: 1 9 2000 
Sulgect POINT PRJCING-SCHHN 

Will probably come in around 6.00 * 6.25%- the lower figure we talked about earlier today assumed there was a leverage~component whith is 
DO longer induded. We should still be in good shap>e rdadve to the client expetdations. Also the value of die basket fell ngnificanlly which 
means %'e need a higher collar strike to generate enough losses cm the FMV pcolfolio given the increased fees (diey are based cm die loss 
amount). The FMV of flieportfoliohasfalleB from 104 - 90nii31ioordativc to the loss size. Also, important to menticm is that they stand a 
reascmable chance getting a rebate if the combined pontioa is liquidated within the first two months. (In all likelihood it will) 


I Permanent Subcommittee on iBvestteatipps 
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QUADRA Custom Strategies, LLC 

601 Union Street, 56* Floor I Seattle, WA 93101 1 (206) 613-6700 1 Fax (206)613-6710 


FAX 

COVER SHEET 


CONFIDENTIAL 

DATE: 

February 11, 2000 

TIME: 

12:41 PM 

TO: 

Mr. Joel Latman 

PHONE: 

(212)332-7500 


Johnson Company, Inc. 

FAX: 

(212)332-7510 

FROM: 

Jeff Greenstein 

PAGES: 

1 


Joel, 

Since our meeting Wednesday, I have spent some time reviewing possible scenarios as they 
relate to the total up-front cash required to effectuate die contemplated transaction. It 
should be noted that these numbers will vary as a function of short term interest rates, die 
price of the stocks in dre basket, and the option volatility levels in the marketplace. 

We approximate the upfront cash requirements to be 6-7% of the anticipated losses 
($300,000,000) plus the NPV of 1% paid over multiple years. This cash requirement is a 
worst case scenario. If the basket of stocks modesdy appreciates (between 1-5% from dre 
purchase price) then all or a portion of the cash requirement will be available on expiration 
of the six mondr collar. If the stocks appreciate 5% or more then the maximum cash return 
will generate a net profit (after fees/costs) of 3% on the entire $300,000,000. Depending on 
market movements during the six mondr collar we may have the flexibility to liquidate the 
position early and recoup a good portion of the irritial cash. 

I hope this is helpful. I rvill be in Europe next week so please do not hesitate to give Chuck 
a call if you have any questiorrs. 



cc. Chuck Wilk 

Larry Scheinfeld 


The information in this facsiinUe message is privileged and confidential. It is intended wdy for die use of die 
recipient named above (or the employee or agent responsible to ddiver it to the intended recipient). If you received 
this in oror, you are hereby notified that any disseminatioa distribution, or copying of this communication is stricdy 
prohibited. If you have received this message in error please notify us by telephone immediacy, and return die 
original me ssage to us at die above address via postal service. We will reimburse you for sud\ costs. Thank you. 

I Permanent Subcommittee on Investigations 
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From: 

Sent: 

To: 

Cc: 

Subject: 


Brian Hanson 
November 19,2001 1729 
Andrew J Rot^ins; Ohudia V\rilk 
Christof^er Hirata 
CobaR 


LesRe just phon^ me to talk about profitability. Ajnongst a few Mher items, he wanted to let me know that they want out 
as soon as they're in Uie blade (net of fees). He was a little ahead of himself as although basket is ddng vt^H, we are 
still quite a vrays away from getting into the blade As an exerc^, i asked him to go over the profitability matrix viritti me 
again. I reminded him that although the mahix should not be relied upon for investment decidons it is a good indicatCM' of 
whem he can expect to be for the given time periods and badeets levels. ! told him that as we get doser to a point where 
they are iikefy to want to get out that we wcMild all watch the basket very dosely and that we should/woutd ccmsult ead) 
other before calling HSBC to sell. He agreed. 

He also menticmed vmnh'ng to take us ai! out to dinner (plus Scheinfeld) but that he can't do that unie^ ^is trade makes 
money -■ time will tell. 
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From: 

Sent; 

To: 

Cc: 

Subject: 


Larry Sc^einfeld 

Tuesday, April 1 1 , 2000 8:17 AM 
Bart Anderson; John Baier 
Norm Bontje 
QJ Trading 


Wo(^y will be using the money In his account to do his tax trade. Accordingly, the money available should be wired to 
him today. The wiring instructions are Bank of New York/Cu^ody aba 021000018 credit Robert Wood Johnson IV short 
term account 187133. Please let me know the amount. We ^ouW also schedule out the remaining amounts from his 
trading account. This should pmbably be paid out in stages over the remainder of the year so we do not upset the tax 
consequences of the original trade. 


I Permanent Subcommittee on Investigations 
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From: 

Chuck Wilk 

Sent: 

Tuesday, April 04, 2000 3:10 PM 

To: 

Christopher Hirata 

Subject: 

FW: point 

Chris, 



This is the spreadsheet • got from Jeff. It needs to be refined. The first transaction is scheduled to close 4/15. t am out 
of the office all next week. If you need Dale’s assistance in helping put the "book" together lets enlist him ASAP. Also, 
we need to put a "one pager" together describing the trade in both economic and tax terms (but a little fuzzy on the tax 
piece). 

— Origiiu! Message — 

From: Jeff Greenstan 

Sent; Wednesday, March 29, 2000 10:13 AM 

To: Chuck Wiik 

Subject; point 



POINT-xls 
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Sated 21 September 2001 


Titanium Trading Partners LLC 


EA Investment Services Limited 


Cali Warrants due 21 September 2006 


SUBSCRIPTION AGREEMENT 



Subscriplion Agmt 
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THIS SUBSCRIPTION AGREEMENT (the “Agreement”) is made on 21 September 2001, 

between: 

(1) Titanium Trading Partners LLC, a limited lialnlity company organised under the laws of 

Delaware (the "Issuer"); and 

(2) EA Investment Services Limited, a company organised under the laws of the British Virgin 

Isles (the "Company"). 

WHEREAS: 

The parties wish to record the arrangements between them for the issue by the Issuer of 1000 US$ 

covered call warrants due 21 September 2006 (the “Warrants", which expression where the context 

so admits shall include the Global Warrant (as defined below) to be delivered in respect of them). 

IT IS AGREED as follows: 

1. ISSUE AND SUBSCRIPTION 

(a) Subject to the terms and conditions of this Agreement, the Issuer agrees to issue the 
Warrants on 21 September 2001 or on such later date as the Issuer and the Company 
may agree (the "Closing Date"). The Warrants will be subscribed for at a 
subscription price of US$345,273 per Warrant (the "Subscription Price"). 

(b) The Company hereby agrees to subscribe and pay for, or to procure subscriptions and 
payment for, the Warrants on the Closing Date at the Subscription Price subject to 
the terms of this Agreement. 

2. CLOSING 

(a) On the Closing Date, the Issuer will issue and deliver to the Company or to its order 
a duly executed global warrant representing the Warrants (the "Global Warrant"). 

(b) Against such delivery the Company will pay or cause to be paid to the Issuer in 
immediately available funds the subscription monies for the Warrant (being the 
Subscription Price of the Warrant). 

(c) The Issuer hereby authorises and instructs such payment(s) to be credited to an 
account of the Issuer at the Company (the ‘Issuer Account"), which monies shall 
remain so credited until the expiry or exercise by holders of the Warrants (on a pro 
rata basis in the case of only some of the Warrants being exercised) or until the 
exercise of the Put Right in accordance with clause 6 below. 

3. UNDERTAKINGS BY THE ISSUER 

The Issuer undertakes with the Company as follows: 

(a) the Issuer will pay any stamp, issue, registration, documentary, transaction or other 
taxes and duties. Including interest and penalties, payable on or in connection with 
the creation, issue and offering of the Warrants or the execution or delivery of this 
Agreement; and 
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(b) the Issuer will forthwith notify the Company if at any time prior to payment of the 
subscription monies to the Issuer on the Closing Date anything occurs which renders 
or may render untrue or incorrect in any respect any of the representations and 
waaanties contained in clause 5 and will forthwith take such steps as the Company 
may reasonably require to remedy and/or publicise the fact. 

4. REPRESENTATIONS AND WARRANTIES 

As a condition of the obligation of the Company to subscribe and pay for or procure 

subscriptions and payment for the Warrant, the Issuer represents and warrants to the 

Company on a continuing basis that: 

(a) the Warrants are at the date of issue fully covered as a result of the Issuer holding, or 
having the unconditional right to call for, the Basket Shares (as defined in the Global 
Warrant); 

(b) it is duly organised and validly existing under the laws of Delaware with full power 
and authority to own its assets and to conduct a business; 

(c) all necessary actions, authorisations, conditions and things (including, without 
limitation, any necessary filings, registrations and consents) required to be taken, 
given, fulfilled and done by or on behalf of the Issuer in Delaware have been, or will 
be, taken, given, fulfilled and done in connection with the issue of the Warrants on or 
before the Dosing Date; 

(d) no consent, approval, authorisation, licence or qualification of or with any court or 
governmental agency or body is required and no other action or thing is required to 
be taken, fulfilled or done in relation to this paragraph 4(d) which has not been taken, 
fulfilled or done on or prior to the date hereof by the Issuer for the execution and 
delivery of the Agreement and the issue and distribution of the Warrants and the 
performance of the terms of the Warrants; 

(e) the matters referred to in paragraph 4(d) above do not and will not: 

(1) infringe, conflict with or result in a breach of any of the terms or provisions 
of, or constitute a default under, the documents constituting the Issuer, or any 
Indenture, trust deed, mortgage or other agreement or instrument to which 
the Issuer or any of its subsidiaries is a party or by which it or any of its 
properties is bound; or 

(ii) conflict with any existing applicable law, rule, regulation, judgment, order or 
decree of any government, governmental body, administrative agency or 
court, domestic or foreign, having jurisdiction over the Issuer, any such 
subsidiary or any of its properties. 

(f) this Agreement has been duly authorised, executed and delivered by the Issuer and 
constitutes valid and legally binding obligations of the Issuer enforceable in 
accordance with their respective terms subject to the laws of bankruptcy and other 
laws affecting the rights of creditors generally; 

(g) the Warrants have been duly authorised by the Issuer and, when duly execute4 
authenticated and issued will constitute valid and legally binding obligations of the Issuer 
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enforceable in accordance with their respective terms subject to the laws of 
bankruptcy and other laws affecting the rights of creditors generally; 

(h) there are no pending actions, suits or proceedings against or affecting the Issuer or 
any of its subsidiaries or any of its properties which, if determined adversely to the 
Issuer or any such subsidiary, would individually or in the aggregate have a material 
adverse effect on the condition (financial or other), prospects, results of operations or 
general affairs of the Issuer or on the ability of the Issuer to perform its obligations 
under this Agreement or the Warrants or which are otherwise material in the context 
of the issue of the Warrant and, to the best of the Issuer’s knowledge, no such actions, 
suits or proceedings ate threatened or contemplated; 

(i) no stamp or other duty is assessable or payable in, and no withholding or deduction 
for any taxes, duties, assessments or governmental charges of whatever nature is 
imposed or made for or on account of any income, registration, transfer or turnover 
taxes, customs or other duties or taxes of any kind, levied, collected, withheld or 
assessed by or within, Delaware in connection with the authorisation, execution or 
delivery of this Agreement or with the authorisation, execution, issue, sale or 
delivery of the Warrants; 

(j) no event has occurred or circumstance arisen which, had the Warrant been issued, 
might (or with the giving of notice and/or the lapse of time and/or the fulfilment of 
any other requirement might) constitute an "Event of Default" as defined in the terms 
and conditions of the Warrants ;and 

(k) that neither the Issuer, its affiliates nor any persons acting on its behalf has made or 
will make offers or sales of securities under circumstances that would require the 
registration of the Warrants under the United States Securities Act of 1933. 

5. CONDITIONS PRECEDENT 

This Agreement and the obligations of the Company are conditional upon: 

(a) there having been, as at the Closing Date, no adverse change which is material in the 
context of the issue of the Warrants, in the financial or other Condition of the Issuer, 
nor any breach of, nor any event rendering untrue, misleading or incorrect in any 
material respect, any of the warranties of the Issuer contained herein, nor any breach 
by the Issuer of any of its obligations hereunder; 

(b) the Issuer holding, or having the unconditional right to cal) for the Basket Shares (as 
defined in the Global Warrant) on the Closing Date. 

6. PUT RIGHT 

(a) If at any time prior to the expiry of the Warrants, the Issuer no longer holds, or no 
longer has the right to call for the Basket Shares, then the Company shall have the 
right (the “Put Right") to put back to the Issuer all or any Warrants fteii outstanding 
which at such time it continues to hold for its own account. 

(b) In the event that the Company exercises the Put Right in accordance with this clause, 
then it shall deliver to the Issuer the Warrants in respect of which such right is 
exercised and shall, if appropriate, amend the Global Warrant accordingly. 
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(c) In exchange for the delivery of such Warrants to the Issuer, the Issuer shall be liable 
to pay to the Company an amount per Warrant equal to the Subscription Price plus 
interest thereon for the period commencing on the Closing Date and ending on the 
date of delivery by the (>mpany at a rate equal to the rate of interest payable on the 
Issuer Account, which payment shall be satisfied and discharged by the Company 
debiting the Issuer Account by the appropriate amount. 

7. INDEMNITY 

The Issuer agrees to indemnify and hold harmless the Company and its respective directors, 
officers, employees (each an "Indemnified Person") from and against any and all losses, 
claims, damages, liabilities, judgements and expenses (including, but not limited to, legal 
costs and expenses) which it may incur, or which may be made against it caused by or arising 
out of any breach or alleged breach of any of the representations, warranties, undertakings or 
agreements contained in, or any certificate issued by the Issuer pursuant to, this AgreemenL 
The amount paid or payable by an Indemnified Person as a result of such losses, claims, 
damages, liabilities, judgments or expenses shall include any legal or other expense incurred 
by such Indemnified Person in connection with investigating or defending such claim. 

8. TEBMINATION 

(1) The Company may by notice given at any time prior to payment of the subscription monies 
for the Warrants to the Issuer terminate this Agreement if: 

(a) any of the representations and warranties contained in clause 4 shall have been 
untme in any material respect at the time of making thereof or shall subsequently 
have become untrue in any material respect or in the event of failure to perform any 
of the Issuer’s undertakings or agreements in this Agreement; or 

(b) on the Closing Date any of the events specified in clause 6(a) have occurred; or 

(c) in the opinion Of the Company, there shall have been since the date hereof, any 
change, or any development involving a prospective change, in national or 
international monetary, financial, political or economic conditions or currency 
exchange cates or foreign exchange controls such as would in the view of the 
Company be likely to prejudice materially the success of the offering and distribution 
of the Warrant or dealings in the Warrant in the secondary market. 

(2) Upon such notice being given, the parties hereto shall be released and discharged from their 
obligations hereunder. 

9. COUNTERPARTS 

This Agreement may be executed in any number of counterparts, each of which when 
executed and delivered shall be an original, but all the counterparts shall constitute one and 
the same instrument 
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10. GOVERNING LAW AND JURISDICTION 

(1) This Agreement is governed by, and shall be construed in accordance with, English law. 

(2) The Issuer hereby agrees for the benefit of the Company that the courts of England are to 
have jurisdiction to settle any disputes which may arise out of or in connection with this 
Agreement and that accordingly any suit, action or proceedings arising out of or in 
connection with this Agreement may be brought in such courts. 


IN WITNESS whereof this Agreement has been entered into on the date hereinbefore stated. 

Titanium Trading Partners LLC 

By; 

■CniLtcjToQ. of (wAuAeriNTf fweiM'E.eit, 

EA Investment Services Limited 
By: 
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10. GOVERNING LAW AND JURISDICTION 

(1) This Agreement is governed by, and shall be construed in accordance with, English law. 

(2) The Issuer hereby agrees for the benefit of the Con^asy timt the courts of England are to 
have jurisdiction to settle any disputes which may arise out of or in connection with fiiis 
Agreement and that accordingly any suit, action or proceedings arising out of or in 
connection with this Agreement may be brought in such courts. 

IN WITNESS whereof this Agreement has been entered into on the date hereinbefore stated. 

Titanium Trading Partners LLC 

By: 


£A Investment Services LInsited 



By: Fay Roberts, Director 
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= Redacted by the Permanent 
^Subcommittee^Investi^^or^ 


From; 

Sent: 

To: 

Cc: 

Subject: 


Brian Hanson 

Thursday. July 27. 2000 9:21 AM 
'Rajan Puri' 

Christopher Htrata 

RE; Reka/Burgundy Investments In QAFIl, LLC 


Raj. 

I assume that that at some point we are going to get account statements from those guys, right??? Maybe you can work 
on them for some. Also, how about EurAm ^atements that reflect ttie Warrant premium deposit and accrued interest??? 
I sent John a copy of what we think a statement should look like. Tell us what you know about the status on that as well. 

Thanks Raj! 

Brian 


— Original Message — 

From; Rajan Puri [mailto:rajan.puri@e| 

Sent: Htumday. July 27, 2000 5:36 AM 
To: ’Christopher Hirata’; Rajan Puri 

Cc: Brian Hanson; Eric M. Schuehle; 'jstaddoni 

Subject: RE; Reka/Burgundy Investments in' 


Chuck WHk 


Chris et al 


The loM guys wired the monies this morning for value today. Of this, I 
understand that the interest accruing on the total was approx USD55k. 


Cheers 

Raj 


— Original Message — — 

From: Christopher Hirata [mailto:chr1shd 
Sent: Thursday. July 27. 2000 12: 46 AM 
To: 'rajan.puri(3l|M||||fll||||M 
Cc: Brian Hanson^n^^cnuehle; 'jstaddon^ 
Subject: Reka/Burgundy Investments in QAFli, LLC 


Chuck Wllk 


Raj. 

As you may be aware, Reka Limited and Burgundy Limited are each making an 
investment in Quadra Appreciation Fund 11, LLC effective August 1, 2000. 

For this Inve^ment to take place, they need to wire the funds for value no 
later than tomorrow. July 27.2000. 

The amount to be invested by Reka Limited will be the net trading proceeds 
from Jack^ones of $5,737,623 plus any accrued int^est on this amount from 
June 9th through July 27th. The amount to be invested by Burgundy Limited 
will be $5,394,761 (plus any accrued interest from June %h through July 
27th) which represents the trading proceeds from Jackstones less any 
advisory fees (including the $20,000 still owed to EurAm). 

Please vwre the above amounts inclusive of Interest from Tri^elion to 
Quadra Appreciation Fund II, LLC according to the following instructions: 

Bank of America 
Main Office at Columbia Center 


Permanent Subcommittee on iDvestieations 
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P.O. Box 3586 
Seattle, WA 98124 
ABA: 125-000-024 

For the acc ount of: Qua dra Appreciation Fund ii. LLC 
Account#: 

Raj, I cannot stress enough the importance of having the funds sent for 
value tomorrow so that we receive them tomorrow. Thanks in advance for your 
attention to this. If you have any questions whatsoever that would hold 
this up, call me at home (regardless of the time) at (425) 788-4141 . 

Regards, 

Chris Hirata 

Quadra Custom Strategies, LLC 
Phone: (206) 613-6700 
Fax: (206)613-6713 

This message and any attachments may contain confidential information and is 
intended only for the individual or individuals named. All electronic mail 
sent to or from this address will be received by Quadra Financial Group, 

L.P. or an affiliate's electronic mail system and is subject to retention 
and review by someone other than the party to whom such mail was addressed. 
If you are not a named addressee you should not disseminate, distribute or 
copy this electronic mail. Please notify the sender immediately by 
electronic mail if you have received this electronic mall by mistake and 
delete this electronic mail from your system. Electronic mail transmission 
cannot be guaranteed to be secure or error-free, and may be arrive later 
than intended, be intercepted, corrupted, or contain viruses. The sender 
therefore does not accept liability for any errors or omissions in the 
contents of this message which arise as a result of defects due to 
transmission. This message is provided for informational purposes only and 
should not be construed as a solicitation or offer to buy or sell any 
securities or related financial instruments. 


= Redacted by the Permanent 
Subcommittee on lnvestigations_ 
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From: 

Sent: 

To: 

Subject: 


= Redacted by the Permanent 

Subcommittee on Investigations 

Eric M. Schuehle 

Monday. July 31 , 2000 6:52 PM 

Christopher Hirata 

RE: Draft BV! interest statements for your review 


The wires were completed the day after the trades terminated. That make sense to me. 
The rest of the information, interest calculations and the premium all look good. 

-ES 


Original Message 

From: Christopher Hirata 

Sent: Monday, July 31, 2000 2:54 PM 

To: Eric M. Schuehle 

Subject: FW: Draft BVI interest statements for your review 


After the CT rush, please take a look at these and make sure they are what we are looking 
for (both from a number standpoint and presentation standpoint). Thx. 

Original Message 

From: Rajan Puri 

Sent: Monday, July 31, 2000 4:44 AM 
To: 'chrisl^BH^ 

Subject: Draft BVI interest statements for your review 


Chris 

ok... I attach a spready showing the interest statements to be presented from 
BVI to each of the SPVs (Torens, Reka, Burgundy), illustrating account 
balances in respect of the warrant premium re-deposited with BVI , 

«BVI WarrantlnterestStatements . xls» 


Please let me know if there is anything else you want on there. 

Cheers 

Raj 

...now for the Promissory Note stuff!! 


Permanent Subcoimnittee on Investigations 
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From: Shaikh Arfan [Arfan.Shalkh@« 

Sent: Tuesday, September 04, 2001 4:25 AM 

To: Brian Hanson (E-mail): Lana Phillips (E-maO) 

Cc: John Staddon (E-mail); Puri Rajan 

Subject: Titanium 


Redacted by the Peraanent 
Subcommittee on Investigations 







I've set out a summary o1 what was agreed on Friday’s call and have attached, where necessary, 
updated documents. 


Operating Agreement 

1 suggested ttiat the cleanest way forward would be to attach both the Contribution Agreement 
and the letter/consent between Barnville and EAICS as schedules and be mentioned In the 
existing schedule crmceming contributions. Lana is checking this and Is due to provide a redraft 
of the Operating Agreement, 1 think this Is the most important document that needs to be finalised 
as any serious amendments will have knock on effects on the other documentation. 

Contribution Agreement 
A redraft is attached. 

«Contributlon Agmt 1.doc» 

Letter Agreement/Consent Bamville/EAICS 

I’ve now reviewed the written consent document. As Brian stated on the telephone Its content is 
very similar to that of the letter agreement I produced earlier. I do not have an issue on the 
format. The one difference is that the letter outlines why EAICS has a 1% Interest. We agreed 
that whatever documentation was going to be used, this point had to be Incorporated Into it. Lana 
agreed to check the documentation and come back with a revised consent document or 
comment w my letter. The draft letter agreement Is attached. 

«BamEAICSLet.doc» 

Novation Agreement 

A redraft Is attached. 

«Novation Agmt.doc» 

Global Warrant and Subscription Agreement 

Revised drafts are attached incorporating Brian’s comments. 

«Warrant.doc» «Subscriptlon Agmt.doc» 

Purchase Agreements 


permanent Subcommittee on Investigations 
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A revised purchase agreement for TAC and Bamville is attached. It should incorporate the 
chartges we discussed. 

In respect of the purchase agreement for Cheryl Saban and EAICS, I am still waiting for 
confirmation of the purchase methodology. The current proposal is that the payment will be 
delayed for a period (with a backstop date of 31 December 2001). Ms Saban will issue a 
promissory note to cover that period. The proposed interest rate being Libor plus 25bp. I should 
have a redraft of this purchase agreement by your open tomorrow. 


«Purohase Agmt 1 .doc» 

Stock Loans Unwind/Warrant Unwind 
Redrafts are attached. 

«Unwind.doc» «W arrant unwind.doo» 

Titanium Trading Partners Consents 

I've reviewed the acceptances of the Operating Agreement by TAC and Cheryl Saban. Both are 
fine. 

You have produced 4 Members consents. In general, I have very lew comments on them. The 
basic difficulty is that they all took very similar and only work when executed and signed in a 
particular order. I think the order should be made clear by, perhaps. Incorporating the order in the 
title of the document. The current order does not seem to work. 

The order should be: 

1 . Written consent EAICS/Barnville re appointment of EAICS as Managing Member (NB my 
comments above) 

2. Written consent of Managing Member (EAICS) 

3. Written consent of Members (EAICS/TAC) 

4. Written consent of Majority Member (TAC) 

My specific comments on each of these (using my numbering) are: 

1 . Already stated above 

2. A general comment for each of these is that defined terms from the Operating Agreement are 
used without defining them in the Consents. For ease of understanding a line such as 
“Capitalised terms not othemvlse defined In this Consent shall bear the same meanings given 
to them in the Operating Agreement of the Company" could be Inserted. The third para 

should read “RESOLVED, That EAICS, as Managing Member of the Company The date 

also needs to be updated. 

3. 2'” line of 2™* para should state “..the Members hereby appoint TAC and replace EAICS as 
the sole Managing Member...". Again the date needs to be updated. 

4. The first line should state “...the Majority Member and Managing Member..." and the third 
para should read "RESOLVED, That TAC, as Managing Member of the Company,...”. The 
date also needs to be updated. 


Barnville/EAlCS Board Minutes 

Redrafts are attached. 

«Barnville Board Res A.doc» «Bamville Board Res B.doc» «Euram Board 
Res A.doc» 
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Payment instructions to HSBC 

Draft Instruction letters from EAICS, Bamville and Jackstones are attached. 

«EuramHSBC Let.doc» «BarnHSBCLet.doc» «JackHSBCLet.doc» 

Accountants Letter/ Sellers Opinion 
Both are progressing nicely. 

I have noted Brian’s comments re the Seller’s opinton. Brian - please confirm that this Is required 
solely for Bamville and that you accept that by asking a lawyer to opine on executed documents, 
the opinion can only be delivered after completion. 

Drafts of these documents will be forararded as soon as they have been produced by the 
accountants/lawyers. 


Generai 

All documents should now have (where applicable) a counterparts clause. We are aiming to 
finalise all documents (other than perhaps the Accountants Letter/Sellers Opinion) by close wed 
(USA). 

Brian - can you clarify when signing will lake place. The trade date is the 10'^ I understand that 
the pricing will not be finalised until USA close on Monday, the prices will be forwarded to us and 
we will amend the documentation on our open on Tuesday. Should we therefore be lining up 
signatories lor the 1 1®? 

Originals of documents • have we agreed how many copies of each document should be signed? 
I think it should be one more than the number of signatories per document. 

Brian/Lana - can we talk at around 4.30pm my time to discuss the above? 

Arfan 
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Titamum G^eddist 



A 

J B 

1 c 

1 

ENTITY 

DES. 

Addtn'l. Info 

3 


4 


5 

Jackstones Limited 

Isle of Man 


6 

Barnville Limited 

Isle of Man 


7 

EAICS 

Nominee SH 


8 

Titanium Trading Partners LLC 

LLC 

98-0234840 

9 

European American Investment Bank AG Warrant Placement Agent | 

10 

Mark Moroney Advocates 

Seller's Opinion Writer 


11 

Titanium Acquisition Corporation 

Maj. Partner 


12 

Silverlight Enterprises, L,P. 

Maj. Partner of TAC 


13 

5161 Corporation 

Maj. Partner of Silverlight 


14 

Tanya Nicole Saban Education Trust 

Interested Party 


15 

Ness Alexander Saban Education Trust 

Interested Party 
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Titanium Checkin 
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Titanium C3tecklist 
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Titardun^ Checkin 
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Til^um Checklist 





1 


S- 

1 

4 

1 

5 


6 


7 


8 


9 


Q 


Q 

■ 

m 


m 

Hi 

Q 

■ 

m 

■ 


PSI-QUEL 29277 





2(XI0 Trading Partners, LLC 

Equity Basket Probability Analysis 


2239 


120 Day Probability Analysis 

Down 20% or greater 

2ai9% 

Down 10% or greater 

38.64% 

Down 5% or greater 

4426% 

Up 5% or greater 

44.26% 

Up 10% or greater 

38.64% 

Up 20% or greater 

28.19% 


30 Day Probability Analysis 

Down 20% or greater 

12.41% 

Down 10% or greater 

28.19% 

Down 5% or greater 

38.64% 

Up 5% or greater 

38.64% 

Up 10% or greater 

28.19% 

Up 20% or greater 

12.41% 


Notes and Assumptioiis: 

1 . The historical pricing data used for this analysis was for the period July 1. 1999 through November 24, 2000 and 

2. 120 day volatility assumption is 60 

3. 30 day volatility assumption is 60 

4. Basket bwmprisedoflOet]uities 

5. Past results are. not necessarily i»ilicatix>e of future results 


Confidential 


Quellos Custom Strategies, LLC 
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= Redacted by the Permanent 
Subcommittee on Investig^ioi^ 


From: 

Sent: 

To: 

Cc: 

Subject: 


Rajan Puri [rajan.puri@| 

Tuesday, April 18, 2000 7:53 A M 
Rajan P uri; 'chrish gJBI^^ 
'c^uckw(jjimHI|^'; John Staddon 
RE; Further Revisions to POINT 


Chris / Chuck 

I have just spoken to John and understand that you all caught up 
yesterday. . .the points in my mail therefore may have already been addressed, 
or are potentially redundant, given the re-work necessary. 

I will get back to you, if necessary, once I have spoken in greater detail 
with John 

Regards 

Raj 

> Original Message 

> From; Rajan Puri 

> Sent: T uesday, April 18, 2000 12:02 PM 

' chrishAmHjjjjll^J 

> Cc: ' chuckwfl^^^BB^ John Staddon 

> Subject: Further Revisions to POINT 

> 

> Chris 

> 

> Further to the (fairly garbled} voicemail message I left you yesterday, I 

> am writing in response to your latest mail to John. 

> 

> John is currently in New York (I believe he is back in the office tomorrow 

> - Wedsl9th) ; I spoke to him last night - thoughts/conanents as follows: 

> 

> a) Warrant Document 

> i}Term re call provision on the Option should be 9 months instead of 90 

> days. 

> Fine - rather than send you another draft of the warrant document, it is 

> probably easier for you to make the necessary amendment to the last set of 

> documents we sent you;. 

> 

> ii) Associated warrant Price if Call Provision invoked 

> John consciously excluded element (b) - ie initial subscription price plus 

> 50% of any subsequent appreciation in the price of warrant from issue date 

> to call date - from his draft; this is because we believe this is an 

> unusual term, which is unecessary given the ’virtual’ nature of the 

> warrant issue... the last thing we want to do is draw attention to this 

> element of the structure, by inserting unusual or non-market standard 

> terms into the documents. 

> 

> If your suggestion re the determination of the warrant price on the call 

> date was simply made to ensure symmetry with the terms of the put 

> provision, it may be wiser to take the offending clause out of the terms 

> of the pur provision as well. 


> b) Creation of Delaware SPV 

> Unfortunately, neither EURAM nor our loM colleagues have the detailed 

> knowledge or contacts to set up the necessary Delaware-based SPV; this 

> will need to be done either by yourselves, or Woody's tax advisors. 
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, = Redacted by the PemiaBent 

„„i(t.ent.liivestigattons 


> If you would like to discuss any of this, please drop me a mail, or call 

> me on 011 44 ■' 


> Regards 

> Raj 
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From: Andrew J Robbins 

Sent: Monday, April 17, 2000 9:07 AM 

To: Chuck Witk 

Cc: Larry Scheinfeld 

Subject; RWJIV POINT 

Chuck, on Friday I spoke with Joel and Ira and they asked that I fwovide some more detail as follows: 

• A detailed description of the cost to implement 

• purchase money debt 

• prepaid interest 

• transaction fee 

• A description of the purchase money loan agreement including maturity, call features, rate, resets etc. 

• A description of fixed income deposit and tie to loan 

• Any additional out-of-pocket costs 

I also spoke with Jeff on Friday and he was suppose to speak directly wilh Joel regarding the pra-paid interest and the 
fact that it is not an additional transaction cost but a market driven cost. 1 know we have gone over this with Joel but 
he just isnl getting it. 

i also put together a revised chart and steps with numbers Inserted. 

Let me know what you think before ! forward anything to them. 

Andy. 



POIltfTfiow.ppt 
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= Redacted by the Permanent 
Subcommittee on Investigation^ 

From: Jeff Greenstein 

Sent: Thursday, May 18, 2000 8:36 PM 

To: Larry Scheinfeld; Chuck Wilk 

Subject: FW; 


I believe we have a problem brewing. Obviously we need to make sure this doesn't happen 
again. One thing, Joel and Woody complete get it! 


Original Message 

From: Jeff Greenstein 
Sent: Thu rsday, May 18, 2000 6:34 PM 
To: 

Subject: RE: 


-1^111111011^ I am not sure as to whether you are in th^sta^s or not, but feel free to call 
m^nmy cellphone later this evening at (206) ^00^9 Otherwise hopefully we can speak 
in the morning. If not, I will compile an e-mail in the morning to address your points as 
I don't want you to be miserable or feel that you were misled. Obviously I am also 
concerned if you question our investment integrity because nothing is more important to 
us. Please keep in mind that given there are tax issues associated with the transaction 
the tax lawyers are very concerned about correspondence. I am sure you can appreciate 
this. I hope we have the opportunity to resolve everything tomorrow, best regards, Jeff 

Original Message 

From: Jeff Greenstein 

Sent: Thursday, May 18, 2000 5:27 PM 

To: 00Miii000H 



If you have a minute can you call me on my direct line (206) 613-6750. I would rather 
have a discussion over the phone instead of putting it in writing, thanks, jeff 

Original _Messagemtrr^ 

Sent : Tliursday, May 18, 

To: 'Jeff Greenstein' 

Subject: 


Dear Jeff, 

For two years now I have studiously averted the overhyped NASDAQ. My disdain 
for those stocks must have been obvious from my lack of interest in choosing 
the ones which went into our portfolio. I had no idea that your structure 
was a speculation on the NASDAQ and had I known I would have never entered 
into it. I cannot understand how you in all good conscience could even 
suggest such a thing after April's carnage. It really makes me question 
Quadra's judgement and worry about the other money I have with you. I have 
been absolutely miserable for the past two weeks as a result of this 
partnership. I want you to draw up a very clear schedule which explains how 
the puts lose value as they get closer to expiry so that we don't just sit 
there like slugs waiting for some miracle which would have no logical basis 
to occur. I feel I was mislead by you and you need to figure out a way of 
getting me out of this. Every day we get closer to expiry. I have never been 
afraid of risk when there is a logic for it, and an upside but there is none 
here, and we have no control. 
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04/25/00 17:45 FAX 212 849 8181 QUADRA ASSOCIATES. LLC 


To : Andy Robbins, Quadra 


Fax Number: 212-849-8181 


Date : 24 April, 2000 


From ; Joel Latman 

THE JOHNSON CX3MPANY, INC. 
630 Rfth Avenue, Suite 1510 
New York, New York 10111 
Telephone: 212/332-7S00 

Fax : 212/332-7510 


Message : 

Andy: Attached are resolutions Indicatihg the officers of Woodglen I LLC 
and Woodglen I, Inc; also the Certificate of Formation for Woodglen I LLC: 
I have requested a copy of the Woodglsn I, Inc. Formation Document from 
Proskauer Rose. The amount of Loss that we can use should be $145. 


Total Number ol Pages S. 
(Including this cover sheet) 


Sm-d BD/IO'd tlZ-L 
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From: Chuck Wilk 

Sent: Tuesday. April 25, 2000 10:12 AM 

To: Christopher Hirata 

Subject: FW: RWJIV 


— OriginaJ Message-— 

From: Andrew J Retains 

Sent: Monday. April 24. 2000 12:26 PM 

To; Chuck Wilk 

Cc: Jeff Greenstein; Larry Scheinfeld 

Subject: RWJIV 

i received documentation from Joel regarding the Woodglen I LLC POINT trade. The number they want is $145.0. The 
managing member of Woodglen I LLC is Woodglen I, Inc. Pursuant to the "Consent of Sole Diredor” (RWJIV) executed 
January 31 , 2000 in addition to RWJIV as President both Neil J. Burmeister and Joel Latman are each authorized to act 
^ngly as signatories for Woodglen I. Inc. In addition to the consents Joel provided to me a copy of the Certificate of 
Formation of Woogien I LLC and accompanying authentication from Delaware and "Consent of Managing Member" 
related to appointment of officers. 
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AS n«>'/ 

ofCXts; ^ 



"AS^T^eGrSTR^'OF CCWPaNIES 


THE COMPANIES LAW (199ft REVISION) 
COMPANY LIMITED BY SHARES 

MEMORANDUM OF ASSOCIATION 

OF 

REKA LIMITED 


cayman islands 


1. The name of the Company shall. .^e Reka Limited. 

Z The Registered Office of the Company shall be at the offices of Qtco Trustees (C&i 

cituated at Leeward One BuUdine, Corporate Centre. West Bay Road, P.O. Box 31n6 . 
Cayman. Cayman Islands, British West Indies or at such other place as the Directors 
tims decida. 



9. Except a« prohibited or (united by the Companies Law (1998 Revision), the Company shall have full 
power and authority to carry out any and alt objects permitted by law and shall have and be capable 
of from time to time and at all times exercising any and all of the powers at any time or from time to 
time exerdsable by a natural person or body corporate In doing so in any part of the world whether as 
prlrtclpal, agent, contractor or eth«cwifi« whatavar may be considered by it necessary for the 
attainment of any of its objects and whatever else moy be cortstdered by It as incidental or conducive 
thereto or consequential thereon, including, but without in any way restricting the gerteraU^ of the 
foregoing, the power to make any alteratioru or amendments to this Memorandum of Association and 
die Articles of Assocladon considered neccaaary or conuanlont in tho manner set out in the Articles of 
Association of the Company. 

4l The liability of each member is limited to the amount from time to time unpaid on such Member’s 
shares. 

5. The share capital of the Company Is US$90,000.00 divided Into SO.OOO ordinary votiAg abarac of- a 
nominal or par value of USftl.QO each with power for the Company, Insofar as is permitted by law 
and the Articles of Association, to redeem or purchase any of ta shares and to increoae or reduce the 
said capital (subject to the provisions of the Companies Law (1998 Revision) and the Articles of 
Association) and to issue any part of its capital (whether originaL redeemed or increased) with or 
without any preference, priority or special privilege or subject to any postponement of rights or to any 
conditions or restrictions and so that (unless the conditions of issue shall otherwise expressly declare) 
■very issue of shares (whether declared to be a preference or otherwise) shall be subject to the powers 
above-mentioned. 


The Company's operations will be carried on subject to the provisioris of Section 192 of the Companies 
Law (1998 Revision) and (subject to the provisions of the Companies Law (1998 Revision) and the 
Articles of Association) it shall have the power to register by way of continua Kon as a body corporate 
limited by shores under tho laws of any jurisdiction outside the Cayman bUnds and to be de- 
legbtered in the Cayman Islands. 
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Wo. t)\a undersigned whose name and address Is subscribed below wishes to be fornxed into a company in 
pursuance of this Memorandum of AssocUdon and the Company Law« respectively agree to take the number 
of sKArc{s} in the capital of the Company set opposite our respective names below. 


DATED this 11th day of April, 2000. 


SIGNATURE, ADDRESS AND DESCRIPTION NUMBER OF SHARES TAKEN BY 

OF SUBSCRIBER SUBSCRIBER 


CTC Corporation Ltd., a Cayman Islands Company ONE 

P.O. Box 31106 Seven Mile ^ach 



Grand Cayman. Cayman Islands 


1 WITHOHY lAH GODDARD Asst ,Regis&« of Companies in wd for the Cayman islands 

DO HEREBY CERTIFY that this b a trua and correct copy of the Memorandum of Association of this Company 
duly incorporated on the j j day of ApriL 2000, 
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>NTRIBUTION AGREEMENT 


THIS Agreement is made on this 51h day of May 2000 
BETWEEN: 

(1) Reka Limited, a Cayman Islands company (the "Company"); and 

(2) Bamville Limited, an Isle of Man company (the "Contributor"); and 
WHEREAS: 

(A) The Contributor wishes to contribute the Portfolio Shares to the Company. 

(B) The Contributor has lent the Portfolio Shares to a third party (the “Borrower”) 
under a transaction (the “Stock Loan”) that provides for, among other things, the 
redelivery of the Portfolio Shares (as defined below) by the Borrower to the 
Contributor upon written demand to that effect 

(C) The Company is willing to accept a contribution to it of the Portfolio Shares 
subject to the terms of Stock Loan and, in exchange for such contribution, the 
Company will issue to the Contributor the Ordinary Shares (as defined below). 

NOW THIS AGREEMENT WITNESSETH AND IT IS HEREBY AGREED AS 
FOLLOWS: 

1. Interpretation 

1.1 In this Agreement unless the context otherwise requires, the following 
words and expressions will have the meanings set opposite them: 

“Contribution Date” means 5 May 2000. 

“Ordinary Shares” means the ordinary shares issued by the Company 
pursuant to Clause 3 of this Agreement 

“Portfolio Shares” mearrs each of the shares specified in the Appendix 
hereto. 

1 .2 Clause headings are for ease of refererrce only and are not intended to affect 
the interpretation of this Agreement 

2. Contribution 

On the Contribution Date, the Contributor shall assign, transfer and novate to the 
Company all of the Contributor’s rights and obligations with respect to the 
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Portfolio Shares under the Stock Loan, and procure that the Borrower accept such 
assignment transfer and novation. 

3. Consideration 

In consideration for the contribution of the Portfolio Shares in accordance with the 
foregoing, the Company shall issue to the Contributor one thousand (1000) 
ordinary shares of the Company on the Contribution Date. 

4. Contributor Warranties 

The Contributor hereby warrants and undertakes to the Company on a continuing 
basis to the intent that such warranties shall survive the completion of sale and 
purchase of the Portfolio Shares that 

(A) it is duly authorised and empowered to perform its duties and obligations 
under this Agreement; 

(B) it is not restricted under the terms of its constitution or in any other marmer 
from contributing the Portfolio Shares in accordance with this Agreement or 
from otherwise performing its obligations hereunder. 

5. Company Warranties 

The Company hereby warrants and undertakes to the Contributor on a continuing 
basis to the intent that such warranties shall survive the completion of sale and 
purchase of the Portfolio Shares that 

(A) it is duly authorised and empowered to perform its duties and obligations 
under ttiis Agreement; 

(B) it is not restricted under the terms of its constitution or in any other manner 
from issuing the Ordinary Shares in accordance with this Agreement or from 
otherwise performing its obligations hereunder, 

6. Counterparts 

This Agreement may be executed in any number of counterparts, each of which 
when executed and delivered shall be an original, but all the counterparts .s hall 
constitute one and the same instrument 

7. Governing Law and Jurisdiction 

This Agreement entered into pursuant to this Agreement will be governed by and 
construed in accordance with tire laws of the Isle of Man. 
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AS WITNESS this Agreement has been entered into by duly authorised representatives of 
&e Company^d by the Contributor on the date first written above. 


For and on behalf of 
BamvOle Limited 


Name: ifk rOvCKoU&oeO 
Title:'!) i iZ.&re.'Toft- 
Date: 02 - 0 %- Z-ooo 


For and on behalf qf/ 

Reka Limited ^ 

Name: / 1 / 

Title: VA'A- 


Date: 



n 
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Appendix 

The Portfolio Shares 


Stock 

Ticker 

Company 

No of Shares 

VRSN 

Verisign, Inc. 

100,000 

CNXT 

Conextent Systems, Inc. 

125,000 

CMGI 

CMGI, Inc. 

250,000 

ICGE 

internet Capital Group, Inc. 

215,000 

CMRC 

Commerce One, Inc. 

230,000 

YHOO 

Yahoo! Inc. 

100,000 

CTXS 

Citrix Systems, Inc. 

300,000 

ATHM 

Excite @Home 

450,000 

J-^ULK. 

Doubleclick Inc. 

200,000 
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Purchase Agreement 


TfflS AGREEMENT is made on 5th day of May 2000 
BETWEEN; 

(1 ) Woodglen I, LLC (the "Purchaser"); and 

(2) Bamville Limited whose registered office is at 19 Mount Havelock, Douglas, Isle of Man 
(the "Vendor"); and 

WHEREAS: 

(A) The Vendor wishes to sell and the Purchaser wishes to buy the Purchase Shares (as defined 
below) in accordance with and subject to the terms of this Agreement. 

(B) The Purchaser is willing to grant to the Vendor security over the Purchase Shares as 
assurance for the payment of the Purchase Price (as defined below) on the terms also set 
out in this Agreement 

NOW THIS AGREEMENT WITNESSETH AND IT IS HEREBY AGREED AS FOLLOWS: 

1. Interpretatian 

l.I In this Agreement unless the context otherwise requires, the following words and 
expressions will have the meanings set opposite them: 

“Company” means Reka Limited, a Cayman Islands company 

“Contribution Agreement” means the Contribution Agreement entered into 
between the Vendor and the Company on today’s date. 

“Final Interest Amount” means, subject to the provisions of clause 5.2, an amount 
equal to the Purchase Price (as defined in clause 3 below) multiplied by (i) 3.00% 
and then (ii) a fiaction the denominator of which is 360 and the numerator of which 
is the number of days in the period fmm the Purchase Date to the Purchase Price 
Payment Date (both dates inclusive). 

“Options” means the put option and call option entered into on the same date 
hereof between Bamville Limited (an Isle of Man company) and the 
Company. 

“Prepaid Interest Amount” means US$3,466,248 representing an amount by way 
of interest, fees and structuring costs payable by the Purchaser to the Vendor. 

“Promissory Note” means the promissory note issued by the Vendor to the 
Company pursuant to the terms of the Contribution Agreement 

“Purchase Date” means 5 May 2000.- 
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“Purchase Price Payment Date” means with respect to payment of the Purchase 
Price (or any part thereof), the earlier of the Unwind Date or 17 August 2000 (the 
“Provisional Payment Date") or such later date as the Purchaser elects to pay all or 
part of the Purchase Price in accordance with clause S.2 of this Agreement 

“Purchase Shares” means 1,000 ordinary shares of Reka Limited, a Cayman Islands 
company (the “Company"). 

“Unwind Date” means the date upon which the Options are terminated early by the 
parties thereto. 

1.2 Clause headings are for ease of reference only and are not intended to affect the 
interpretation of this Agreement 

2. Sale and Purchase 

On the Purchase Date, the Vendor shall sell as beneficial owner fi'ee fiom all liens, charges, 
encumbrances and any other security or quasi security interests (together, “Security 
Interests”) (which the Vendor hereby represents and warrants to be the case) and the 
Purchaser shall purchase the Purchase Shares 

3. Consideration 

The consideration for the sale of the Purchase Shares pursuant to the foregoing shall be 
US$103,838,510 (the “Purchase Price”) and shall be payable by the Purchaser to the 
Vendor in accordance with clause 52 below. 

4. Interest on Purchase Price 

By way of interest on the Purchase Price for die period fiom the Purchase Date to the 
Purchase Price Payment Date (both dates inclusive), the Purchaser shall pay to the Vendor: 

(a) on the Purchase Date, an amount equal to the Prepaid Interest Amount; and 

(b) on the Purchase Price Payment Date, an amount equal to the Final Interest Amount 
in each case free of any withholding or deduction fOT or on account of tax. 

5. Settlement 

5.1 On the Purchase Date, the Vendor shall deliver to the Purchaser, or procure delivery 
to the Purchaser of, all instruments of transfer in respect of the Purchase Shares 
together with all certificates and any other document which may reasonably be 
required to give full legal and beneficial tide to the Purchase Sha^ fiee fiom all 
Security Interests or which may be necessary to enable the Purchaser to procure the 
registration of the same in the name of the Purchaser or its nominee. 

5.2 The Purchaser shall pay to the Vendor die Purchase Price for value on the Provisional 
Payment Date, provided that the Purchaser shall be entitled (subject always to the 
Purchaser not being subject at the relevant time to any insolvency, bankraptcy or 
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similar proceeding) to continue to defer the payment of all or part of the Purchase 
Price until such future date or dates as the Purchaser shall in its discretion determine, 
but in any event to be no later than 2 May 2035. If the Purchaser elects to defer part 
of its Purchase Price payment obligation in accordance with the foregoing, then the 
Final Interest Amount shall be payable in corresponding parts and shall be 
determined with respect to each part payment according to that proportion of die 
Purchase Price represented by the relevant payment 

S.3 Payment by the Purchaser of the Purchase Price (or part thereof) and the Final 
Interest Amount on the applicable Purchase Price Payment Date shall be discharged 
by die set-off of an eqnivalent amount gainst the payment obligadon of the Vendor 
under the Promissory Note. 

6. Pledge 

6.1 Upon the transfer of the Purdiase Shares to the Purchaser pursuant to clause 5.1 
above, the Purchaser hereby pledges and assigns to the Vendor, and grants to the 
Vendor a security interest in and to, all of the Purchaser’s right, tide and interest in 
and to, the Purchase Shares (the "Pledged Collatera]") and all proceeds of any and all 
of the foregoing Pledged Collateral (except any distributions (whether in cash or 
otherwise) made with respect to the foregoing Pledged Collateral, which shall be 
transmitted promptly to the Purchaser). 

6.2 Such pledge, assignment and security interest secures the payment of all obligations 
of the Purchaser now or hereafter existing under this Agreement, whether direct or 
indirect, absolute or contingent (all such obligations being the "Secured 
Obligations"). 

6.3 All certificates or instruments representing or evidencing the Pledged Collateral shall 
be delivered to and held by the Vendor pursuant hereto and shall be in suitable form 
for transfer by delivery, and shall be accompanied by duly executed instruments of 
transfer or assignment in blank, all in form and substance satisfactory to the Vendor. 

6.4 If in the event that the Purchaser shall default in performing any of the Secured 
Obligations (an “Event of Default”) and such Event of Default shall be continuing for 
a period of more than 10 days after the date on whieb the Vendor notifies the 
Purchaser of such Event of Default: 

(a) The Vendor may exercise in respect of the Pledged Collateral, in addition to 
other rights and remedies provided for herein or otiierwise available to it, all the 
rights and remedies of a secured party on de&ult under the New York UCC as 
well as exercise its remedies under all applicable law, and the Vendor may also, 
without notice except as specified below, sell the Pledged Collateral or any part 
thereof in one or more parcels at public or private sale, at any exchange, broker's 
board or at any of the Vendor's offices or elsewhere, for cash, on credit or for 
future delivery, and upon such other terms as the Vendor may deem 
commercially reasonable. 

(b) Any cash held by the Vendor as Pledged Collateral and all cash proceeds 
received by the Vendor in respect of any sale of, collection fiom, or other 
realization upon all or any part of the Pledged Collateral may, in the discretion of 
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the Vendor, be held by the Vendor as collateral for, and/or then or at any time 
thereafter applied in whole or in part by the Vendor against, all or any part of the 
Secured Obligations in such order as the Vendor shall elect Any surplus of such 
cash or cash proceeds held by the Vendor and remaining after payment in full of 
all the Secured Obligations shall be paid over to the Purchaser or to whomsoever 
may be lawfully entitled to receive such surplus. 

(c) If the Vendor shall determine to exercise its rights to sell all or any of the 
Pledged Collateral pursuant to this Section, the Purchaser agrees that, upon 
request of the Vendor, the Purchaser will, at its own erqrense do or cause to be 
done all such acts and things as may be necessary to make such sale of the 
Pledged Collateral or any part thereof valid and binding and in compliance with 
applicable law. 

6.5 This Agreement shall create a continuing security interest in the Pledged Collateral 
and shall (a) remain in full force and effect until payment in foil in cash of the 
Secured Obligations, (b) be binding upon die Purchaser, its successors and assigns, 
and (c) inure to the benefit of the Vendor and its successors, transferees and assigns. 
Without limiting the generality of the foregoing clause (c), the Vendor may, after 
notifying the Purchaser, assign or otherwise transfer all or any portion of its rights 
and obligations under the Agreement to any other Person, and such other Person ^lall 
thereupon become vested with all the benefits in respect thereof granted to the 
Vendor herein. 

6.5 On the date on which all Secured Obligations have been paid in fill! in cash, the Vendor 
will execute and deliver to the Purchaser a proper instrument or instruments 
acknowledging the satisfaction and termination of this Agreement and will duly 
assign, transfer and deliver to or at the direction of the Purchaser (without recourse and 
without any representation or warranty) such of the Pledged Collateral as may remain 
in the possession of the Vendor logger with any monies at the time held by the 
Vendor hereunder. 

6.6 If at any time the Purchaser wishes to cause the Company to undertake any action that 
would result in the Company either acquiring or disposing of any assets or incuiring or 
discbargmg any liabilities, then for so long as the Promissory Note is outstanding the 
Purchaser may only seek to cause such action wifii flie prior written consent of the 
Vendor (such consent not to be unreasonably withheld). 


7. Vendor Warranties 

The Vendor hereby warrants and undertakes to the Purchaser on a continuing basis to the 
intent that such warranties shall survive the completion of sale and purchase of the 
Purchase Shares that: 

(A) the Vendor is a company duly incorporated, validly existing and in good standing 
under the laws of its juris^ction of incorporation; 

(B) the Company has been formed for the sole purpose of holding a portfolio of securities 
(the “Portfolio”) and providing structured investments linked to the Portfolio and has 
engaged in no other business or activity since its formation; 
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(C) the execution, delivery and performance by the Vendor of this Agreement is vdthin the 
corporate powers of the Vendor and this Agreement has been duly authtxised, executed 
and delivered by the Vendor, 

(D) this Agreement constitutes a valid and binding agreenaent of the Vendor, 

(E) the execution, delivery and performance of this Agreement by Qie Vendor requires no 
action by or in respect of, or filing with, any governmental body, agency or official; 

(F) the execution, delivery and performance of this Agreement by the Vendcs' does not and 
will not (i) violate the articles of association of the Vendor (ii) violate any applicable 
law, rule, judgement, injunction order or decree (iii) require any consent ex' other action 
by any person and (iv) cmistitute a default under any agreement or instrument binding 
on the Vendor; 

(G) there is no action, suit (x proceeding pending against, or to the knowledge of the 
Vendor threatened against or affecting the Vendor or any of its properties before any 
court or arbitrator or any governmental body, agency or official; 

(H) the Vendor is not in violadoo of its articles of association or memorandum of 
association or in violation of or in default under any provision of applicable law or 
regulation or of any agreement, judgement, injunction, order, decree or other 
instrument binding on it, which violation or default (i) would affect the validity of this 
Agreement or (ii) would impair the ability of the Vendor to perform in any material 
respect the obligations which it has under this Agreement; 

(I) the Purchase Shares are beneficially owned by the Vendor and are fiee of any security 
interest, lien or other encumbrance; 

(1) the Purchase Shares represent the entire ownership of the Vendor in the Company and, 
but for one ordinary share of the Company purchased or to he purchased by Woodglen 
I, Inc., there are no other shares outstanding in the Company; and 

(K) that the Portfolio (as defined in (B) above) is fiee of any security interests and is 
unencumbered other than being subject to certain stock loan transactions as specified in 
the Contribution Agreement (provided that the Vendor makes no other warranty or 
representation, whether express or implied, as regards the nature or provenance of the 
securities comprised in the Portfolio). 

8. Purchaser Warranties 

The Purchaser hereby warrants and undertakes to the Vendor on a continuing basis to the 

intent that such warranties shall survive the completion of sale and purchase of the 

Purchase Shares that: 

(A) it is duly authorised and empowered to perform its duties and obligations under this 
Agreement; 
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(B) it is not restricted under the terms of- its constitution or in any other maimer frcan 
purchasing the Purchase Shares in accordance with this Agreement (v from ofrierwise 
performing its obligations hereunder, 

(C) it is acting as principal in respect of this Agreement 

9. Transfer of Payment Obligation 

Hie Vendor hereby undertakes to consent any future transfer by the Purchaser of its 
obligation hereunder to pay die Purchase Price (or any remaining part thereof) to a 
subsidiary or affiliate of the Purchaser (but to no other person). 

10. Governing Law and Jurisdiction 

This Agreement will be governed by and construed in accordance with the laws of the Isle 
ofMan. 


AS WITNESS this Agreement has been entered into by duly authorised rqiresentatives of the 
Purchaser and by the Vendor on the date first written above. 

For and on behalf of 
Bamville Limited 

Name: rJ ICNOt-Sord 

Title: DlPJ&CTOfL. 

Date: SH- -2,000 

Woodglen ^ IXC ^ 

Name 
Title; 

Date: 



/ i> <£ 
g-s-oo 
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AMENDED AND RESTATED PURCHASE AGREEMENT 

TfflS AMENDED AND RESTATED PURCHASE AGREEMENT is made on the 30th 
day of November 2000, Much reflects amendments to, and a restatement of, the original 
Pmchase Agreement signed by the parties on the 5 th day of May 2000. 

BETWEEN: 

(1) Woodglen I LLC (the "Purchaser"); and 

(2) Bamville Limited whose re^steied ofBce is at 19 Mount Havelock, Douglas, Isle of Man 
(the "Vendor"); and 

WHEREAS: 

(A) The Vendor wishes to sell and the Purchaser wishes to buy the Purchase Shares (as defined 
below) in accordance with and subject to the terms of this Agreement 

(B) The Purchaser is willing to grant to the Vendor security over the Purchase Shares as 
assurance for the payment of the Purchase Price (as defined below) on the terms also set 
out in this Agreement 

NOW THIS AGREEMENT WITNESSETH AND IT IS HEREBY AGREED AS FOLLOWS: 

1. Interpretation 

1.1 In this Agreement, unless the context otherwise requires, the following words and 
expressions will have the meanings set opposite them: 

“Company” means Reka Limited, a Cayman Islands company 

“Contribution Agreement” means the Contribution Agreement entered into 
between the Vendor and the Company on today’s date. 

“Annnal Interest Amount” means, subject to the provisions of clause 5.2, an 
amount equal to the Purchase Price (as defined in clause 3 below) multiplied 
by 3.00% and payable annually on 31 December on the basis of the actual 
number of days elapsed and a 360 day year. 

“Options” means the put option and call option entered into on the same date hereof 
between Bamville Limited (an Isle of Man company) and the Company. 

“Prepaid Interest Amount” means USS3,466,248 representing an amount by way 
of interest, fees and structuring costs payable by the Purchaser to the Vendor. 

“Promissory Note” means the promissory note issued by the Vendor to the 
Company pursuant to the terms of the Contribution Agreement 

“Purchase Date” means S May 2000. 
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“Purchase Price Payment Date” means with respect to payment of the Purchase 
Price (or any part thereof), the earlier of the Unwind Date or 17 August 2000 (the 
“Provisional Payment Date”) or such later date as the Purchaser elects to pay all or 
part of the Purchase Price in accordance with clause S.2 of this Agreement 

“Purchase Shares” means 1,000 ordinary shares of Reka Limited, a Cayman Islands 
company (the “Company”). 

“Unwind Date” means the date upon which the Options are terminated early by the 
parties thereto. 

1.2 Clause headings are for ease of reference rnily and are not intended to affect the 
interpretation of this Agreement 

2. Sale and Purchase 

On the Purchase Date, the Vendor shall sell as beneficial owner free from all liens, charges, 
encumbrances and any other security or quasi security interests (together, “Security 
Interests”) (which the Vendor hereby represents and warrants to be the case) and the 
Purchaser shall purchase the Purchase Shares 

3. Consideration 

The consideration for the sale of the Purchase Shares pursuant to the foregoing shall be 
US$103,838,S10 (the “Purchase Price”) and shall be payable by the Purchaser to the 
Vendor in accordance with clause S.2 below. 

4. Interest on Purchase Price 

By way of interest on the Purchase Price for the period from the Purchase Date to the 
Purchase Price Payment Date (both dates inclusive), the Purchaser shall pay to the Vendor 

(a) on the Purchase Date, an amount equal to the Prepaid Interest Amount; and 

(b) the Armual Interest Amount 

in each case free of any withholding or deduction for or on account of lax. 

5. Settlement 

5.1 On the Purchase Date, the Vendor shall deliver to the Purchaser, or procure delivery 
to the Purchaser of, all instruments of transfer in respect of the ^rchase Shares 
together with all certificates and any other docrunent which may reasonably be 
required to give full legal and beneficial fitle to the Purchase Shares free from all 
Security Interests or which may be necessary to enable the Purchaser to procure the 
registration of the same in the name of the Purchaser or its nominee. 

5.2 The Purchaser shall pay to the Vendor the Purchase Price for value on the Provisional 
Payment Date, provided that the Purchaser shall be entitled (subject always to the 
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Purchaser not being subject at the relevant time to any insolvency, bankruptcy or 
similar proceeding) to continue to defer the payment of all or part of the Purchase 
Price until such jiiture date or dates as the Purchaser shall in its discretion determine, 
but in any event to be no later than 2 May 203S. If the Purchaser elects to defer part 
of its Purchase Price payment obligation in accordance with the foregoing, then the 
Annual Interest Amount shall be payable in eorresponding parts and shall be 
determined with respect to each part payment according to that proportion of the 
Purchase Price represented by the relevant payment 

5.3 Payment by the Purchaser of the Purchase Price (or part thereof) and the Annual 
Interest Amount on the applicable Purchase Price Payment Date shall be discharged 
by the set-off of an equivalent amount against the payment obligation of the Vendor 
under the Promissory Note. 

6. Pledge 

6.1 Upon the transfer of the Purchase Shares to the Purchaser pursuant to clause 5.1 
above, the Purchaser hereby pledges and assigns to the Vendor, and grants to the 
Vendor a security interest in and to, all of the Purchaser’s right, title and interest in 
and to, the Purcl^ Shares (the "Pledged CoUaterel") and all proceeds of any and all 
of the foregoing Pledged Collateral (except any distributions (whether in cash or 
otherwise) made with respect to the foregoing Pledged Collateral, which shall be 
transmitted promptly to the Purchaser). 

6.2 Such pledge, assignment and security interest secures the payment of all obligations 
of the Purchaser now or hereafter existing under this Agreement, whether direct or 
indirect, absolute or contingent (all such obligations being the "Secured 
Obligations"). 

6.3 All certificates or instruments representing or evidencing the Pledged Collateral shall 
be delivered to and held by the Vendor pursuant hereto and shall be in suitable form 
for transfer by delivery, and shall be accompanied by duly executed instruments of 
transfer or assignment in blank, all in form and substance satisfactory to the Vendor. 

6.4 If in the event that the Purchaser shall default in performing any of the Secured 
Obligations (an “Event of Default”) and such Event of Default shall be continuing for 
a period of more than 10 days after the date on which the Vendor notifies the 
Purchaser of such Event of Default 

(a) The Vendor may exercise in respect of the Pledged Collateral, in addition to 
other rights and remedies provided for herein or ofoerwise available to it, all the 
rights and remedies of a secured party on default under the New York UCC as 
well as exercise its remedies under all applicable law, and the Vendor may also, 
without notice except as specified below, sell the Pledged Collateral or any part 
thereof in one or more parcels at public or private sale, at any exchange, broker's 
board or at any of the Vendor's offices or elsewhere, for cash, on credit or for 
future delivery, and upon such other terms as the Vendor may deem 
commercially reasonable. 

(b) Any cash held by the Vendor as Pledged Collateral and all cash proceeds 
received by the Vendor in respect of any sale of, collection from, or other 
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realization upon all or any part of the Pledged Collateral may, in the discretion of 
the Vendor, be held by tbe Vendor as collateral for, and/or then or at any time 
thereafter applied in whole or in part by the Vendor against, all or any part of the 
Secured Obligations in such order as the Vendor shall elect Any surplus of such 
cash or cash proceeds held by the Vendor and remaining after payment in full of 
all the Secured Obligations shall be paid over to the Purchaser or to whomsoever 
may be lawfully entitled to receive such surplus. 

(c) If the Vendor shall determine to exercise its rights to sell all of any of the 
Pledged Collateral pursuant to this Section, the Purchaser agrees that, upon 
request of the Vendor, the Purchaser will, at its own expense do or cause to be 
done all such acts and things as may be necessary to make such sale of the 
Pledged Collateral or any part thereof valid and binding and in compliance with 
applicable law. 

6.5 This Agreement shall create a continuing security interest in the Pledged Collateral 
and shall (a) remain in full force and effect until payment in full in cash of the 
Secured Obligations, (b) be binding upon tbe Purchaser, its successors and assigns, 
and (c) inure to the benefit of the Vendor and its successors, transferees and assigns. 
Without limiting the generality of the foregoing clause (c), the Vendor may, after 
notifying the Purchaser, assign or otherwise transfer all or any portion of its rights 
and obligations under the Agreement to any other Person, and such other Person shall 
thereupon become vested with all the benefits in respect thereof granted to the 
Vendor herein. 

6.6 On the date on which all Secured Obligations have been paid in full in cash, the Vendor 
will execute and deliver to the Purchaser a proper instrument or instruments 
acknowledging the satisfaction and termination of this Agreement, and will duly 
assign, transfer and deliver to or at the direction of the Purchaser (without recourse and 
without any representation or warranty) such of the Pledged Collateral as may remain 
in the possession of the Vendor together with any monies at the time held by the 
Vendor hereunder. 

6.7 If at any time the Purchaser wishes to cause the Company to undertake any 
action after the purchase date that would result in the Company either acquiring 
or disposing of any assets or incurring or discharging any liabilities and such 
action would result in the net asset value of the Company being less than the 
total cash amount owed by the Purchaser to the Vendor under the Purchase 
Agreement, then for so long as any Secured Obligations is or are outstanding, 
the Purchaser may only seek to cause such action with the prior written consent 
of the Vendor (such consent not to be unreasonably withheld).. 


7. Vendor Warranties 

Tbe Vendor hereby wammts and undertakes to the Purchaser on a continuing basis to the 
intent that such warranties shall survive the completion of sale and purchase of the 
Purchase Shares that: 
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(A) the Vendor is a company duly incorporated, validly existing and in good standing 
under the laws of its jurisdiction of incorporation; 

(B) the Company has been formed for the sole purpose of holding a portfolio of securities 
(the “Portfolio”) and providing structured investments linked to the Portfolio and has 
engaged in no other business or activity since its fonnatimi; 

(C) the execution, delivery and performance by the Vendor of this Agreement is within the 
corporate powers of the Vendor and thisrAgreement has been duly authorised, executed 
and delivered by the Vendor; 

(D) this Agreement constitutes a valid and binding agreement of the Vendor, 

(E) the execution, delivery and performance of this Agreement by the Vendor requires no 
action by or in respect o( or filing with, any governmental body, agency or official; 

(F) the execution, delivery and performance of this Agreement by the Vendor does not and 
will not (i) violate the articles of association of the Vendor (ii) violate any applicable 
law, rule, judgement, injunction order or decree (iii) require any consent or other action 
by any person and (iv) constitute a default under any agreement or instrument binding 
on the Vendor; 

(G) there is no action, suit or proceeding pending against, or to the knowledge of the 
Vendor threatened against or affecting the Vendor or any of its properties before any 
court or arbitrator or any governmental body, agency or official; 

(H) the Vendor is not in violation of its articles of association or memorandum of 
association or in violation of or in de&ult under any provision of applicable law or 
regulation or of any agreement, judgement, injunction, order, decree or other 
instrument binding on it, which violation or default (i) would affect the validity of this 
Agreement or (ii) would impair the ability of the Vendor to perform in any material 
respect the obligations which it has under this Agreement; 

(I) the Purchase Shares are beneficially owned by the Vendor and are &ee of any security 
interest, lien or other encumbrance; 

(J) the Purchase Shares represent the entire ownership of the Vendor in the Company an4 
but for one ordinary share of the Company purchased or to be purchased by Woodglen 
1, Inc., there are no other shares outstanding in the Company; and 

(K) that the Portfolio (as defined in (B) above) is free of any security interests and is 
unencumbered other than being subject to certain stock loan transactions as specified in 
the Contribution Agreement (provided that the Vendor makes no other warranty or 
representation, whetiier express or implied, as regards the nature or provenance of the 
securities comprised in the Portfolio). 

8. Purchaser Warranties 

The Purchaser hereby warrants and undertakes to the Vendor on a continuing basis to the 

intent that such warranties shall survive the completion of sale and purchase of the 

Purchase Shares that: 
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(A) it is duly authorised and empowered to peifonn its duties and obligations under this 
Agreanent; 

(B) it is not restricted under the terms of its constitution or in any other manner from 
purchasing the Purchase Shares in accordance with this Agreement or from otherwise 
performing its obligations hereunder, 

(C) it is acting as principal in respect of this Agreement. 

9. Transfer of Payment Obligation 

The Vendor hereby undertaltes to consent any future transfer by the Purchaser of its 
obligation hereunder to pay the Purchase Price (or any remaining part thereof) to a 
subsidiary or afBIiate of the Purchaser (but to no other person). 

10. Governing Law and Jurisdiction 

This Agreement will be governed by and construed in accordance with the laws of the Isle 
ofMan. 


AS WITNESS this Agreement has been entered into by duly authorised representatives of the 
Purchaser and by the Vendor bn the date first written above. 


For and on behalf of 
Bamville Limited 


Name: 

Title: 

Date: 
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Amendment agreement 


THIS AGREEMENT is made on November 30“' 2000 
BETWEEN: 

(1) Woodglen 1 LLC whose registered office is at 630 5* Avenue, Suite 1510, New York, NYlOlll (the 
"Purchaser"); and 

(2) Bamville Limited whose registered office is at 19 Mount Havelock, Douglas, Isle of Man (the "Vendor"). 
WHEREAS: 

(A) The parties entered into the Purchase Agreement (as defined below). 

(B) The parties now wish to amend certain provisions of the Purchase Agreement. 


NOW IT IS HEREBY AGREED AS FOLLOWS: 

I, Interpretation 

1 . 1 In this Agreement, unless the context other\vise requires, the following words and expressions will have the 
meanings set opposite them; 

"EfTective Date” means 5 May 2000. 

“Purchase Agreement” means the agreement b^veen the Purchaser and the Vendor dated 5 May 2000 relating 
to the purchase of shares in Reka Limited, a Caymian Islands company, 

1.2 Clause headings are for ease of reference only and are not intended to affect the interpretation of this 
Agreement. 

2. Amendment of Final Interest Amount 

2.1 The definition of “Final Interest Amount” in clause I of the Purchase Agreement shall be deleted and replaced 
with the following: 

““Annual Interest Amount” means, subject to the provisions of clause 5.2, an amount equal to the Purchase 
Price (as defined in clause 3 below) multiplied by 3.00% and payable annually on 31 December on the basis of 
the actual number of days elapsed and a 360 day year.” 

2.2 The following in clause 4 of the Purchase Agreement, “(b) on the Purchase Price Payment Date, an amount 
equal to the Final Interest Amount” shall be deleted and replaced w'ith “(b) the Annual Interest Amount”. 
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2.3 References to “Final Interest Amount” in clauses 5.2 and 5.3 of the Purchase Agreement shall be deleted and 
replaced with “Annual Interest Amount”. 

3. New Clause 6.7 

The following shall be inserted into the Purchase Agreement, creating a new Clause 6.7: 

“6.7 If at any time the Purchaser wishes to cause the Company to undertake any action that would result in 
the Company either acquiring or. disposing of any assets or incurring or discharging any liabilities and 
such action would result in the net asset value of the Company being less than the total cash amount 
owed by the Purchaser to the Vendor under the Purchase Agreement, then for so long as any Secured 
Obligations is or are outstanding, the Purchaser may only seek to cause such action with the prior 
written consent of the Vendor (such consent not to be unreasonably withheld).” 


4. Effective Date of Amendments and Restatement 

All the amendments contained in this Agreement will be cffcaivc from the Effective Date and, for the 
avoidance of doubt, all the provisions of the Purchase i^^ment other than those referred to herein shall remain 
unchanged and continue to be fully in force. 

5. Governing Law and Jurisdiction 

This Agreement will be governed by and construed in accordance with the laws of the Cavinan Islands. 

AS WITNESS this Agreement has been entered into by duly authorised representatives of the Purchaser and by the 
Vendor on the date first written above. 


For and on behalf of 
Woodglen 1 LLC 

Name: 

Title: 


For and on behalf of 
Barnville Limited 

Name: 

Title: 
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Purchase Agreement 


THIS AGREEMENT is made on 5th day of May 2000 
BETWEEN; 

(1) Woodglen I, Ihc. (the "Purchaser"); and 

(2) European American Corporate Services Limited whose registered office is at Walmar 
House 288-292 Regent Street, London WIR SHF (the "Vendor”). 

WHEREAS; 

(A) The Vendor wishes to sell and the Purchaser wishes to buy the Purchase Shares (as defined 
below) in accordance with and subject to the terms of this Agreement. 


(B) The Purchaser is willing to grant to the Vendor security over the Purchase Shares as 
assurance for the payment of the Purchase Price (as defined below) on the terms also set 
out in this Agreement 


NOW THIS AGREEMENT WlTNESSEffl AND IT IS HEREBY AGREED AS FOLLOWS; 

1. Interpretation 

1.1 ha this Agreement unless the context otherwise requires, the following words and 
expressions will have the meanings set opposite them; 

“Company” means Reka Limited, a Cayman Islands company. 

“Final Interest Amount” means, subject to the provisions of clause 5.2, an 
amount equal to the Purchase Price (as defined in clause 3 below) multiplied by 
(i) 3.00% and then (ii) a fraction the denominator of which is 360 and the 
numerator of which is the number of days in the period from the Purchase Date to 
the Purchase Price Payment Date (both dates inclusive). 

“Options” means the put option and call option entered into on the same date 
hereof between Bamville Limited (an Isle of Man company) and the Company. 

“Prepaid Interest Amount” means US$3,470, representing an amount by way of 
interest, fees and structuring costs payable by the Purchaser to the Vendor. 

“Purchase Date” means 5 May 2000. 

“Purchase Price Payment Date” means with respect to payment of the Purchase 
Price (or any part thereoD, the earlier of the Unwind Date or 17 August 2000 (the 
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“Provisional Payment Date”) or such later dale as the Purchaser elects to pay all 
or part of the Purchase Price in accordance with clause 5.2 of this AgteemenL 

“Purchase Sharesf’ means 1 ordinary share of the Company. 

“Unwind Date” means the date upon which the Options are terminated early by 
the parties thereto. 

1.2 Clause headings are for ease of reference only and are not intended to affect the 
interpretation of this AgreemenL 

2. Sale and Purchase 

On the Purchase Date, the Vendor shall sell as beneficial owner free from all liens, 
charges, encumbrances and any other security or quasi security interests (together, 
“Security Interests”) (which the Vendor hereby represents and warrants to be the case) and 
the Purchaser shall purchase the Purchase Shares. 

3. Consideration 

The consideration for the sale of the Purchase Shares pursuant to the foregoing shall be 
USD 103,942 (the “Purchase Price”) and shall be payable by the Purchaser to the Vendor 
for value on the Purchase Price Payment Date. 

4. Interest on Purchase Price 

By way of interest on the Purchase Price for the period &om the Purchase Date to the 
Purchase Price Payment Date (both dates Inclusive), the Purchaser shall pay to the Vendor: 

(a) on the Purchase Date an amormt equal to the Prepaid bterest Amount; and 

(b) on the Purchase Price Payment Date an amount equal to the Final Interest Amount 
in each case free of any withholding or deduction for or on account of tax. 

5. Settlement 

5.1 On the Purchase Date, the Vendor shall deliver to the Purchaser, or procure delivery 
to the Purchaser of, all instruments of transfer in respect of the Purchase Shares 
together with all certificates and any other document which may reasonably be 
required to give full legal and beneficial title to the Purchase Shares fiee from all 
Security Interests or which may be necessary to enable the Purchaser to procure the 
registration of the same in the name of the Purchaser or its nominee. 

5.2 The Purchaser shall pay to the Vendor the Purchase Price for value on the Provisional 
Payment Date, provided that the Purchaser shall be entitled (subject always to the 
Purchaser not being subject at the relevant time to any insolvency, bankruptcy or 
simi lar proceeding) to continue to defer the payment ctf all or part of the P^base 
Price until such future date or, in the case of instalment payments, dates, such date or 
dates to be determined at the Purchaser’s discretion but in any event to be no later 
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than 2 May 2035. If the Purchaser elects to defer part of its Purchase Price payment 
obligation in accordance with the foregoing, then the Hnal Interest Amount shall be 
payable in parts and shall be deteimined with respect to each part payment according 
to that proportioD of the Purchase Price represented by the relevant payment In lieu 
of payment by the Purchaser of the Purchase Price (or part thereof) and the Hnal 
Interest Amount on the applicable Purchase Price Payment Date, the patties agree 
that the Vendor may effect a full or partial discharge (as the case may be) of such 
obligation through the set-off by the Vendor against any payment obligation of the 
Vendor owed to an affiliate or subsidiary of the Purchaser (“Affiliate”) and which is 
or remains due and payable on the Purchase Price Payment Date. To the extent that 
the Vendor is able to effect such set-off and the relevant Affiliate consents to such 
treatment, of its claim by the Vendor (which the Purchaser hereby undertakes to 
procure), then the payment obligation of the Purchaser to the Vendor hereunder shall 
be discharged accordingly. 

6. Pledge 

6.1 Upon the transfer of the Purchase Shares to the Purchaser pursuant to clause S.l 
above, the Purchaser hereby pledges and assigns to the Vendor, and grants to the 
Vendor a security interest in and to, all of the Purchaser's right, title and interest in 
and to, the Purchase Shares (the ''Pledged Collateral') and all proceeds of any and all 
of the foregoing Pledged Collateral (except any distributicuis (whether in cash or 
otherwise) made with respect to the foregr^g Pledged Collateral, which shall be 
transmitted promptly to the Purchaser). 

6.2 Such pledge, assignment and security interest secures the payment of all obligations 
of the Purchaser now or hereafter existing under this Agreement, whether direct or 
indirect, absolute or contingent (all such obligations being the 'Secured 
Obligations'). 

6.3 All certificates or instruments representing or evidencing the Pledged Collateral shall 
be delivered to and held by the Vendor pursuant hereto and shall be in suitable fonn 
for transfer by delivery, and shall be acconqranied by duly executed instruments of 
transfer or assignment in blank, all in form and substance satisfactory to the Vendor. 

6.4 If in the event that the Purchaser shall defoult in performing any of the Secured 
Obligations (an "Event of Default") and such Event of Defaidt shall be continuing 
for a period of more than 10 days after the date an which the Vendor notifies the 
Purchaser of such Eveut of Default: 

(a) The Vendor may exercise in respect of the Pledged Collateral, in addition to 
other rights and remedies provided for herein or otherwise available to it, all the 
rights and remedies of a secured party on default under the New York UCC as 
well as exercise its remedies under all applicable law, and the Vendor may also, 
without notice except as specified below, sell the Pledged Collateral or any part 
thereof in one or more parcels at public or private sale, at any exchange, brolrer's 
board or at any of the Vendor's offices or elsewhere, for cash, on credit or for 
future delivery, and upon such other terms as the Vendor may deem 
commercially reasonable. 
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(b) Any cash held by the Vendor as Pledged Collateral and all cash proceeds 
received by the Vendor in respect any sale of, collection from, or other 
lealizaticHi upon all or any part of the Pledged Collateral may, in the discretion of 
the Vendor, be held by Ae Vendor as collateral for, and/or then or at any time 
thereafter applied in whole or in part by the Vendor against, all or any part of the 
Secured Obligations in such order as the Vendor shall elect Any surplus of such 
cash at cash proceeds held by the Vendor and remaining after payment in full of 
all the Secured Obligations shall be paid over to the Purchaser or to whomsoever 
may be lawfully entitled to receive such surplus. 

(c) If the Vendor shall determine to exercise its rights to sell ail or any of the 
Pledged Collateral pursuant to this Section, the Purchaser agrees that upon 
request of the Vendor, the Purchaser will, at its own expense do or cause to be 
done all such acts and things as may be necessary to make such sale of the 
Pledged Collateral or any part thereof valid and binding and in compliance with 
applicable law. 

6.5 This Agreement shall create a continuing security interest in the Pledged Collateral 
and shall (a) remain in full force and effect until payment in full in cash of the 
Secured Obligations, (b) be binding upon the Purchaser, its successors and assigns, 
and (c) inure to the benefit of the Vendor and its successors, transferees and assigns. 
Vnthout limiting the generality of the foregoing clause (c), the Vendor may, after 
notifying the Purchaser, assign or otherwise transfer all or any portion of its lights 
and obligations under the Agreement to any other Person, and such other Person 
shall thereupon become vested with all the benefits in respect thereof granted to the 
Vendor herein. 

6.6 On the date on which all Secured Obligations have been paid in full in cash, the 
Vendor will execute and deliver to the Purchaser a proper instrument or instruments 
acknowledging the satisfaction and termination of this Agreement, and will duly 
assign, transfer and deliver to or at the direction of the Purchaser (without recourse 
and without any representation or warranty) such of the Pledged Collateral as may 
remain in the possession of the Vendor together with any monies at the time held by 
the Vendor hereunder. 

7. Vendor Warranties 

The Vendor hereby warrants and undertakes to the Purchaser cm a continuing basis to the 

intent that such warranties shall sundve the completion of sale and purchase of the 

Purchase Shares that: 

(A) the Vendor is a company duly incorporated, validly existing and in good standing 
under the laws of its jurisdiction of incorporation; 

(B) the Company has been formed for the sole purpose of bolding a portfolio of securities 
(the ‘Tortfolio”) and providing stmctured investments linked to the Portfolio and has 
engaged in no other business or activity since its formation; 
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(C) the execution, deliveiy and peifonnance by the Vendor of this Agreement is within the 
coiporate powers of the Vendor and this Agreement has been duly authorised, 
executed and delivered by the Vendor, 

(D) this Agreement constitutes a valid and binding agreement of the Vendor; 

(E) the execution, delivery and performance of this Agreement by the Vendor requires no 
action by or in respect of, or filing with, any governmental body, agency or official; 

(F) the execution, delivery and performance of this Agreement by the Vendor does not and 
will not (i) violate the articles of assodation of the Vendor (ii) violate any applicable 
law, rule, judgement, injunction order or decree (iii) require any consent or other 
action by any person and (iv) constitnte a default under any agreement or instrument 
binding on the Vendor; 

(G) there is no action, suit or proceeding pending against, or to the biowledge of the 
Vendor threaten^ against or affecting the Vendor or any of its properties before any 
court or arbitrator or any governmental body, agency or official; 

(H) the Vendor is not in violation of its articles of association or memorandum of 
association or in violation of or in default under any provision of applicable law or 
regulation or of any agreement, judgement, injunction, order, decree or other 
instrument binding on it, which violation or default (i) would affect the validity of this 
Agreement or (ii) would impair the ability of the Vendor to perform in any material 
respect the obligations which it has under this Agreement; 

(I) the Purchase Shares are beneficially owned by the Vendor and are frtt of any security 
interest, lien or other encumbrance; 

(J) the Purchase Shares represent the entire owniarship of the Vendor in the Company; 

(K) that the Portfolio (as defined in (B) above) is firee of any security interests and is 
unencumbered other than being subject to certain stock loan transactions as specified 
in the Contribution Agreement (provided that the Vendor makes no other warranty or 
representation, whether express or implied, as regards the nature or provenance of the 
securities comprised in the Portfolio). 


8, Purchaser Warranties 

The Purchaser hereby warrants and undertakes to the Vendor on a continuing basis to the 
intent that such warranties shall survive the completion of sale and purchase of the 
Purchase Shares that: 

(A) it is duly authorised and empowered to perform its duties and obligations under this 
Agreement; 
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(B) it is not restricted under the terms of its constitution or in any other manner from 
purchasing the Purchase Shares in accordance with this Agreement or from 
otherwise perfonmng its obligations hereunder; 

(Q it is acting as principal in respect of this Agreement 

8. Governing Law and Jurisdiction 

This Agreement will be governed by and construed in accordance with the laws of the 
Cayman Islands. 

AS WITNESS this Agreement has been entered into by duly authorised representatives of the 
Purchaser and by the Vendor on the date first written above. 


For and on behalf of 
Woodgien I, 

Name: 

Title: 

Date: 





For and on behalf of 

Enropean American Corporate Services Limited 


Name: 

Title: 

Date: 
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Amended and Restated Purchase Agreement 


TfflS AMENDED AND RESTATED PURCHASE AGREEMENT is made on the 30th day of 

November 2000, which reflects amendments to, and a restatement of, the original Purchase 

Agreement signed by the parties on the Sth day of May 2000. 

BETWEEN; 

(1) Woodglen I, Inc. (the "Purchaser"); and 

(2) European American Corporate Services Limited whose registered office is at Walmar 
House 288-292 Regent Street, London WIR SHF (the "Vendor"). 

WHEREAS; 

(A) The Vendor wishes to sell and the Purchaser wishes to buy the Purchase Shares (as defined 
below) in accordance with and subject to the terms of this Agreement. 

(B) The Purchaser is willing to grant to the Vendor security over the Purchase Shares as 
assurance for the payment of the Purchase Price (as defined below) on the terms also set 
out in this Agreement 


NOW THIS AGREEMENT WITNESSETH AND IT IS HEREBY AGREED AS FOLLOWS; 

1. Interpretation 

l.I In this Agreement, unless the context otherwise requires, the following words and 
expressions will have the meanings set opposite them; 

“Company” means Reka Limited, a Cayman Islands company. 

“Annual Interest Amount” means, subject to the provisions of clause S.2, an 
amount equal to the Purchase Price (as defined in clause 3 below) multiplied by 
3.00% and payable aimually on 31 December on Uie basis of the actual number of 
days elapsed and a 360 day year. 

“Options” means the put option and call option entered into on the same date 
hereof between Bamville Limited (an Isle of Man company) and the Company. . 

“Prepaid Interest Amount” means US$3,470, representing an amount by way of 
interest, fees and structuring costs payable by the Purchaser to the Vendor. 

“Purchase Date” means 5 May 2000. 

“Purchase Price Payment Date” means with respect to payment of Oie Purchase 
Price (or any part thereof), the earlier of the Unwind Date or 17 August 2000 (the 
“Provisional Payment Date”) or such later date as the Purchaser elects to pay all or 
part of the Purchase Price in accordance widi clause 5 .2 of this Agreement 
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“Purchase Shares” means 1 ordinary share of the Company. 

“Unwind Date” means the date upon which the Options are terminated early by 
the parties thereto. 

1.2 Clause headings are for ease of reference only and are not intended to affect the 
interpretation of this Agreement. 

2. Sale and Purchase 

On the Purchase Date, the Vendor shall sell as beneficial owner free from all liens, charges, 
encumbrances and any other security or quasi security interests (together, “Security 
Interests”) (which the Vendor hereby represents and warrants to be the case) and the 
Purchaser shall purchase the Purchase Sharif. 

3. Consideration 

The consideration for the sale of the Purchase Shares pursuant to the foregoing shall be 
USD 103,942 (the “Purchase Price”) and shall be payable by the Purchaser to the Vendor 
for value on the Purchase Price Payment Date. 

4. Interest on Purchase Price 

By way of interest on the Purchase Price for the period from the Purchase Date to the 
Purchase Price Payment Date (both dates inclusive), the Purchaser shall pay to the Vendor 

(a) on the Purchase Date an amount equal to the Prepaid Interest Amount; and 

(b) the Atmual Interest Amount 

in each case free of any withholding or deduction for or on account of tax. 

5. Settlement 

5.1 On the Purchase Date, the Vendor shall deliver to the Purchaser, or procure delivery to 
the Purchaser of, all instruments of transfer in respect of the Purchase Shares togedier 
with all certificates and any other document which may reasonably be required to 
give full legal and beneficial title to the Purchase Shares free from all Security 
foterests or which may be necessary to enable the Purchaser to procure the 
registration of the same in the name of the Purchaser or its nominee. 

5.2 The Purchaser shall pay to the Vendor the Purchase Price for value on the Provisional 
Payment Date, provided that the Purchaser shall be entitled (subject always to the 
Purchaser not being subject at the relevant time to any insolvency, bankruptcy or 
similar proceeding) to continue to defer the payment of all or part of the Purchase 
Price until such future date or, in the case of instalment payment dates, such date or 
dates to be determined at the Purchaser’s discretion but in any event to be no later 
than 2 May 2035. If the Purchaser elects to defer part of its Piuchase Price payment 
obligation in accordance with the foregoing, then the Annual Interest Amount shall 
be payable in parts and shall be determined with respect to each part payment 
according to t^t proportion of the Purchase Price represented by the relevant 
payment. In lieu of payment by the Purchaser of the Purchase Price (or part thereof) 
and the Annual Interest Amount on the applicable Purchase Price Payment Date, the 
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parties agree that the Vendor may effect a fiilt or partial discharge (as the case may 
be) of such obligation through the set-off by the Vendor against any payment 
obligation of the Vendor owed to an affiliate or subsidiary of the Purchaser 
(“Affiliate”) and which is or remains due and payable on the Purchase Price Payment 
bate. To Ae extent that the Vendor is able to effect such set-off and the relevant 
Affiliate consents to such treatment of its claim by the Vendor (which the Purchaser 
hereby undertakes to procure), then die payment obligation of the Purchaser to the 
Vendor hereunder shall be discharged accordingly. 

6. Pledge 

6.1 Upon the transfer of the Purchase Shares to the Purchaser pursuant to clause 5.1 
above, the Purchaser hereby pledges and assigns to the Vendor, and giants to the 
Vendor a security interest in and to, all of the Purchaser’s right, title and interest in 
and to, the Purchase Shares (the "Pledged Collateral") and all proceeds of auy and all 
of the foregoing Pledged Collateral (except any distributions (whether in cash or 
otherwise) made with respect to the foregoing Pledged Collateral, which shall be 
transmitted promptly to the Purchaser). 

6.2 Such pledge, assignment and security interest secures the payment of ail obligations 
of the Purchaser now or hereafter existing under this Agreement, whether direct or 
indirect, absolute or contingent (all such obligations being the "Secured 
Obligations"). 

6.3 Ail certificates or instruments representing or evidencing the Pledged Collateral shall 
be delivered to and held by the Vendor pursuant hereto and shall be in suitable form 
for transfer by delivery, and shall be accompanied by duly executed instruments of 
transfer or assignment in blank, all in form and substance satisfactory to the Vendor. 

6.4 If in the event that the Purchaser shall default in performing any of the Secured 
Obligations (an “Event of Defoult”) and such Event of Defoult shall be continuing for 
a period of more than 10 days after the date on which the Vendor notifies the 
Purchaser of such Event of Detolt- 

(a) The Vendor miQr exercise in respect of the Pledged Collateral, in addition to other 
rights and remedies provided for herein or otherwise available to it, all the rights 
and remedies of a secured party on default under the New York UCC as well as 
exercise its remedies under all applicable law, and the Vendor may also, without 
notice except as specified below, sell the Pledged Collateral or any part diereof in 
one or more parcels at public or private sale, at any exchange, Irokei's board or 
at any of the Vendor's offices or elsewhere, for cash, on credit or for foture 
delivery, and upon such other terms as the Vendor may deem commercially 
reasonable. 


(b) Any cash held by the Vendor as Pledged Collateral and all cash proceeds 
received by the Vendor in respect of any sale of, collection fix>m, or other 
realization upon all or any part of the Pledged Collateral may, in the discretion of 
the Vendor, be held by die Vendor as collateral for, and/or then or at any time 
thereafter applied in vhole or in part by the Vendor against, all or any part of the 
Secured Obligations in such order as the Vendor shall elect. Any surplus of such 
cash or cash proceeds held by the Vendor and remaining after payment in foil of 
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all the Secured Obligations shall be paid over to the Purchaser or to whomsoever 
may be lawfully entitled to receive such surplus. 

(c) If the Vendor shall determine to exercise its rights to sell all or any of the Pledged 
Collateral pursuant to this Section, the Purchaser agrees that, upon request of the 
Vendor, the Purchaser will, at its own expense do or cause to be done all such 
acts and things as may be necessary to m^e such sale of the Pledged Collateral 
or any part thereof valid and binding and in compliance with applicable law. 

6.5 This Agreement shall create a continuing security interest in the Pledged Collateral 
and shall (a) remain in full force and effect until payment in full in cash of the 
Secured Obligations, (b) be binding upon the Purchaser, its successors and assigns, 
and (c) inure to the bwefit of the Vendor and its successors, transferees and assigns. 
Without limiting the generality of the foregoing clause (c), the Vendor may, after 
notifying the Purchaser, assign or otherwise transfer all or any portion of its rights 
and obligations under the Agreement to any ofoer Person, and such other Person shall 
thereupon become vested with all the benefits in respect thereof granted to the 
Vendor herein. 

6.6 On the date on which all Secured Obligations have been paid in full in cash, the 
Vendor will execute and deliver to the Purchaser a prt^ instrument or instruments 
acknowledging the satisfaction and termination of this Agreement, and will duty 
assign, transfer and deliver to or at the direction of the Purchaser (without recourse 
and without any representation or warranty) such of the Pledged Collateral as may 
remain in the possession of the Vendor together with any monies at the time held by 
the Vendor hereunder. 

6.7 If at any time the Purchaser wishes to cause the Company to undertake any action 
after the purchase date that would result in foe Company eifoer acquiring or disposing 
of any assets or incurring or discharging any liabilities and such action would result 
in the net asset value of the Company being less than foe total cash amount owed by 
the Purchaser to the Vendor under the Purchase Agreement, then for so long as any 
Secured Obligations is or are outstanding, the Purchaser may only seek to cause such 
action with the prior written consent of the Vendor (such consent not to be 
unreasonably withheld). 

7. Vendor Warranties 

The Vendor hereby warrants and undertakes to the Purchaser on a continuing basis to the 

intent that such warranties shall survive the completion of sate and purchase of the 

Purchase Shares that- 

(A) foe Vendor is a company duly incorporated, validly existing and in good standing 
under the laws of its Jurisfoction of incorporation; 

(B) the Company has been fornied for foe sole purpose of holding a portfolio of securities 
(the ‘Portfolio”) and providing structured investments linked to the Portfolio and has 
engaged in no other business or activity since its formation; 

(C) the execution, delivery and performance by foe Vendor of this Agreement is within foe 
corporate powers of foe Vendor and this Agreement has been duly authorised, executed 
and delivered by foe Vendor, 

(D) this Agreement constitutes a valid and binding agreement of the Vendor, 
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(E) the execution, delivery and performance of this Agreement by the Vendor requires no 
action by or in respect o( or filing wifii, any governmental body, agency or official; 

(F) the execution, delivery and performance of this Agreement by the Vendor does not and 
will not (i) violate the articles of association of the Vendor (ii) violate any applicable 
law, rule, judgement, injunction order or decree 0ii) require any consent or other action 
1^ any person and (iv) constitute a default under any agreement or irrstrument binding 
on the Vendor, 

(Gjthere is no action, suit or proceeding pending against, or to the knowledge of the 
Vendor threatened against or affecting &e Vendor or any of its properties before any 
court or arbitrator or any governmental body, agency or official; 

(H) the Vendor is not in violation of its articles of association or memorandum of 
association or in violation of or in de&ult under any provision of applicable law or 
regulation or of any agreement, judgement, injunction, order, decree or other 
instrument binding on it, which violation or de&ult (i) would affect the validity of this 
Agreement or (ii) would impair the ability of the Vendor to perform in any material 
respect the obligaiions which it has under tius A^eement; 

(I) the Purchase Shares are beneficially owned by the Vendor and are fine of any security 
interest, lien or other encumbrance; 

(J) the Purchase Shares represent the entire ownership of the Vendor in the Company; 

(K) tbat the Portfolio (as defined in (B) above) is fi^ee of any security interests and is 
unencirmbered other than being subject to certain stock loan transactions as specified in 
the Contribution Agreement (provided that the Vendor makes no other warranty or 
representation, whether express or implied, as regards the nature or provenance of the 
securities comprised in the Portfolio). 


8. Purchaser Warranties 

The Purchaser hereby warrants and undertakes to the Vendor on a continuing basis to the 
intent that such warranties shall survive the completion of sale and purchase of the 
PurdiBse Shares fitab 

(A) it is duly authorised and empowered to perform its duties and obligations under this 
Agreement; 

(B) it is not restricted under the terms of its constitution or in any other manner fi'om 
purchasing the Purchase Shares in accordance with this Agreement or fiom otherwise 
performing its obligations hereunder; 

(C) it is acting as principal m respect of this Agreement 

9. Governing Law and Jurisdiction 

This Agreement will be governed by and construed in accordance with the laws of the 
Cayman Islands. 
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AS WITNESS this Agreement has been entered into by duly authorised representatives of the 
Purchaser and by die Vendor on the date first written above. 



nd m behalf of 
odglen I, Inc. 


tame: Joel Latnas 
Title: Treasurer 
Date; Jo 




For and on behalf of 

European American Corporate Services Limited 


Name: 

rule: 

Date: 
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8. Purchaser Warranties 

The Purehaser haet^ wsnaiits and undcrtahss to Vendor on a contiDixing basis to the 
intent that such warranties shah survive the ccsi^leiion of sale- and purchase of the 
Purchase Shares diat: 

(A) it is authodsed end enQMwered to perfonn its duties and obligations under Ais 
A^eement; 

C5) it te not restricted under &e tsiDfi of ite constitution or. in any other SBiiDer &om 
purchasing the Purchase Shares in accordance wifii this Agreement or Sxnn 
otherwise performing its obligations hereunder; 

(Q it is acting as principal in reqjeet of this Agreoaent 

9. Govenung Law and Jniisdictioa 

Hub Agreement will be governed by and cmistroed in accordance with the laws of the 

r^g ymaTi 

AS WITNESS tilis Agreement has been entered into )sy du^ Mithoriised representatives of tiie 
Purdnser and by tbe Vendor on the date first written above. 


For and on behalf of 
Wood^ It Inc. 



i| Anieri^ Coipoi^ Serdees Uinited 

Name: 

tiUk 

Date: 
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Amendment Agreement 


THIS AGREEMENT is made on November SO* 2000 
BETWEEN: 

(1) Woodglen 1, Inc. whose registered office is at 630 5* Avenue, Suite 1510, New York, NYlOll! (the 
"Purchaser"); and 

(2) European American Corporate Services Limited whose registered office is at WaJmar House 288-292 Reagent 
Street, London WIR SHF (the "Vendor"). 

WHEREAS: 

(A) The parties entered into the Purchase Agreement (as defined below). 

(B) TTie parties now wish to amend certain provisions of the Purchase Agreement. 


NOW IT IS HEREBY AGREED AS FOLLOWS: 

1. Interpretation 

1.1 In this Agreement, unless the context otherwise requires, the following words and expressions will have the 
meanings set opposite them: 

“Effective Date” means 5 May 2000. 

“Purchase Agreement” means the agreement between the Purchaser and the Vendor dated 5 May 2000 relating 
to the purchase of shares in Reka Limited, a Cayman Islands company. 

1.2 Clause headings are for case of reference only and arc not intended to affect the interpretation of this 
Agreement. 

2. Amendment of Final Interest Amount 

2.1 The definition of “Final Interest Amount” in clause I of the Purchase Agreement shall be deleted and replaced 
with the following: 

'“‘Annual Interest Amount" means, subject to the provisirms of clause 5.2, an amount equal to the Purchase 
Price (as defined in clause 3 below) multiplied by 3.00% and paj able annually on 3 1 December on the basis of 
the actual number of days elapsed and a 360 day yw.” 

2.2 The following in clause 4 of the Purchase Agreement, “(b) on the Purchase Price Payment Date, an amount 
equal to the Final Interest Amount” shall be deleted and replaced with “(b) the Annual Interest Amount”. 
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2.3 References to “Final Interest Amount” in clauses 5.2 and 5.3 of the Purchase Agreement shall be deleted and 
replaced with “Annual Interest Amount”. 

3. New Clause 6.7 

The following shall be inserted into the Purchase Agreonent, creating a new Clause 6.7: 

“6.7 If at any time the Purchaser wishes to cause the CcMupany to undertake any action that would result in 
the Company either acquiring or disposing of any assets or incurring or discharging any liabilities and 
such action would result in the net asset value of the Company being less than the total cash amount 
owed by the Purchaser to the Vendor under the Purchase Agreement, then for so long as any Secured 
Obligations is or are outstanding, the Purchaser may only seek to cause such action with the prior 
written consent of the Vendor (such consent not to be unreasonably withheld).” 


4. Effective Date of Amendments and Restatement 

All the amendments contained in this Agreement will be effective from the Effective Date and, for the 
avoidance of doubt, all the provisions of the Purchase Agreement other than those referred to herein shall remain 
unchanged and continue to be fully in force. 

5. Governing Law and Jurisdiction 

This Agreement will be governed b)' and construed in accordance with the laws of the Cayman Islands. 

AS WITNESS this Agreement has been entered into by duly authorised representatives of the Purchaser and by the 
Vendor on the date first written above. 


For and on behalf of 
Woodgien I, Inc. 

Name: 

Title: 


For and on behalf of 

European American Corporate Services Limited 

Name: 

Title; 
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Novation Agreement 


THIS AGREEMENT is made as of the 5th day of May 2000. 

BETWEEN: 

(1) Bamville Limited of 19 Mount Havelock, Douglas, Isle of Man (the “Original 
Party”); 

(2) Reka Limited of West Bay Road, P.O. Box 31106 Grand Cayman, Cayman 
Islands (the “New Party”); and 

(3) Jackstones Limited of 12-14 Finch Road, Douglas, Isle of Man (the “Remaining 
Party”) 

WHEREAS:- 

(A) The Original Party lent to the Remaining Party the Contribution Shares (as 
defined below) under certain stock lending transactions documented under 
stock lending agreements entered into on 28 December 1999, 3 January 2000 
10 January 2000 and 29 February 20Q0 (the “Stock Lending Agreements”). 

(B) The Original Party wishes to contribute the Contribution Shares to the New 
Party in exchange for shares in the New Party but, rather than recalling the 
Contribution Shares from the Remaining Party in accordance with the Stock 
Lending Agreements and then delivering them to the New Party, the Original 
Party has proposed that its rights and obligations under the Stock Lending 
Agreements insofar as they relate to the Contribution Shares be transferred and 
assigned to the New Party, such that' the New Party then becomes entitled to 
call for the return of the Contribution Shares from the Remaining Party and, 
pending such recall, hold the cash collateral originally transferred by the 
Remaining Party to the Original Party. 

(C) The New Party has agreed to take the Contribution Shares &om the Original 
Party subject to the applicable Stock Lending Agreement with the Remaining 
Party and has agreed to assume the cash collateral obligations thereunder to 
the extent of the aggregate market value of the Contribution Shares as of the 
date hereof. 

(D) With effect from the date hereof, the parties hereto have therefore agreed that, 
subject to the terms of this Agreement: - 

(i) the Original Party shall be released and terminated by novation from its 
obligations under the Stock Lending Agreements insofar as they relate 
to the Contribution Shares; and 
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(ii) the New Party shall assume all of the obligations of the Original Party 
in respect of the Stock Lending Agreements inso&r as they relate to the 
Contribution Shares, save in relation to the Residual Cash Collateral 
Obligation. 


In consideration of the mutual promises and releases contained herein, it is hereby 
agreed as follows: - 

1. In this Agreement, capitalised terms not otherwise defined shall bear the 
following meanings: 

“Cash Collateral Obligation” means the obligation of the Original Party 
under the Stock Lending Agreements prior to the execution of this Agreement 
to repay to the Remaining Party the cash collateral amount allocable to the 
Contribution Shares (the “Cash Collateral Amount”), such amount having 
originally been transferred by the Remaining Parly to the Original Party at the 
inception of the applicable stock lending transactions. 

“Contribution Share(s)” means the shares set out in the Schedule hereto. 

“Effective Date” means 5 May 2000. 

“Market Value” means, with respect to a Contribution Share, the official 
closing price of that share on the Effective Date 

“Residual Cash Collateral Obligation” means that part of the Cash 
Collateral Obligation equal to the Ca^ Collateral Amount less the sum of the 
Market Values of the Contribution Shares. 

2. With effect on and &om the Effective Date:- 

(a) the New Party undertakes to the Remaining Party to perform, , and 
assumes by novation, all the obligations due to be performed by the 
Original Party under the Stock Lending Transactions inso&r as they 
relate to the Contribution Shares (otiier than the Residual Cash 
Collateral Amount) as if it were an original patty thereto; 

(b) the Remaining Party hereby releases the Original Party fiom its 
obligations and liabilities under tiie Stock Lending Agreements insofar 
as they relate to the Contribution Shares (other t^ in relation to the 
Residual Cash Collateral Amount); 

(c) the Re mainin g Party hereby undertakes to the New Party to perform 
and assumes by novation obligations and liabilities in favour of the 
New Party identical to such of its obligations and liabilities as would 
arise in favour of the Original Party under the Stock Lending 
Agreements insofar as they relate to the Contribution Shares; and 
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(d) the Original Patty releases the Remaining Party from its obligations 
and liabilities to the Original Party under the Stock Lending 
Agreements insofar as they relate to the Contribution Shares and the 
Original Party hereby relinquishes all of its rights, interests, duties, 
claims and benefits thereunder. 

3 . Each of the Remaining Party and the Original Party represents and warrants to 
the New Party that (i) it or he, as the case may be, has power to execute, 
deliver and perform this Agreement and has taken all necessary action to 
authorise such execution, delivery and performance and (ii) this Agreement 
constitutes its or his, as the case may be, legal, valid and binding obligations, 
enforceable in accordance with its terms (subject to applicable bankruptcy, 
insolvency, moratorium or other laws affecting creditors’ rights generally fixim 
time to time in effect). 

4. The New Party represents and warrants to the Remaining Party and the 
Original Party that (i) it has power to execute, deliver and perform this 
Agreement and has taken all necessary action to authorise sudi execution, 
delivery and performance and (ii) this Agreement constitutes its legaL valid 
and binding obligations, enforceable in accordance with its terms (subject to 
applicable bankruptcy, insolvency, moratorium or other laws affecting 
creditors’ rights generally fiom time to time in effect). 

5. This Agreement may be executed in any number of counterparts, each of 
which when executed and delivered shall be an original, but all the 
counterparts shall constitute one and the same instrument 

6. This Agreement shall be governed and construed in accordance with English 
law. 


IN WITNESS WHEREOF the parties hereto have caused this Agreement to be duly 
executed the day and year first before written. 
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BarnvUle Limited 



Name: (\J ICN0t^»<O 

Title; I) ) RfrcTo t. 
Date; S^mc^JOOO 
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Schednle 

Contribntion Shares 


Share 

Nnmber of 
Shares in 
the Basket 

Relevant Stock 
Lending 
Agreement 

Value as at 
Stock Lending 
Date 

Value as at 
Effective Date 

Verisign, Inc. 

100,000 

29 Feb 2000 

24,606,250 

13,608,330 

Conexlent Systems, 
Inc. 

125,000 

29 Feb 2000 

12,101,563 

6,404,075 

CMGI,Inc. 

250,000 

3 Jan 2000 

40,805,000 

16,175,250 

Internet Capital 
Group, Inc. 

215,000 

3 Jan 2000 

43,000,000 

8,437,073 

Commerce One, Inc. 

230,000 

28 Dec 1999 

28,750,000 

12,952,289 

Yahoo! Inc. 

100,000 

3 Jan 2000 

23,750,000 

12,520,920 

Citrix Systems, Inc. 

300,000 

29 Feb 2000 

30,918,750 

13,453,980 

Excite @Home 

450,000 

10 Jan 2000 

18,112,500 

7,984,935 

Doubleclick Inc. 

200,000 

3 Jan 2000 

26,800,000 

12,405,600 

Totab 



248,844,063 

103,942,452 
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PROMISSORY NOTE 


$103,942,452 


5 May, 2000 


FOR VALUE RECEIVED, Bamville Limited, a limited liability company organized 
and existing under the laws of the Isle of Man (the "Borrower"), hereby promises to pay to the order 
of Rfika Limited (the "Company"), in lawful currency of the United States of America in 
immediately available funds, the principal sum of $103,942,452 or, if less, the unpaid principal 
amount of this Note from time to time, provided that the Company may not seek any such payment 
under this Note if and to the extent that either the Company or an affiliate entity of the Company 
owe an amount (an “Off-settable Amount”) to the Borrower at the relevant time (whether or not such 
amount is then due and payable). As and when any Off-settable Amount becomes due and payable, 
then the liability of the Borrower under this Note shall be reduced by a corresponding amount in 
satisfaction of the Off-settable Amount. 

The Borrower also promises to pay interest on the unpaid principal amount of this Note in like 
money from the date hereof until paid at a rate of 3.00% on the basis of the actual number of days 
elapsed and a 360 day year. 

This Note is not endotsable may only be assigned with the prior written consent of the Borrower. 
This Note shall be governed by, and construed in accordance with, the laws of the Isle of Man. 


Bamville Limited 
By: 

Name: R rvliCKoCSOiO 
Title: •Ditt.C'tTOru 





2305 


AMENDED AND RESTATED PROMISSORY NOTE 


$103,942,452 


5 May, 2000 


FOR VALUE RECEIVED, Bamville Limited, a limited liability company organized 
and existing under the laws of the Isle of Man (the "Borrower"), hereby promises to pay to the order 
of Reka Limited (the "Company"), in lawful currency of the United States of America in 
iimnediately available funds, the principal sum of $103,942,452 or, if less, the unpaid principal 
amount of ^s Note &om time to time, provided that the Company may not seek any such payment 
under this Note if and to the extent that either the Company or an affiliate entity of the Company 
owe an amount (an “OfT-settable Amounf *) to die Borrower at the relevant time (whether or not such 
amount is then due and payable). As and when any Off-settable Amount becomes due and payable, 
thrai the liability of the Borrower under this Note shall be reduced by a corresponding amount in 
satisfaction of the Off-settable Amount. 

The Borrower also promises to pay interest oil the unpaid principal amount of this Note, in like 
money, at a rate of 3.00% payable on 31 December 2000 and armually thereafter (the “Interest 
Payment Date”) or in a part year, onthebasisofthe actual number of days elapsed since the previous 
Interest Payment Date and a 360 day year. 

This Note is not endotsable may only be assigned with the prior written consent of the Borrower. 
This Note shall be governed by, and construed in accordance with, the laws of the Isle of Man. 
Barnville Limited 

By: 

Name: 

Tide: 



Permanent SiibconuniWce on Investiaations 

EXfflBIT #66 - FN 289 
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AMENDED AND RESTATED ntOMESSORYNOTE 


8103^2,452 


5Biiay,2000 


TOR RECBIVBD, BaiDviSe limited a liioitBd HaboHlyoofl^ii^ cssasised 

ax^ eads&ig un4er the laws of die Isle ofMan "BocownT), bocby pmntSBS to pay TQ the Older 
of Rdca (die "Coisittny^ in IcwjQd cazeacy of ifas Uflitad States Amexica. la 

wruwiaHiiite'ly avefloMe fand*!, flbe pr>m4||iri <ggTw of tlgl,m^AS2 Q^ifloB, die wipaid poincipal 

wf Nate frcjm t^mA to Ae ^’Vywyaay aegV any emh payment 

ii pder diis Note if and ^ the cadeat dut odier die ConpsiQr et an afflHate atiiy of die Company 
owe ea « >w«w w * (an **Off-aettahle AnDnnO ^ die Bobdwbt at flietdevaiittiiDe(tdi^icrorzu>t siicSi 
amooEitisdieadaeaiid^abk). Asaidwtei8QyOff'«8QableAmoQcHbecomie$daeBQdp^l^^ 
diefit the lialnli^ ctf the Boxniwer ooder dits Note shsll be lediiced by a cnzxe^ondiiig aDoimt in 

aetia&ction of the 0£f-seaable Amogpt 


The Bcozower also {Komisa to pay interest on. die pTT«e^^ amomt of this Kota, in like 
money, at • nte of 3.d0% payable on 31 December 2000 and ammaUy theieafter (the ^Ihtaert 
Payment or part yar, ftn dte hMifi flf Q 3 g ae^l fttanbcf of diQW ehpsed sineg OieptcvigDS 
Inteiest jhiystaox lOatB a 360 day year. 


Hiis Kate is not oadorsablo may only be assigned widi die pdoc wtiOen cofiKSt of the Boaowix. 


Utis Koto shall be go^emed by, and conslziied in accordoned witb» die laws of tile Isle of bfoi. 


BarwiDc lindM >n 


By: 

Keme: ^ <0 i C C-t « o 
Titie: V rO^To 

Accepted by: 

RdlnUiDited 


By. 

Kame: 

Tide: 


<io/zo'd 


Permanent Subcommittee on lovestigations 
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To: Reka Limited 

West Bay Road 
P.O.Box 31106 
Grand Cayman 
Cayman Islands 

From: Bamville Limited 
19 Mount Havelock 
Douglas 
Isle of Man 


S May 2000 


Re: Equity Option Transaction 
Dear Sir. 

The purpose of this letter (this “Confirmation”) is to confirm the terms and conditions of the 
Equity Option entered imo between us on the Trade Date specified below (“the Transaction”). 
This Confirmation constitutes a “Confirmation” as referred to in the ISDA Master Agreement 
specified below. 

The definitions and provisions contained in the 1996 ISDA Equity Derivatives Definitions (the 
“Equity Derivatives Definitions”), as published by the International Swaps and Derivatives 
Association, Inc., are incorporated into this Confirmation. In the event of any inconsistency 
between the Equity Derivatives Definitions and this Confirmation, this Confirmation will govern. 

This Confirmation evidences a complete and binding agreement between you and us as to the 
terms of the Transaction to which this Confirmation relates. In addition, you and we agree to use 
all reasonable efforts promptly to negotiate, execute and deliver an agreement in the form of the 
ISDA Master Agreement (Multicurrency-Cross Border) (the “ISDA Form”), with such 
modifications as you and we will in good faith agree. Upon the execution by you and us of such 
an agreement, this Confirmation will supplement, form part ofi and be subject to that agreement 
All provisions contained in or incorporated by reference in that agreement upon its execution will 
govern this Confirmation except as expressly modified below. Until we execute and deliver feat 
agreement this Confirmation, together with all other documents referring to fee ISDA Form 
(each a “Confirmation”) confirming transactions (each a “Transaction”) entered into between us 
(notwithstanding anything to fee contrary in a COTfirmation), shall suppimnent form a part of, 
and be subject to, an agreement in the form of fee ISDA Form as if we had executed an 
agreement in such form (but without any Schedule' except for the election of English Law as fee 
governing law and US dollars as the Termination Currency) on fee Trade Date of fee first such 
Transaction between us. In the event of any inconsistency between the provisions of that 
agreement and this Confirmation, this Cortfirmation will prevail for fee purpose of this 
Transaction. 

The terms of the Transaction to which this Confirmafion relates are as follows: 

General Terms: 

Trade Date: 5 May 2000 


t Permanent Subcommittee on Investigations 

EXHIBIT #66 - FN 291 
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Option Style: 

Option Type: 

Seiler; 

Buyer. 

Basket; 

Number of Options: 
Option Entitlement: 
Multiple Exercise: 
Strike Price: 
Premium; 

Exchange(s); 
Procedure for Exercise: 
Expiration Date: 
Automatic Exercise: 
Valuation: 

Valuation Time; 

Valuation Date: 
Settlement Terms: 


European 

Put 

Bamvitle Limited 
Reka Limited 
As speciEed in Aimex 1 
One 

One Basket per Option 

Inapplicable 

US$103,942,452 

$15,321,117, provided that, against this amount shall be 
set-off the premium payable by the Seller to the Buyer 
for the Call Option entered into between the Buyer and 
the Seller with the same Trade Date as this Option, 
resulting in a net premium payment due by the Buyer to 
the Seller a( $2,380,282 on Ite trade date and $720,905 
on May 22, 2000. 


With respect to each security comprised in the Basket, 
the exchange on which that security is primarily traded. 


14 August 2000 


Applicable 


With respect to each security comprised in the Basket, 
the close of trading on the Exchange for that security. 

The Expiration Date 
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Cash Settlement Payment 

Date: Three Exchange Business Days immediately following 

the Expiration Date. 

Adjustments: 

Method of Adjustment: Options Exchange Adjustment 

Extraordinary Events: 

Consequences of Merger Events: 

(a) Share-for-Share: Options Exchange Adjustment 

(b) Share-for-Othen Options Exchange Adjustment 

(c) Share-for-Combined: Options Exchange Adjustment 

Nationalisation or Insolvency: Cancellation and Payment 
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Please confirm that the foregoing correctly sete out the teims of our agreement by executing a copy of 
this Confirmation enclosed for that purpose and returning it to us. 

Yours sincerely, 



Bamville Limited 


of the date first above written 


Limited 

Co/y- 
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ANNEX 1 

Shares comprised in the Basket 

The Basket is composed of the specified Shares of the Issuers listed below in the relative proportions 
and numbers set out in relation to each Issuer below. 


Stock 

Ticker 

Company 

No of Shares 
in Basket 

Contribution to 
Strike Price 

VRSN 

Verisign, Inc. 

100,000 

13,608,330 

CNXT 

Conesttent Systems, Inc. 

125,000 

6,404,075 

CMGI 

CMGI, Inc. 


16,175,250 

ICGE 


215,000 

8,437,073 

CMRC 

Commerce One, Inc. 

230,000 

12,952,289 

YHOO 

Yahoo! Inc. 


12,520,920 

crxs 

Citrix Systems, Inc. 

300,000 

13,453,980 

ATHM 

Excite @Home 

450,000 

7,984,935 

DCLK 

Doubleclick Inc. 

200,000 

12,405,600 

Total 



103,942,452 


5 
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To: Reka Limited 

West Bay Road 
P.O. Box 31106 
Grand Cayman 
Cayman Islands 

From: Bamville Limited 
19 Mount Havelock 
Douglas 
Isle of Man 

5 May 2000 

Re: Equity Option Transaction 
Dear Sir 

The purpose of this letter (this “Confirmation”) is to cm&m the terms and conditions of the 
Equity Option entered into between us on the Trade Date specified below (“the Transaction”). 
This Confirmation constitutes a “Confirmation” as referred to in the ISDA Master Agreement 
specified below. 

The defmitions and provisions contained in the 1996 ISDA Equity Derivatives Definitions (the 
“Equity Derivatives Definitions”), as published by die International Swaps and Derivatives 
Association, Inc., are incorporated into this Confirmation. In the event of any inconsistency 
between the Equity Derivatives Definitions and this Confirmation, this Confirmation will govern. 

This Confirmation evidences a complete and binding agreement between you and us as to the 
terms of the Transaction to which this Confirmation relates. In addition, you and we agree to use 
all reasonable efforts promptly to negotiate, execute and deliver an agreement in the form of the 
ISDA Master Agreement (Muldcurrency-Ctoss Border) (the “ISDA Form”), with such 
modifications as you and we will in good ttth agree. Upon the execution by you and us of such 
an agreement, this Confirmation will supplement, form part of and be subject to that agreement 
All provisions contained in or incorporate by refdence in that agreement upon its execution wdll 
govern this Confirmation except as eiqtressly modified below. Until we execute and deliver that 
agreement, this Confirmation, together with all other documents referring to the ISDA Fcmn 
(each a Xonfirmation”) confirming transacdorrs (each a “Transaction”) entered into between us 
(notwithstanding anything to the contrary in a Confirmation), shall suppimnent, form a part of 
and be subject to, an agreement in the form of the ISDA Form as if we had executed an 
agreement in such form (but without any Schedule except for the election of English Law as the 
governing law and US dollars as the Termination Currency) on the Trade Date of die first such 
Transaction between os. In the event of any inconsisteocy between the provisions of that 
agreement and this Confirmation, this Confirmation will prevail for the purpose of this 
Transaction. 

The terms of the Transaction to which this Confirmation relates are as follows: 

General Terms: 

Trade Date: 5 May 2000 


Permanent Subcommittee on Ipyestigations 
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Option Style: 
Option Type: 

Seller: 

Buyer: 

Basket 

Number of Options: 
Option Entitlement 
Multiple Exercise: 
Strike Price: 
Premium: 


Exchange(s): 

Procedure for Exercise: 
Expiration Date: 
Automatic Exercise: 
Valuation: 

Valuation Time: 

Valuation Date: 

Settlement Terms: 

Cash Settlement 

Cash Settlement Payment 
Date: 


European 

Call 

Reka Limited 
Bamville Limited 
As specified in Aimex 1 
One 

One Basket per Option 
Inapplicable 
US$1 14^36,697 


The premium fcx this Option (US$12^19,930) shall be 
offset and discharged in foil against the premium cost 
for the Put Option entered into between the Buyer and 
the Seller with the same Trade Date as tins Option 

With respect to each security comprised in the Basket, 
the exchange on which that security is primarily traded. 


14 August 2000 
Applicable 


With respect to each security comprised in the Basket, 
tire close of trading on the Exchange for that security. 

The Expiration Date 


Applicable 


Three Exchange Business Days immediately following 
the Expiration Date. 


2 
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Adjustments: 

Method of Adjustment Options Exchange Adjustment 


Extraordinary Events: 

Consequences of Merger Events: 


(a) 

Share-for-Shaie: 

Options Exchange Adjustment 

(b) 

Share-for-Othen 

Options Exchange Adjustment 

(c) 

Share-for-Combined: 

Options Exchange Adjustment 

Nationalisation or Insolvency: 

Cancellation and Payment 


Please confirm that the fisregoing conectly sets out the terms of our agreement by executing a copy of 
this Confirmation enclosed for that purpose and returning it to us. 

Yours sincerely. 



Bamvilte Limited 



3 


PSI-QUEL 07067 



2315 


ANNEXl 

Shares comprised in the Basket 


The Basket is composed of die specified Shares of the Issuers listed below in the relative proportions 
and numbers set out in relation to each Issuer below. 


Stock 

Ticker 

Company 

No of Shares 
in Basket 

Contribntion to 
Strike Price 

VRSN 

Verisign, Inc. 

100,000 

14,969,163 

CNXT 

Conextent Systems, Inc. 

125,000 

7,044,483 

CMGI 

CMGI, Inc. 

250,000 

17,792,775 

ICGE 

Internet Capital Group, Inc. 



CMRC 

Commerce One, Inc. 

230,000 

14,247,518 1 

YHOO 

Yahoo! Inc. 

100,000 

HftyucAiiklH 

CTXS 

Citrix Systems, Inc. 

300,000 

14,799,378 

ATHM 

Excite ©Home 


8,783,428 

DCLK 

Doubleclick Inc. 


13,646,160 

Total 



114,336,697 
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Dated 5 May, 2000 


Reka Limited 


US Call Warrants due 2005 


SUBSCREPnON AGREEMENT 


Permanent Subcommittee on Investigatiops 

EXfflBIT#66-FN 292 
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THIS SDBSCRIPnON AGREEMENT (the “Agreement”) is made on 5 May 2000, between: 

(1) Reka Limited (the "Issuer"); and 

(2) EA Investment Services Limited, a company organised under the laws of the British Virgin 

Isles (the "Company"). 

WHEREAS; 

The parties wish to record the arrangements between them for the issue by the Issuer of 1000 USD 

cove^ call warrants due 2005 (the “Warrants", which expression where the context so admits shall 

include the Global Warrant (as defined below) to be delivered in respect of them). 

IT IS AGREED as follows; 

1. ISSUE AND SUBSCRIPTION 

(a) Subject to the terms and conditions of this Agreement, the Issuer agrees to issue the 
Warrants on 5 May 2000 or on such later date as the Issuer and the Company may 
agree (the "Closing Date"). The Warrants will be subscribed for at a subscription 
price of US$50,547 per Warrant (the "Subscription Price"). 

(b) The Company hereby agrees to subscribe arrd pay for, or to procure subscriptions and 
payment for, the Warrants on the Closing Date at the Subscription Price subject to 
the terms of this Agreement. 

2. CLOSING 

(a) On the Closing Date, the Issuer will issue and deliver to the Company or to its order 
a duly executed global warrant representing the Warrants (the "Global Warrant"). 

(b) Against such delivery the Company will pay or cause to be paid to the Issuer in 
immediately available fimds the subscription monies for die Warrant (being the 
Subscription Price of the Warrant). 

(c) The Issuer hereby authorises and instructs such payment(s) to be credited to an 
account of the Issuer at the Company (the ‘Tssuer Account”), which monies shall 
remain so credited until the expiry or exercise by holders of the Warrants (on a pro 
rata basis in the case of only some of the Warrants being exercised) or until the 
exercise of the Put Right in accordance with clause 6 below. 

3. UNDERTAKINGS BY THE ISSUER 

The Issuer undertakes with the Company as follows: 

(a) the Issuer will pay any stamp, issue, registration, documentary, transaction or other 
taxes and duties, including interest and penalties, payable on or in connection with 
the creation, issue and ofiering of the Warrants or the executioii or delivery of this 
Agreement; and 

(b) the Issuer will forthwith notify the Company if at any time prior to payment of the 
subscription monies to the Issuer on the Closing Date anything occurs which renders 


PSI-QUEL 07142 



2318 


or may render untrue or incorrect in any respect any of the representations and 
warranties contained in clause S and will forthwith talce such steps as the Conqtany 
may reasonably require to remedy and/or publicise the fact 

4. REPRESENTATIONS AND WARRANTIES 

As a condition of the obligation of the Company to subscribe and pay fat or procure 

subscriptions and payment for the Warrant the Issuer represents and warrants to the 

Company that: 

(a) the Warrants are at the date of issue fully covered as a result of the Issuer holding, or 
having the unconditional right to call for, the Basket Shares (as defined in the Global 
Warrant); 

(b) it is duly incorporated and validly existing under the laws of the Cayman Islands with 
full power and authority to own its assets and to conduct a business; 

(c) all necessary actions, authorisations, conditions and things (including, without 
limitafion, any necessary filings, registrations and consents) required to be taken, 
given, fulfilled and done by or on behalf of the Issuer in the Cayman Islands have 
been, or will be, taken, given, fulfilled and done in connection with the issue of the 
Warrants on or before the Qosing Date; 

(d) no consent, approval, authorisation, licence or qualification of or with any court or 
governmental agency or body is required and no other action or thing is required to 
be taken, fulfilled or done in relation to this paragraph 4(d) which has not been taken, 
fiilfilled or done on or prior to the date hereof by the Issuer for the execution and 
delivery of the Agreement and the issue and distribution of the Warrants and the 
performance of the terms of the Warrants; 

(e) the matters referred to in paragraph 4(d) above do not and will not: 

(i) infiinge, conflict with or result in a breach of any of the tenns or prrrvisions 
of, or constitute a defoult under, the documents constituting the Issuer, or any 
indenture, trust deed, mortgage or other agreement or instrument to which 
the Issuer or any of its subsidiaries is a party or by which it or any of its 
properties is boimd; or 

(ii) conflict with any existing applicable law, rule, regulation, judgment, order or 
decree of any government, governmental body, administrative agency or 
court, domestic or foreign, having jurisdiction over the Issuer, any such 
subsidiary or any of its properties. 

(0 this Agreement has been duly authorised, executed and delivered by the Issuer and 
constitutes valid and legally binding obligations of the Issum’ ertforceable in 
accordance with their respective terms subject to the laws of bankrrrptcy and other 
laws affecting the rights of creditors geneialiy, 

(g) the Warrants have been duly authorised by the Issuer and, when duly executed, 
authenticated and issued will constitute valid and legally binding obligations of the 
Issuer enforceable in accordance with their respective terms subject to the laws of 
bankruptcy and other laws affecting the rights of creditors generally; 
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(h) there are no pending actions, suits oi proceedings against or acting the Issuer a 
any of its subsidiaries or any of its properties which, if determined adversely to the 
Issuer or any such subsidiary, would individually or in the aggregate have a material 
adverse effect on the condition (financial or other), prospects, results of operations or 
general af&irs of the Issuer or on the ability of the Issuer to perform its obligations 
under this Agreement or the Warrants or which are otherwise material in the context 
of the issue of the Warrant and, to the best of the Issuer's knowledge, no such actions, 
suits or proceedings are threatened or contemplated; 

(i) no stamp or other duty is assessable or payable in, and no withholding or deduction 
for any taxes, duties, assessments or goverrunental charges of whatever nature is 
imposed or made for or on account of any income, registration, transfer or turnover 
taxes, customs or other duties or taxes of any Idnd, levied, collected, withheld or 
assessed by or within, the Cayman Islands in connection with the authorisation, 
execution or delivery of this Agreement or with the authorisation, execution, issue, 
sale or delivery of the Warrants; 

(j) no event has occurred or circumstance arisen which, had the Warrant been issued, 
might (or with the giving of notice and/or the lapse of time and/or the fulfilment of 
any other requirement might) constitute an "Event of Default" as defined in the terms 
and conditions of the Warrants; 

(k) that neither the Issuer, its affiliates nor any persons acting on its behalf has made or 
will make offers or sales of securities under circumstances that would require the 
registration of the Warrants under the United States Securities Act of 1933. 

5. CONDITIONS PRECEDENT 

This Agreement and the obligations of the Company are conditional upon: 

(a) there having been, as at the Closing Date, no adverse change which is material in the 
context of the issue of the Warrants, in the financial or other condition of the Issuer, 
nor any breach of, nor any event rendering untrue, misleading or incotrea in any 
material respect, any of the warranties of the Issuer contained herein, nor any breach 
by the Issuer of any of its obligatioos hereunder, 

(b) the Issuer holding, or having the unconditional right to call for the Basket of Shares 
(as defined in the Global Warrant) on the Closing Date. 

6. PUT RIGHT 

(a) If at any time prior to the expiry of the Warrants, the Issuer no longer holds, or no 
longer has the right to call for the Basket of Basket Shares, then the Coitqrany shall 
have the right (the “Put Right”) to put back to the Issuer all or any Warrants then 
outstanding which at such time it continues to bold for its own accounL 

(b) In the event that the Company exercises the Put Right in accordance with clause 6(a), 
then it shall deliver to the Issuer the Warrants in reflect of which such right is 
exercised and shall, if appropriate, amend the Global Warrant accordingly. 

(c) In exchange for the delivery of such Warrants to the Issuer, the Issuer shall be liable 
to pay to the Company an amount pec Warrant equal to the Subscription Price plus 
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interest thereon for the period commencing on the Closing Date and ending cm the 
date of delivery by the Bank at a rate equal to the rate of interest payable on the 
Issuer Account, which payment shall be satisfied and discharged by the Con^ahy 
debiting the Issuer Account by the appropriate amount 

7. INDEMNITY 

Die Issuer agrees to indemnify and hold harmless the Conqiany and its respective directora, 
officers, employees (each an "htdemnified Person”) from and against any and all losses, 
claims, damages, liabilities, judgements and expenses (including, but not limited to, legal 
costs and expenses) which it may incur, or which may be made against it caused by or arising 
out of any tueach or alleged breach of any of the representaticms, warranties, undrartekings rar 
agreements contained in, or any cectiBcate issued by the Issuo' pursuant to, this Agreenent 
The amount paid or payable by an Indemnified Person as a result of sucdi losses, claims, 
damages, liabilities, judgments or expenses shall include any legal or other expense incurred 
by such Indemnified Person in connection with investigating or defending such claim. 

8. TERMINATION 

The Company may by notice given at any time prior to payment of the subscription monies 
for the Warrants to the Issuer terminate this Agreement if: 

(a) any of the representations and warranties centred in clause 4 shall have been 
untrue in any material respect at the time of making thereof or shaU subsequently 
have become untrue in any material respect or in the event of failure to perform any 
of the Issuer^ undertakings or agreements in this Agreement; or 

(b) on the Dosing Date any of the conditions specified in clause 5 has not been satisfied 
or waived by the Company; « 

(c) in the opinion of the Company, there shall have been since the date hereof, any 
change, or any development involving a prospective change, in naticmal or 
intemationat monetary, financial, political or economic condifions or currency 
exchange rates or foreign exchange controls such as would in the view of the 
Conqany be likely to prejudice materially the success of the offering and distribution 
of the Warrant or dealings in the Warrant in the secondary market. 

(2) Upon such notice being given, the parties hereto shall be released and discharged fiom their 
obligations hereunder. 

9. GOVERNING LAW AND JURISDICTION 

(1) TUs Agreement is governed by, and shall be construed in accordance with English law. 

(2) The Issuer hereby agrees for the benefit of the Company that the courts of England are to 
have jurisdiction to settle any disputes which may arise out of or in cmmecdon with this 
Agreement and that accordingly any suit, action or proceedings arising out of or in 
connection with this Agreement may be brought in such cowts. 
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IN WITNESS whereof this Agreement has been entered into on the date hereinbefore stated. 
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(2) The Issuer hereby agrees for the benefit of the Company that the courts of England are to 
have jurisdiction to settle any disputes which may arise out of or in connection with this 
Agreement and that accordingly any suit, action or proceedings arising out of or in 
connection widi this Agreement may be brought in such courts. 

IN WnriESS whereof this Agreement has been entered into on the date hereinbefore stated. 

Reka Limited 
By: 



By: Kaiiem Abdellatif, Director 
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THE warrants represented BY THIS GLOBAL WARRANT (THE “WARRANTS") HAVE NOT BEEN 
REGISTERED AND WILL NOT BE REGISTERED UNDER THE UNITED STATES SECURITIES ACT OF 1933, AS 
AMENDED (THE “SECURITIES ACTT, AND TRADING IN THE WARRANTS HAS NOT BEEN APPROVED BY THE 
UNITED STATES COMMODITY FUTURES TRADING COMMiSON (THE “CFTO UNDER THE UNITED STATES 
COMMODITY EXCHANGE ACT CTHE XOMMODITY EXCHANGE ACT). THE WARRANTS, OR INTERESTS 
THEREIN. MAY NOT AT ANY TIME BE OFFERED, SOLD, RESOLD. TRADED OR DHJVERED, DIRECTLY OR 
INDIRECTLY. IN THE UNITED STATES OF AMERICA (INCLUDING THE STATES AND THE DISTRICT OF 
COLUMBIA), ns TERRITORIES, ITS POSSESSIONS AND OTHER AREAS SUBJECT TO ITS JURISDICTION 
CUNTTED STATES") OR DKECTLY OR INDIRECTLY OFFERED, SOLD, RESOLD, TRADED OR DELIVERED TO, OR 
FOR THE ACCOUNT OR BENEFIT OF ANY PERSON fU.S. PERSON^ WHO B (I) AN INDIVIDUAL WHO IS A 
CITHEN OR RESIDENT OF THE UNITED STATES; OR (II) A CORPORATION, PARTNERSHIP OR OTHER ENTITY 
ORGANISED IN OR UNDER THE LAWS OF THE UNITED STATES OR ANY POLITICAL SUBDIVISION THEREOT OR 
WHICH HAS ITS PRINCIPAL PLACE OF BUSINESS IN THE UNITED STATES; OR (III) ANY ESTATE OR TRUST 
WHICH IS SUBJECT TO UNITED STATES FEDHIAL INCOME TAXATION REGARDIESS OF THE SOURCE OF ITS 
INCOME; OR (IV) ANY TRUST IF A COURT WITHIN THE UNITED STATES IS ABLE TO EXERCISE PRIMARY 
SUPERVISION OVER THE ADMINISTRATION OF THE TRUST AND IF ONE OR MC«E UNITED STATES TRUSTEES 
HAVE THE AUTHORITY TO CONTROL ALL SUBSTANTTAL DECISIONS OF THE TRUST; OR (V) A PENSION PLAN 
FOR THE EMPLOYEES. OFFICERS OR PRINCIPALS OF A CORPORATION, PARTNERSHIP OR OTHER ENTITY 
DESCRSED IN (II) ABOVE; OR (VI) ANY ENTTIY ORGANISED PRlNCIPAIiY FOR PASSIVE INVESTMENT. TEN 
PER CENT OR MORE OF THE BENEFICIAL INTERESTS IN WHICH ARE HELD BY PERSONS DESCRIBED IN (I) 
THROUGH (V) ABOVE IF SUCH ENTITY WAS FORMED PRINCIPALLY FOR THE PURPOSE OF INVESTMENT BY 
SUCH PERSONS m A COMMODITY POOL THE OPERATOR OF WHICM IS EXEMPT FROM CERTAIN 
REQUIRaiENTS FROM PART 4 OF THE CTFC’S REGULATIONS BY VIRTUE OF ITS PARTICIPANTS BEING NON- 
US. PERSONS; OR (VH) ANY OTHER “US.PERSON“ AS SUCH TERM MAY BE DEFINED IN REGUIATIONS UNDER 
THE SECURITIES ACT OR IN REGULATIONS ADOPTED UNDER THE COMMODITY EXCHANGE ACT. IN 
ADDITION IN THE ABSENCE OF RELIEF FROM THE CTFCL OFFERS. SALES, RE-SALES, TRADES OR DELIVERIES 
OF WARRANTS, OR INTERESTS THEREIN. DIRECTLY OR INDIRECTLY IN THE UNITED STATES OR TO, OR FOR 
THE ACCOUNT OR BENEFIT OF US. PERSONS MAY CONSITTUTE A VIOLATION OF UNITED STATES LAW 
GOVERNINQ COMMODITIES TRADING. CONSEQUENTLY. ANY OFFER. SALE, RE-SALE, TRADE OR DELIVERY 
MADE, DIRECTLY OR INDIRECTLY, WITHIN THE UNITED STATES OR TO. OR FOR THE ACCOUNT OR BENEFIT 
OF A US. PERSON WILL NOT BE RECOGNISED. 

REKAUMITED 
The (“Issuer^ 

GLOBAL CALL WARRANT 
In relation to 

A Basket of Basket Shares of Companies in the US Technology Sector due 5 May 2005 


This global warrant (the “Global Warrant”) represents a duly authorised issue of 1000 
warrants (the “Warrants” and each one a “Warrant”) in relation to a Basket of Shares of 
CoD^ianies in the US Technology Sector due 5 May 2005. The Global Warrant is subject to 
the attached terms and conditions (the “Conditions”). 


The Global Warrant shall be governed by and construed in accordance with English law. 

In witness whereof this Global Warrant has been executed by Reka Limited as a deed poll and 
delivered on fee day and year first below written. 



Address: P.O Box 3 1 106SMB, GRAND CAYMAN 


Permanent Subcommittee on Investigation.'! 

EXHIBIT #66 - FN 292 
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TERMS AND CONDITIONS OF WARRANTS 
1. DeflBitlons 
In ihese conditions; 

“AnnouiiceBieat Date” means (i) in respect of a Nationalisation, the date of the first public 
announcement of a firm intention to nationalise (whether or not amended at on the terms 
originally announced) that leads to the Nationalisation and (ii) in re^jeot of an hisolvency, the 
date of file first public announcement of the institution of a proceeding or presentation of a 
petitiOT or passing of a resolution (or other analogous procedure in any jurisdiction) that leads 
to the Insolvency, in each case as detomined by the Issuer. 

“Basket” means, wid) respect to a Warrant, a basket of shares comprising the Basltet Shares 
specified in Schedule A hereto. 

“Basket Share” means any share that is for the time being comprised in the Basket 

“Basket Share Exchange” means, with respect to a Basket Share, NASDAQ, or such other 
stock exchange as the Issuer shall determine to be the principal stock exchange on which a 
Basket Share is listed or traded. 

“Delivery Disruption” means, in the opinion of the Issuer, the failure of the Issuer to deliver 
on the Shares Settlement Date the requisite number of Basket Shares that is due solely to 
illiquidity in the market for such Basket Shares. 

“EAIB” means European American Investment Bank, a financial institution organised under 
the laws of Austria. 

“Exercise Business Day" means, in respect of any Warrant, a day (other than Saturday at 
Sunday) during the Exercise period on which banks in Lcsidon are open for business. 

“Exchange Notice” means a notice substantially in the form of the Exercise Notice as set out 
in Sctedule A to these Conditions. 

“Exercise Ferfod” means the period commencing firom 10.00am (London time) on the Issue 
Date to 10.00am (Lemdon time) on the Expiration Date. 

“Exercise Price” means USD $155,914 per Warrant, less an amount (if any equal to the net 
amount of any dividends payable on the Share Entitlement which are reflected by a change 
from cum dividend quotation to ex dividend quotation of the Basket Shares <m foe relevant 
Ba^et Exchange(s) on any day falling after foe Trade Date and on or before foe Exercise 
Date. 

“Expiration Date” means 5 May 2005. 

“USD” m^ns lawfid currency of foe United States of America. 

“Insolvency” means that by reastm of foe voluntary or involuntary liquidation, bankruptcy or 
insolvency of or any analogous proceeding affecting foe issuer of the Basket Shares are 
required to be transferred to a trustee, liquidator or other similar official, or (if holders of foe 
Basket Shares become legally prohibited from transferring them. 

“Merger Date” means, in respect of a Merger Event, the date upon which all holders of the 
necessary number of Basket Shares to constitute a Merger Event (other than, in foe case of a 
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take-over offer, Basket Shares owned or cimtroDed by the offeror) have a^osd to or have 
irrevocably become obliged to transfer their Basket Shares. 

“Merger Event” means, in respect of die Basket Shares, any (i) reclassification tw change of 
■ such Basket Shares that results in a Iransfa of or an irrevocable commitroent to transfer all 
such Basket Shares outstanding: (ii) consolidation, amalgamation or merger of the issuer of 
the Basket Shares with or into anothor entity (other than a consolidation, amalgamation ch- 
merger in which the issuer of the Basket Shares is the continuing entity and udiich does not 
result in any such reclassification or change of all such Basket Shares outsbinding); or (iii) 
other take-over offer for such Basket Shares that result in a bansfer Of or an irrevocable 
c(Hnmitment to trmsfor all such Basket Shares (otiier than such Basket Shares owned or 
controlled by the offeror), in each case if the Merger Date is on (h- before the Expiration Date. 

“Merger Event Settlement Amount” means an amount as determined by the Issuer which 
shall seek to preserve Sw the Holder(s) (as defined under Clause 2) the ecrmomic equivalent 
of any payment or delivery (assuming satisfaction of each applicable condition precedent) to 
which &e HoIder(s) would have been entitled under the Wairant(s) after the date but for the 
occurrence of the Merger Event. 

“Nationalisatiott” means, with respect to any of the Basket Shares, all the Basket Shares or 
all the assets or substantially all the assets of the issuer of the Basket Shares are nationalised, 
exproiaiated or are otherwise required to be transferred to any governmental agency, 
authority or entity. 

“Nationalisatioii/Insoivency Settlement Amount” means an amount determined by the 
Issuer which shall seek to preserve for the Holdets(s) the economic equivalent of any 
payment or delivery (assuming satisfaction of each applicable ctmdition present) to which 
the Holderfs) would have been entitled under the Warrant (s) after flat date but for the 
occurrence of the Nationalisation or Insolvency (as the case may be). 

“New Shares” means shares (whether of the offeror or a third party). 

“Other Consideration” means cash and/or any securities (other than New Shares) or asseui 
(whether of the offerrs- or a third party). 

“Potratial Adjustment Event" means, with respect to any of the Basket Shares: 

(a) a subdivision, consolidation or reclassification of the Basket Shares (unless a 
Merger Event), or a free distribution or dividend of any such Basket Shares to 
existing holders by way of a bonus, capitalisation or similar issue; 

(b) a distribution or dividend to existing holders of the Basket Shares of (i) such 
Basket Shares, or (ii) other share capital or securities granting the right to 
payment of dividends and/or the proceeds of liquidation of the issuer of the 
Basket Shares equally or proportionately with such payments to holders of 
such Basket Shares, or (iii) any other type of securities, rights or warrants or 
other assets, in any case fra- payment (cash or other) at less than the 
prevailing market price as determined by the Issuer; 

(c) an extraordinary dividend; 

(d) a call by the issuor of the Basket Shares whether out of profits or coital and 
whether flie consideration for such repurchase is cash, securities or oderwise; 
or 
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(e) any other similar event that may have a diluting or concentiative effect on the 

theoretical value of the Basket Shares. 

“Settlement Business Day” means a day (other than Saturday or Sunday) on which each (i) 
banks in New York and the relevant Settlement System are open for business. 

“Settlement Disruption’’ means, in the opinion of the Issumr, any circumstance beyond the 
control of the Issuer as a result of which the relevant Settlement System cannot clear the 
transfer of the appropriate number of Basket Shares. 

‘Settlement System” n^ans, with respect to Basket Shares, the system throngh which such 
shares are customarily settled or any successor to such respective settlements systems. If the 
relevant settlement system ceases to settle the Basket Shares, the Issuer will, in its sole 
discretion, determine another manner of settlement of such Basket Shares. 

“Share Entitlement” means one Basket of Shares per Warrant. 

“Share Settlement Date” means, subject to Condition 6, the fifth Settlement Business Day 
after the Exercise Date. 

“Issue Date" n»ans 5 May 2000. 

2. Form and Transfer 

The Warrants will at all times be represented by a Global Warrant which will not itself be 
transferable and which will be deposited with the EAIB. Definitive wairants will not be 
issued. 

Notwithstanding any notice to the contrary, the person for the time being appearing in the 
books of EAIB as the holder of a Warrant shall, for all purposes, be treated by the Issuer and 
all other persons as the person who is from time to dme entitled to exercise the Warrants, 
being the person who is recwded in the books of EAIB as the holder thereof (the “Holder” 
and, collectively, the “Holders”). 

All transactions involving the Warrants (including transfers), in the open market or otherwise, 
must be affected through an account at, and in accordance with any applicable rules and 
procedures of EAIB. Title to each Warrant will pass upon registration of the transfer in the 
books of the relevant Gearing System. The minimum trading lot for the Warrants is one 
Warrant and multiples of one Warrant thereafter. 

3. Status 

The Warrants (i) constitute unsecured and unsubcffdinated obligations of the bsuer. (ii> rank 
equally among themselves and (Hi) at the date the Wairants were issued rank equally with all 
otlmr p^ent and future unsecured and unsubordinated obligations of flte Issuer, qUipt than 
obligations prefmed by law. The underlying assets do not constitute obligations of flie Issuer 
and the issue of Warrants shall not result in any rights or obligafions arising on the Holder or 
the iKuer in respect of such underlying assets. Neither the Issuer nor the Holder is obliged 
(but it may) to purchase, hold or deUver (other than in accmdance with these Conditirms) any 
underlying assets. 

The Warrants arc not secured by any of the Basket Shares or any other securities. 

4. Exercise Rights 
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(a) Exorcise Rights 

Each Wanant will, when duly exercised in accordance with the terms and conditions set out 
below, raititle the Holder to purchase from the Issuer the Basket of Basket Shares in 
considoation of the payment of the Exercise Price. 

(b) Issuer’s Obligations 

In no event shall the Issuer have any liability for indirect, incidental or ccmsequential damages 
(whedio' or not it has been advised of the possibility of such damages). ' 

The exercise and settlement of the Warrants is subject to all applicable fiscal and other laws, 
regulations and practices in force on and following the Exercise Ikite and/or the Share 
Settlement Date. 

The ^ura* shall not incur any liability whatsoever if, after using its reasonable efforts, it is 
unable to effect the transactions contemplated as a result of any such laws, regulations or 
practices. 

(c) Prescription 

If an Exercise Notice for a Warrant has not been duly completed and delivered in accordance 
with the provisicwis of Condition 5 set out below, by lOiOOam (London time) rat the 
Expiration Date, than that Warrant shall become void. 

5. Exercise Procedure 

(a) Exercise Notice 

Subject to toe exercise by the Issuer of the Issuer Call Right in accordance with Condition 12, 
or ^ to prior cancellation by the Issuer in accordance with toe provisions of Conditioa 13, 
toe Warrants may be exercised on any Exorcise Business Day by the Holder delivering a duly 
completed Exercise Notice to EAIB on or before 10.00am (London time) on such day (the 
“Exercise Date”). Any Exercise Notice delivered after 10.00am on any such day shall be 
deemed to have been delivered on the immediately succeeding Exercise Business Day. 

The Exercise Notice shall be in substantially the form set out in Schedule B hereto. 

(b) Voificatitni 

Upon receiving an Exercise Notice, EAIB, shall verily that the person exercising the Warrants 
specified in the Exercise Notice is toe Holder of those Warrants according to its books. 
Subject to such verification, EAIB will confirm to the Issuer the number of Warrants being 
exercised. 

If toe number of Warrants being exercised specified in the Exoncise Notice exceeds the 
number of Warrants in the warrant account specified in the relevant Exercise Notice, the 
Exercire Notice will be deemed to be null and void and EAIB, will notify the Issuer 
accmdingly. If toe number of Warrants being exercised specified in toe Exercise specified in 
the Exercise Notice does not exceed toe number of Warrants in EAlB’s account specified in 
the relevant Exercise Notice, thai EAIB, will, on or before the Share Settlement Date, debit 
the account of toe relevant Holder with the Warrants being exercised. 

The Issuer will notify Holders as soon as reasonably practicable afira' it becomes aware of any 
Exercise Notice being invalid. 
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(c) Setdement 

If a Wanant has been duly exeicised in accordaiKe with these conditions then on the Share 
Settlement Date the relevant Holder shall pay to the Issuer the B:micise Pace and the Issuer 
shall tcansfer to the relevant Holtto the Share Entitlement 

Such payment and such delivery will be made through the appropriate Settlement System at 
the account or by reference to an identification code notified to the Holders by the Warrant 
Agent, in the case of the Issuer, and, in the case of the Holders, as set out in the Exercise 
Notice, on a delivery against payments basis (wherever possible through relevant Settlement 
System). 

(d) Effect of Exercise 

Unless the exercise is determined to be improper, (i) the delivery of an Exercise Notice in 
relation to a Warrant shall constitute an irrevocable election and undolaldng by the Holder to- 
exercise diat Warrant and (ii) after delivery of the Exercise Notice the relevant Holder may 
not transfer either legal or beneficial ownership of, or otherwise deal with, die Warrants bdng 
exercised. Nmwithstanding this, if following the delivery of an Exercise Noice, any Holder 
does transfer or attempt to transfer the Warrants referred to in the Exercise Notice (the 
"Exercised Warrants”), then the Holder will be liable to the Issuer for any losses, reasonable 
costs and expenses suffered or incurred by the Issuer including those suffered as result of the 
Issuer terminating any related hedging arrangements as a result of receiving the relevant 
Exeicise Ntrtice and subsequendy (i) entering into replacement hedging arrangements in 
respect of tlM Exeicised Warrants or (ii) paying any amount in relation to the Exercised 
Warrants either with or without having entenxi into replacement hedging arrangenents. 

(e) Expenses 

A Holder exercising a Warrant shall pay (i) all expenses including, without limitation, all 
standi issue, registration, securities transfer or other similaT taxes or duties (“expense”), if 
payable in connection with the issue and/or exercise of the Warrants, (ii) all expenses 
involved in delivering the Exercise Notice. 

(f) Deteiminations 

Any detocmination as to whether a Warrant has been prt^rly exeicised shall be made by the 
Issuer and shal be conclusive and binding on the Holder of that WarranL Any attempt to 
exercise a Warrant that is determined to be improper shall be null and void and a furlto 
attempt will be determined in relation to when the subsequent Exeicise Notice is delivered. 
The Issuer and EAIB will endeavour to ncxify the Holder of an improperly exercised Warrant 
of the inqiroper exercise as soon as possible upon becoming aware of such impn^r exeicise. 
fit the absence of negligence or wilful misconduct, the Issuer or BAIB, will not be liable to 
any persem for any action taken or omitted to be taken by it in cmuiBction with the notification 
OT detKmination of an improper exeicise. The Issuer will not under any circumstances be 
liable for any acts or defaults of EAIB in relation to the performance of their duties in relation 
to the Warrants. 


(g) Global Warrant 

When a Warrant is exercised, the Issuer will advise EAIB, and EAIB will note the exeicise on 
the Global Warrant and the number of Warrants represented by such Global Wanant shall be 
reduced by the cancellation of the Warrants exercised. 
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6. Setflement Bisnipdon 

If in the opinion of the Issuer there is a Settlement Disruption in relation to the Basket Shares 
which prevents delivery of such Baslst Shares on the original Share Settlement Date, the 
Share Settleinent Date will be flie first succeeding day on which there is no Settlement 
Diauption provided always that, if Settlement Disruption prevents settlement on each of the 
10 Settlement Busmess Ikys immediately following the original Siare Settlement Date, (i) if 
mih Basket Shares can be delivered in any other commercially reastmable manna:, then the 
Share Settlement Date will be She fir^ day on which settlement of a sale of Basket Shares 
executed on that lO"* Settlement Business Day customarily would &ke place using such other 
commercially reasonable manner of deliveiy, and (ii) if such Shares cannot be delivered in 
any other commercially reasonable manner, then the Share Setdement Date will be postponed 
until delivery can be effected through the relevant Settlement System or in any other 
commercially reasonable manner. 

7. Delivery Disruption 

If in the opinion of the Issuer there is a Delivery Disruption in relation to the Basket Shares 
and the Issuer has notified the relevant Holder(s) within one Settlement System Business Day 
following the Exorcise Date to that effect, then the Issuer may: 

(a) determine the obligation of the Holdeifs) and/or the Issuer to deliver such Basket 
Shares and the Issuer will pay an amount as it determines shall seek to preserve for 
the Holdei^s) the economic equivalent of the relevant receipt or delivery, as the case 
may be, (assuming satisfaction of each applicable condition precedent) to which the 
HoIder(s) would have been entitled under the Wanant{s) after that date but for the 
occurrence of such Deliveiy Disruption, in which event the entitlements of the 
respective exercising Holder(s) to deliver or receive (as the case may be) such Basket 
Shmes pursuant to such exercise shall cease and the Issuer’s obligations under the 
Warrants) shall be satisfied in lull upon payment of such amount; or 

(b) detennine that the Issuer shall deliver on ftie Share Settlement Date such number of 
Basltet Shares as it can deliver on teat date and teat tee Issuer shall pay an amount 
which it deteimines shall seek to preserve fw the Holder(s) tee economic equivalent 
of tee deliveiy or receipt (as the case may be) of the remainder of tee Baska Shares 
(assuming satisfaction of each applicable condition precedent) to which the Holder(s) 
would have been entitled under tec Warrant(s) after teat date but for tee occurrence 
of such Delivery Disruption, in which event tee mdtlements of the respective 
exercising Holder(s) to deliver or receive (as tee case may be) such Basket Shares 
pursuant to such exercise shall cease and the Issuer’s obligations under tee Warrant(s) 
shall be satisfied in full upon payment of such amount 

8. Adjustment 

The Issuer shall determine whether or not at any time a Potential Adjustntent Event has 
occurred in relation to the Basket Shares and where it determines that such an event has 
occurred, the Issuer will determine whether such Potential Adjustatent Event has a diluting or 
concentrative effect on tee theoretical value of tee Baslret Shares and, if so, will make such 
adjustment as it considers appropriate, if any, to tee Conditions (including adjusting tee Share 
Exercise Price and/or tee ShLc Entitlement, which tee Issuer determines to be appropriate to 
account for that diluting or concentrative effect and determine tee effective date(s) of such 
adjustment(s). 

9. Merger Event 
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If, in the (q>mion of the Issuer, a Monger Event has occurred in relation to the Basket Shares, 
then the bsuer may: 

(a) make such adjustment as it considers appropriate, if any, to the Conditions (including 
adjusting the Share Exercise Price and/or the Share Bititlement), to account for such 
Merger Event and determine the effective date(s) of such adjustinent(s); or 

(b) determine that the Warrants shall be terminated, in which case the Warrants shall 
cease to be exercisable as of the Merger Date, (or in the case of any Warrants which 
have been exercised but remain imsettled, the entitlements of the respective 
exercising Holdet(s) to sell the Basket Shares pursuant to such exercise dtall cea^) 
and the Issuer’s obligations under the Warrants shall be satisfied in full upon payment 
of Ae Merger Event Settlement Amount 

10. Nationalisation or Insolvency 

If, in Ae opinion of the Issuer, a Nationalisation or an Asolvency has occurred m relation to 
any of Ae Basket Shares, Aen Ae Issuer may: 

(a) make such adjustment as it considers appropriate, if any, to the ConAtions (mcludmg 
adjusting Ae Basket of Basket Shares, Exercise Price and/or Ae Share Entitlement), 
which Ae Issuer determines to be appropriate to account for such Nationalisation 
and/w Insolvency (as Ae case may be) and deteimine Ae effective date(s) of such 
adjustments); or 

(b) determine Aat Ae Warrants shall be terminated, m which case Ae Warrants shall 
cease to be exercisable as of Ae Aimouncement Date, (or m Ae case of Ae Warrants 
which have been exercised but remain unsettled, the entitlements of the respective 
exercismg Hoider(5) to sell Basket Shares pursuant to such exercise shall cease) and 
Ae Issuer’s obligations imder Ae Warrants shall be satisfied m full upon payment of 
Ae Nationalisation/Insolvency Settlement Amount. 

11. niegality and Force Majeure 

Ihe Issuer shall have Ae right to terminate its obliptions under Ae Warrants if it determines 
that it is or will become unlawful or impractical for it to carry out all or any of its obli^tions 
under the Warrants for any reason mcluAng, without limiAtion, as a resAt of con^liance 
wiA any applicable present or future law, rule, regulation, judgement, order or directive or 
wiA any requirement or request of any governmental, administrative, legislative or judicial 
auAority or poww. A such circumstances, Ae Issuer shall, if and to Ae extent permitted 
applicable law, pay to each Holder m respect of each Warrant held by him an amount 
determmed by Ae Issuer as representing Ae fair market value of such Warrant immeAately 
prim' to such tramination (ignoring such illegality or impracticality), less Ae cost to Ae Issuer 
of, or the loss realised by Ae Issuer on, unwinding any underlying related hedge 
arrangements, ail as determined by Ae Issuer. 


12. Issuer CaU Right 

The Issuer shall have Ae right (but not Ae obligation) to call for all (but not some only) of the 
Warrants outstanAng at any time during Ae period commencmg on Ae Issue Date and ending 
on Ae date falling 270 days Aereafter upon giving no less Aan 10 (ten) days prior written 
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notice to fee Holders in accordance with Condition 20(b) stating the date (the “Call Date") 
upon which the call of Warrants is to be made. Warrants may be exercised at any time up to 
the Exercise Business Day immediately prior to the Call Date and any Warrants not so 
exercised shall, subject to payment of the Call Price (as defined below), be cancelled and be 
of no further effect <m the Call Date. On the Qill Date, the bsuer shall acedit to the account 
of each Holder (as such acoount(s) are notified to it by the Holders for such purpose) an 
anmunt equal to flie Call Price per Warrant owned by the relevant Holder. 

For the purpose of the foregoing, the “Call Price” shall be an amount equal to toe greater of 
(a) the subscription price for each Warrant (the “Subscription Price”) plus intraest ther^n for 
toe period commencing on toe Issue Date and ending on toe Call Date (boto dates inclusive) 
at a rate equal to toe rate of interest at which toe Issuer deposited money, or would have been 
able to deposit money, during entirety of that period and (b) toe Subscription Price plus SO per 
cent of the positive intrinsic value of each Warrant (if any) as at toe Call Date. 

13. Purchase and Cancellatioii 

The Issuer or any of its affiliates may at any time purchase one or more of toe Warrant at my 
price in the open market, by tender, by private treaty or otherwise. If a Warrant is purchased 
by toe Issuer or its affiliate it may be cancelled, held or re-sold or otherwise dealt with. No 
Warrant toat has been exercised or purchased and cancelled may be re-issued. 

14. Taxation 

The Issuer is not liable for or otherwise obliged to pay, and the relevant Holder shall pay, any 
tax, du^, charges, withholding or other payment which may arise as a result of, m in 
connection with the issue, ownership, transfer, exercise or enforcement of any Warrant, 
including, without limitation, the delivery of any amount of Basket Shares. The Issuer shall 
have toe right, but not toe duty, to withhold or deduct fi-om any amount payable to toe Holder, 
such amount as is necessary (i) for toe payment of any such taxes, duties, charges, 
withholdings or other payments or (ii) for effecting Tcimbursement in accordance with toe 
following sentence. The relevant Holder shall promptly reimburse toe l^uer, if toe Issuer is 
obliged to pay any tax, duty, charge, witoholding or otoer payment referred to in this 
condition. 

1 5. Invalidity and Modification 

Should any of the provisions contained in these Conditions be or become invalid, the validity 
of the remaining provisions shall not be affected in any way. The Issuer will endeavour in 
good toito to replace toe invalid or unenforceable provisions with valid provisions the 
eccmomic effect of which comes as close as possible to that of the invalid or unenforceable 
provisions. 

The bsuer may modify the Conditions without toe consent of the Holders for toe purposes of 
curing any ambiguity or correcting or supplementing any provision contained herein in any 
manner which toe Issuer may deem necessary or desirable provided toat such modification is 
not materially pejudicial to toe interests of toe Holders. Notice of any such modification will 
be givmi to tte Holders in accordance with Condition 20. but failure to give, w non-receipt of, 
such notice will not affect toe validity of such modification. 

16. Fnrtlier Issues 

The Issuer may, from time to time without the consent of toe Holders, create and issue further 
Warrants which form a single series with toe Warrants. 
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17. SabsUtution 

Hie Issuer may at any time, and &om time to time, widiout the consent of the Holders, 
substitute for itself as obligor under the Warrants, any subsidiary or holding company of the 
Issuer or any subsidiary of such holding company which at the time of such substitution has 
the same credit rating as the Issuer (the •'New Issuer”), provided that the New Issuer shall 
assuriK all obligations that the Issuer owes to the Holders under or in relation to the Warrants. 
If such substitution occurs, then any reference in these conditions to the Issuer shall be 
construed as a reference to the New Issuer. Any substitution will be promptly notified to the 
Holder in accordance with these conditions. In connection with any exercise by the Issuer of 
the right of the Substitution, the Issuer shall not be obliged to have regard to any of the 
consequences suffered by individual Holders as a result of the exercise by the Issuer of flie 
right of substitution, including consequences resulting from the HoMk-s being for any purpose 
domiciled or resident in, or otherwise comiected with, or subject to the jurisdiction of any 
particular territory. No Holder shall be entitled to claim from the Issuer any indemnification 
or repayment in respect of any consequence suffered by the Holder as a result of the exercise 
by the Issuer of the right of substitution. 

18. Governing Law 

The Warrants arc governed by and construed in accordance wifii the laws of England. The 
Issuer hereby irrevocably agrees for the exclusive benefit of each Holder that the courts of 
England are to have jurisdiction to settle any disputes which may arise out of or in connection 
wifit the Warrants and that accordingly any suit, action or proceeding (together in this 
paragraph referred to as “rroceedings”) arising oirt of or in cormection with the Warrants 
may be brought in such courts. Nothing in this paragraph shall limit the right of the beam- of 
any Warrant to take Proceedings in any other court of connpetent jurisdiction, whethCT 
concurrently or not 

19. Warrant Agent 

The Initial “Warrant Agent” is European American Investment Bank and its specified office 
is its head office at Suite 10 Lillengasse 1, 3"* Floor, A-lOlO, Vienna. 

The Issuer reserves the right at any time to vary or terminate the appointment of EAIB and to 
appoint other or additional Warrant Agents. Notice of any such termination or appointment 
and of any changes in the specified office of EAB will be given to the Holders in accordance 
with fiiese Conditions. 

EAIB is acting solely as agent of the Issuer and does not assume any obligation or duty to, tx 
any relationriiip of agency or trust for or with, any Holder. 

20. Notices 

(a) To the Issuer 

Notice may be given to the Issuer by delivering tiie notice in writing to flie Issuer at West 
Bay Roa4 P O. Box 31106 Girmd Cayman, Cayman Islands (c/o Citco Trustees 
(Cayman) Limited or such other address as may notified to the Holders in accordance with 
&ese Conditions, 

(b) To the Holders 
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Any notice to the Holders will be deemed to have been duly given to flie Holders if the notice 
is ^en to EAIB fw onward transmission to the Holders. Any such notice diall be deemed to 
have been given by the Issuer to the Holders on the date Ore notice is given to BAIB. 

21. Determinations of the Issuer 

All calculations, determinations or other decisions by the Issuer pursuant to these Conditions 
(including where a matter is to be decided by reference to the Issuer’s opinion) shall (save in 
the case of manifest error) be made in the Issuer’s sole and absolute discretion and shall be 
final and binding on flie Holder. The Issuer shall not have any responsibility for any errors or 
omissions in the calculation and determination of the any paymmit due under Conditions 6 to 
12 arising from such errors or omissions. 
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SCHEDULE A 
Share Basket 


Stock 

Ticker 

Company 

No of Shares 
in Basket 

VRSN 

Verisign, Inc. 

100,000 

CNXT 

Conextent Systems, Inc. 

125,000 

CMGI 

CMGI, Inc. 

250,000 

ICGE 

Internet Capital Group, Inc. 

215,000 

CMRC 

Commerce One, Inc. 

230,000 

YHOO 

Yahoo! Inc. 

100,000 

CTXS 

Qtrix Systems, Inc. 

300,000 

ATHM 

Excite ©Home 

450,000 

DCLK 

Doubleclick Inc. 

200,000 
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SCHEDULES 


THIS EXESaSE NOTICE SHALL NOT BE lEFEClWE UNLESS THE 
APPROPMATE CERTIFICATION AS TO NON-KENEMCIAL OWNERSHIP HAS 
ALSO BEEN DELIVERED WHEBE REQUIRED 


Reka Limited 
Warrants 
In relation to 

a Basket of Shares of Companies in the US Technology Sector due 2 May 2005 


Exercise Notice for Warrants 

1. Name of the Holder of the Warrants 
(if joint Holders, insert all names) 

2. Address of the Holder 

(if joint Holders, insert the address of the first named Holder) 

3. Number of Warrants being exercised 

4. Warrant Account Details 

The Holder irrevocably instructs EAIB to debit its account, on or befmre the Share 
Settlement Date, with the Number of Warrants specified in section 3 of this notice. 

5. Undertaking 

The Holder undertakes to pay all expenses, including, without limitation, any 
applicable stamp duty and or any other duties or taxes due in connection with the 
exercise by the Holder of the Warrants and the Holder irrevocably instructs EAIB (i) 
to debit the account specified in section 4 of this notice with an amount equal to the 
sum of any such expenses, duties or taxes and (ii) to pay such expenses, duties or 
taxes. 


6. Signature of the Holder 

(If joint Holder’s, all Holder’s must sign) 


7. Itete of this Notice 
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Brian Hanson 


From: 

Sent: 

To: 

Cc: 

Subject: 



ft)ntS^ot8gy 

ftasentoaotvpa... Amanda, 

IHxisuant to request of Andy Robbins, I am attadung the tollowing narrative related to Mr. Johnson's inv^tmoat in 

Reka IJimted/I LLC. 

In additicm, l^e is a synopsis of the trade prohtability: 

Woodgjen (refers to both Woodglen entitfes) purchased Reka for $105^92452 which included a $1,450^KK) purchase 
pr^um (the fee charge by Euram for facilitating the creation of Reka and toe issuance of toe long dated warrant etc.). 
Woodgjai toen put a coUar around toe recurities the created a net debit of $3,101,187 cor^isting of the purchase of a put 
for $15,321,117 and sale of a call for $12,219,930. The collar was closed out 31 days later by paying $2,5%,167 consisting of 
toe purchase of toe call foi^l4,551,943 and the sale of the put for $11,955,776. The portfolio was liquidated for 
$112,276,243 generating a profit of $8^33,791. The investment advisory fees associated with Quellos were paid separately 
by RWJIV pursuant to an inv^tment advisory agreement spanning a 24 monto period toat requires toe paymaat of 
$120,0^ per month. There was an additional $20,000 toat was paid by Reka. Using these figures cme could argue that 
I^ka generated a net profit of $2,636,437 over the 31 day period not accounting for toe fees of $1,450,000 and toe 
$2,900,0)0. 

!f you have any questicms regarding eitoer document, please feel free to contact either Andy or myself. I can be reacted 
direcOy at (206) 613^732 and Andy can be reached at (212) 0)9-4185. 


Brian Hanson 

Wednesday, March 13. 2002 12:34 PM 
'^ussbaumS 
Andrew Robbins 
Reka 


Redacted by the Permanent 
Subcommittee on Investigations 


Regards, 

Brian Hanson 

Quellos Custom Strategies, LLC 

Phone:(206)613-6700 

Fax:(206)613-6713 


This message and any attachments may contain confidential information and is intended only for the 
individual or individuals named. Ail dectronic mail sent to or from this address will be received by 
Quellos Group, LLC or an affiliate's electronic mail system and is subject to retention and review by 
someone other than the party to whom such mail was addressed. If you are not a named addressee 
you should not disseminate, distribute or copy this electronic mail. Please notify the sender 
immediately by electronic mail if you have received this electronic mail by mistake and delete this 
electronic mail from your system. Electronic mail transmission cannot be guaranteed to be secure or 
error-free, and may arrive later than intended, be intercepted, corrupted, or contain viruses. The 
sender therefore does not accept liability for any errors or omissions in the contents of this message 
which arise as a result of defects due to transmission. This message is provided for informational 
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Banc of America Securities LLC 

Fax Cower Sheet 


Ta Jeff Greenstein 

astpn^. Quadra 

T^phone Number. 206-613-6750 
FaxNunter: 206-613-6710 


Date: 


May 5,2000 


From: Mark O'Donnell 

Department EFP 

Telephone Number 212-583-8373 
Fax Number 212-583-8457 

Numberafpageshdudingttiisccversheet 3 
If Iransmbslon pictiiBms occur, please call; 


ileasage: 

Jeff 

Here is a tecmslieet for the 1 00/1 07 call s{)read. 
—Mark 


TJ» Moniwliaii unMned to Mils FAX irmsags to Intoraled only tor Kib eoNMenttol uoo of «» deslsmlnl isciFtoiit named aknm. 
Tlito masaaga may conlaln csudratoual and propifalaiy totomiatlon and aa aoefi to pdviesed and eonMenllBl If tw taadar of Hib 
massaga to not Uw totonded reeiptont or an agent raeponatoia fcr dallvaring It to the intended lectolB*. you an henliy noWtod that 
you have ncatoad ttito document in enof, and that any raview, dtoaemtoatlon. dtotrbudon or copying of thto meuaea to sMolly 
prenibaed. If you nave mcaiwea this commonicalion to.arTor, ptoaaa notihf uc imnwdialaly by latophone. 


Bankof America 
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Banc of ^erica Securities LIX IndicaHve Temis Only 

As of Nfey 5, 2000 

R UXT TECHNOLOGY BASKET CALL SPREAD 

TnnaactiaD $ 01010817 : Forty A pimshases a European Call Spread on the Underlying 

Baskid. 

FsHy A: Bamvilte Ltd. 

Party B; Bank of America, N.A. 

Trade Date: May 5,2000 

Initial Settlement Date; 10, 2000 

Matnrity Date: September 7t 2000 

Final Settlement Date: Three Business Days slier Maturity Date 

Underlying Equity: See attached basket 

Premium: $4,400,000.00 \ 

Aggregate Notional Amount: $103,942,452 
Execution Price: $103,942,452 

Option Style; European 

Settleineat Type: Cash Settlement 

Option Payout at Maturity: 

BesketQi-LovierCttU Strike 
Where; 

Lower Call Strike is the Execution Price 
Basket(f) is the sumproduct of the closing “hid” prices of each of 
the ba^t compaiues and their relevant share weights, sul^ect to a 
maximum value of 1 1 1,21 S,423.£4 .(107% of the Execution Price). 

Other Terms 

Due Authoriaation: Prior to Trade Date, Party A will provide to Patty B a Corporate 

Resolution providing evidence of authority to enter into the 
transaction, a list of enmioyees authorized to enter into the 
transaction on behalf of Party A a Certificate of Incoipotalioo and 
an IRS Form W..g 
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Banc of America Securities LLC Indicative Terme Only 

As of May 5, 2000 


Basket Componcnta/Weigfats; 


Stock 

Stock 

ExecutioD 

Basket 

Ticker 

Shares 

Price 

National 

VRSN 

100,000 

136.08 

13,608,330.00 

CMC! 

250,000 . 

64.70 

16,175,250.00 

ICGE 

215,000 

3^i4 

8,437,073.00 

CNXT 

125,000 

51.23 

6,404,075.00 

CMRC 

230,000 

56.31 

12,952,289.00 

DCLK 

200,00(1 

62.03 

12,405,600.00 

YHOO 

100,000 

12SJ1 

12,520.920.00 

CTXS 

300,000 

44.85 

13,453,980.00 

ATOM 

450,000 

17.74 

7,984,935.00 

Total 



103.942,452.00 
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Execution 


Stock 

Ticker 

Shares 

Price 

Notional 

CMGI, Inc. 

CMGI 

250,000 

64.70 

$ 16,175,250 

Verisign, Inc. 

VRSN 

100,000 

136.(» 

13,608,330 

Qtrix Systems, Inc. 

CTXS 

300,000 

44.85 

13,453,980 

Commerce One, Inc. 

CMRC 

230,000 

56.31 

12,95239 

Yahoo! Inc. 

YHOO 

100,000 

125.21 

12,520,920 

DoubleCBck, Inc. 

DCLK 

200,000 

6203 

12,405,600 

Internet Capital Group, Inc. 

ICGE 

215,000 

39.24 

8,W,073 

Excite ©Home 

ATHM 

450,000 

17.74 

7,984,935 

Conextent Systems, Inc. 

CNXT 

125,000 

51.23 

6,404,075 


Total basket $ m94^452 


WOODGLEN I, LLC & WOODGLEN 1, INC. 

Analysis of Hedge Positions 

Strike price of long put 

Strike price of short call 

Maximum downside from current valuation if put is exercised 
Maximum upside from current valuation if call exercised 


$ 103,942,452 
$ 111,218,424 
$ 

$ 7,275,972 


The above analysis relates spedEcally to the basket of stocks held by Reka limited and the options 
purchased by Woodglen I, ELC and Woodglen I, Inc. to hedge the exposure on their investment in 
Reka Limited. 
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From; 

Sent: 

To: 

Subject: 


Jeff Greenstein 

Friday. Apnl 28. 2000 7:52 AM 

'Jo hn Stadd on* 

RE^HVtrade 



John - sorry the portfolio didn't come through. Attached is a file that has 
the stocks and approximate quantities. I will give you a call shortly to review. 


Original Message 

From: John Staddon [raailtorjohn. staddon 
Sent; Friday, April 28, 2000 4:43 AM 
To; Jeff Greenstein; Chuck Wilk 
Cc: Raj an 

Subject: RE: ^|||||m|||^rade 
Importance: High 


Jeff, 

Jeff/ Chuck 


The portfolio details were not attached. Please send over asap and Jeff 
could you confirm which tranche the shares derive from (i.e. the first 
tranche of 28/12/99, 03/01/00 and 28/01/00 or the second tranche of 
28/02/00) . 


I 


assume that we are 


looking to execute for 


today. 


On that basis: 


(a) the call spread and option collars will have an expiry date of 7 August 
2000 (by our reckoning) and, assuming a three business day settlement 
period, the cash settlement will of the options arises on 10 August. 10 
August will also be the date on which the deferred consideration becomes 
payable. Please confirm that this is the basis on which the BoA options will 
be traded. 


(b) the call spread will be traded at some point during the NY business day; 

(c) I will get faxed signatures for the various documents and send them to 
you via fax (the agreements allow for counterparts). 

(d) I will arrange for hard copy originals to be circulated early next week 
(once we have hard numbers as well). 

Some other factors to note; 

1. I still need the names of the H||||Hkntities. 

2. Instead of using Reka, I have set up another Isle of Man company for 
Zilkha (details of which I have faxed to Chris Hirata) - it is called Torens 
Limited. 

3. The bank account details that I sent you over Chuck yesterday for 
Barnville needs to refer to "TRISKCOUSDl" rather than "EUROTCOUSDl" . 

4. For the purposes of calculating our fee, please confirm that the 
structure size. 
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Finally, I know that we discusse d this for Woody and his trades, but I also 
need confirmation from you that and/or his advisers is aware of the 

book entry features of the structure. 

Thanks, 

John 


Original Message 

From: Jeff Greenstein [mailto: jeffi 
Sent: Friday, /^ril 28, 2000 4:51 
To: 'John Staddon' 

Cc: Chuck Wilk 
Subject :|H||||M||| trade 


John - in preparing the draft documents I have enclosed some approximate 
facts that will likely change slightly prior to execution; 

Stock Basket: 

«. . .» 

Total fair value of purchase: 91,796,000 

Option Prices & terms; 

100 day European cash settled options: 

100% put; 13,530,859 

108% call: 11,382,813 

Pre-paid interest and fees: 1,850,000 

Obviously the cost of the call spread will equal the combination of the 
pre-paid interest and the net debit on the options. This amount will be 
forward to Bank of America. A similar e-mail will be prepared for Woody’s 
trade. 1 will speak with you in the morning but this should provide for you 
to start preparing the documents. Jeff 
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From: 

jstaddonmjHI 

Sent: 

Friday, May 19, 

To: 

Chuck 

Cc: 


Subject; 

Re: Nominee si 

Chuck, 



55 AM 


= Redacted by the Permanent 
Subcommittee on Investigations 


I think that is fine. As you say, the transfer of shares must be 
accon^anied by a corresponding assumption of the purchase price payment 
obligation. Also, in order to permit the transfer of shares, Barnville must 
release the pledge over the shares selected for transfer and then the 
purchasing entity needs to pledge the purchased shares to Barnville. Sounds 
simple enough, but I think may be quite involved from a docs point of view. 
How do you envisage implementing this? 


John 

Original Message 

From: Chuck Wi lk <Chuc: 

To: <jstaddon@| 

Hirata <chrishi 
Cc: Jeff Greenstein <jef fgSqcm. coin> 
Sent: Tuesday, May 16, 2000 3:58 PM 
Subject: RE: Nominee shares 



ck Wilk <ChuckWi 


Christopher 


> Based on my current understanding, I think on the existing trades we will 

> shift some ownership to the minority partner. We will accomplish this by 

> having the minority partner assume additional purchase price debt for an 

> increased percentage ownership. I assume we will need documentation from 

> the Seller recognizing the debt assumption. On future transactions, we 

> should have the entity that purchases the nominee shares also purchase 
some 

> common shares. Is this acceptable on your end? 

> 

> Chuck 

> 

> -——Original Messag^— 

> From: j 5taddon0fl|||||||^m||V[mail to : j s taddon@ 

> Sent: Tuesday, ^^16^ 200^^:31 AM 

> To: Chuck Wilk; Christopher Hirata 

> Subject: Re: Nominee shares 


> When we first discussed the issue of the spvs having to be capable of 

> partnership treatment, you only mentioned that there needed to be more 
than 

> one owner of shares (which is what we have) . The only way of introducing 

> different rights at this stage is to amend the applicable articles of 

> association by creating two different classes of shares. This action can 

> only be instituted from this point onwards and then at the behest of the 
new 

> owners. I am not sure whether that would be helpful given that at the 
time 

> of original purchase the two sets of shares carried the same tights. 

> 

> I am travelling to Vienna this afternoon and will be there until Thursday, 

> but will try to call you to discuss. 

> John 

> Original Message 
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Subcommittee on Investigations^ 


> From: Chuck W ilk <Chuck^ 

> To: <jstadd<jj 

> Wilk <Chuck1 

> Sent: Monday, May 15, 2000 6:59 PM 

> Subject: RE: Nominee shares 


>; Christopher Hirata <chris| 


Chuck 


> > John, 

> > What I do not like is that one purchaser owns 99.9999999998 % and the 

> other 

> > purchaser who bought the nominee shares owns .0000000000002%. With 

> > identical rights and obligations the IRS is very likely to say we only 

> have . . ^ _ j 

> > one member not two and therefore are not a partnership. Game set and 

> match 

> > IRS. However, if we can give the nominee shareholder some special 
rights 

> > (such as managing member, super-voting or economic preference) then we 

> have 

> > an argument that there are two partners. 

> > 

> > Re; Woody's trade-- would you please forward to us from 

> Barnville 

> > the original cost basis of each security contributed to the SPV and the 

> date 

> > of purchase. I realize we probably have this information but we wanted 
it 

> > to come through us to the client from Barnville. 

> > 

> > Thanks, 

> > Chuck 

> > 

> > Original Messa^^u^^^ 

> > From: jstaddon^mH^HUlmailto: jstaddoil 

> > Sent: Monday, May 15, 2000 10:30 AM 

> > To: Christopher Hirata; Chuck Wilk 

> > Subject: Nominee shares 

> > 

> > 

> > Each of the spvs for the recent Point transactions had as part of their 

> > share structure one, or in one of the cases two, shares held by 
nominees . 

> > These shares represent the subscriber shares issued upon incorporation 
of 

> > the companies. These shares are typically held in the first instance by 

> > local trust con^anies (usually through separate nominee companies 

> > established soley for this purpose) that offer "off-the-shelf" entities 

> for 

> > immediate purchase and use. A purchase by new owners is achieved by the 

> the 

> > nominee company agreeing to hold the subscriber shares as nominee for 
the 

> > the purchasers, who can from that point onwards instruct a transfer of 

> title 

> > to the shares either into their own names or into those of designated 

> third 

> > parties. 

> > 

> > This has been the case for each of Torens, Reka and Burgundy. As you 

> know, 

> > the contribution by Barnville resulted in the issue of 1000 new shares 

> (i.e. 

> > additional to the existing subscriber shares) . It is these shares that 

> are 
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> > purchased by the client/ client I*P. As for the nondnee shares, these 
are 

> > purchased by the other client entity (i.e. Digital Inc. in the case of 

> > Zilkha). The nominee shares are no different to the newly issued shares 

> and 

> > carry exactly the same rights and have no additional liabilities - in 

> other 

> > words they are coitpletely fungible. 

> > 

> > I am not sure if this is what you need to be confirmed, but if there is 

> > anything else perhaps you would send me a reply with any query. 

> > 

> > Best regards, 

> > John 

> > 

> > 

> 


3 


PSI-QUEL 09060 



2346 


Unwind and Purchase Agreement 


THIS AGREEMENT is made on this 5th day of June 2000 
BETWEEN: 

(1) Jackstones Limited of 12-14 Finch Road, Douglas, Isle of Man (the "Purchaser"); and 

(2) Reka Limited of at West Bay Road, P.O. Box 31106 Grand Cayman, Cayman Islands (the 
"Vendor"). 

WHEREAS: 

(A) The Borrowed Shares are beneficially owned by the Vendor, but have been lent to die 
Purchaser pursuant to die Stock Lending Trmisactions. 

(B) The parties wiA to terminate the Stock Lending Transactions and thereupon for the 
Vendor to sell and the Purchaser to buy the Borrowed Shares subject to the terms of this 
Agreement 

NOW THIS AGREEMENT WITNESSETH AND IT IS HEREBY AGREED AS FOLLOWS: 

1. Interpretation 

1.1 In this Agreement, unless the context otherwise requires, the following words and 
expressions will have the meanings set opposite diem: 

“Cash Collateral Amount” means US$103,942,4S2, being the portion of cash 
collateral originally transferred by the Purchaser to Bamville Limited in 
connection with the Stock Lending Transactions. 

“Borrowed Shares” means the shares specified in the Appendix hereto. 

“Net Amount” means US$8,333,791. 

“Novation Agreement” means the novation agreement entered into on 5 May 
2000 between Bamville Limited, the Purchaser and the Vendor. 

“Settlement Date” means 8 June 2000. 

“Stock Leading Agreement” means the master stock lending agreement entered 
into between the Purchaser and Bamville Limited on 28 Decembm' 1999. 

“Stock Lending Transactions” the stock lending transactions relating to the 
Borrowed Shares originaUy entered into by Bamville Limited (as die lendw) and 
the Purchaser on 28 December 1999, 3 January 2000, 10 January 2000 and 29 
February 2000 pursuant to the terms of die Stock Lending Agreement and as 
novated from Bamville Limited to the Vendor on 5 May 2000. 
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2 . 


1.2 Clause headings are for ease of reference only and are not intended to affict the 
inteipretation of this Agreement 

2. Termination of Stock Leading Transactions 

Each of the Stock Lending Transactions shall be terminated on the date hereof and in 
accordance widi the terms of the Stock Lending Agreement 

(a) the Purchaser shall forthwith be obliged to redeliver to the Vmidor the Borrowed 
Shares on the Settlement Date; and 

(b) subject to the performance of (a) above, the Vendor shall forthwith be obliged to pay 
to the Purchaser the Cash Collateral Amount, 

provided that, each of (a) and (b) above shall be disdtarged pursuant to clause 4 below. 

3. S^e and Purchase 

3. 1 In conjunction with the termination of the Stock Lending Agreements, the Vendor hereby 
agrees to sell the Borrowed Shares to the Purchaser as beneficial owner flee firom all liens, 
charges, encumbrances and any other security or quasi security interests (together, 
“Security Interests”) (which the Vendor hereby represents and warrants to be the case) and 
the Purchaser hereby agrees to purchase fl-om the Vendor the Borrowed Shares for the 
Purchase Price, for settlement on the Settlement Date. 

3.2 The consideration for the sale and purchase of the Purchase Shares pursuant to the 
foregoing shall be US$112,276,243 (the “Purchase Price”) and shall be settled in 
accordance with clause 4 below. 

4. Settlement 

4.1 On the Settlement Date, the parties hereby agree to the settlemmit of their respective 
delivery and payment obligations hereunder through accepting on the Settlement Date die 
following set-offs: 

(a) the set-off of the delivery obligation of the Purchaser under clause 2(n) above E^ainst 
the delivery obligation of the Vendor under clause 3.1 above, in each case in relation 
to the Borrowed Shares; and 

(b) the set off of payment of the Purchase Price by the Purchaser to tire Vraidor under 
clause 3 above against the payment of the Cash Collateral Amount by the Vendor to 
the Purchasra- under clause 2(b) above. 

4.2 Following such set-offs, flie only remaining obligation beretmd^ shall be tiiat of tire 
Purchaser to pay the Vendor the Net Amount on the Settlement Date. 

5. Governing Law and Jurbdiction 

This Agreement will be governed by and construed in accordance with tire laws of the Isle 
ofMmr. 
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3. 

AS WITNESS this Agreement has been entered into by duly authorised lepresraitatives of the 
Purohaser and by the Vendor on the date first written above. 
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4. 

Appendix 


Borrowed Share 

Namber 'of Borrowed 
Shares 

Rdevant Stock Lending 
Agreement 

Verisign, Ino. 

100,000 

29 Fd) 2000 

Conextent Systems, Inc. 

125,000 

29 Feb 2000 

CMGI,Inc. 

250,000 

3 Jan 2000 

Internet Capital Group, Inc. 

215,000 

3 Jan 2000 

Commerce One, Inc. 

230,000 

28 Dec 1999 

Yahool Inc. 

100,000 

3 Jan 2000 

Citrix Systems, Inc. 

300,000 

29 Feb 2000 


450.000 

10 Jan 2000 

Doubleclick Inc. 

200,000 

3 Jan 2000 
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TERMINATION AGREEMENT 

THIS AGREEMENT is made on 5 June, 2000 
BETWEH^: 

(1) Barnville Limited whose registered office is at 19 Mount Havelock. Douglas, ble of 
Man CBamville”); and 

(2) Reka Limited whose registered office is at West Bay Road, P.O. Box 31106 Grand 
Cayman, Cayman Islands (“Reka”). 


WHEREAS; 

(A) Reka and Barnville entered into a collar transaction with respect to the Basket 
whereby Barnville sold to Reka the Put Option and Reka sold to Bamville the Call 
Option. 

(B) Each of the parties hereto wish to unwind the Put Option and the Call Option. 


NOW IT IS AGREED AS FOLLOWS: 

I. Definitions 

1.1 In this Agreement, capitalised terms not otherwise defined shall bear the following 
meanings: 

“Basket” means the basket of US technology shares as defined in the Put Option and 
Call Option confirmation documents. 

“Call Option” means the call option sold by Reka to Bamville on 5 May 2000. 

“Call Option Unwind Amount” means the amount that Bamville and Reka agree to 
be the fair market value of the Call Option on the date hereof, being US$14,551,943. 

“Net Unwind Amount” means the Call Option Unwind Amount less the Put Option 
Unwind Amount, being US$2,596,167. 

“Put Option” means the put option sold by Bamville to Reka on 5 May 2000. 

“Put Option Unwind Amount” means the amount that Bamville and Reka agree to 
be the fair market value of the Put Option on the date hereof, being US$1 1,955,776. 


2.1 Bamville and Reka hereby agree to terminate early the Put Option and the Call 
Option on the date hereof and, as a result, shall owe to the other the following 
unwind payments: 


Permanent Subcommittee on Investigations 
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(a) the Put Option Unwind Amount payable by BarnviUe to Reka; and 

(b) the Call Option Unwind Amount payable by Reka to Bamville. 

2.2 Bamville and Reka agree that die Put Option Unwind Amount shall be set-off against 
the Call Option Unwind Amount, leaving the Net Unwind Amount payable by Reka 
to Bamville on the date hereof. 


3. Governing Law 

This Agreement will be governed by and construed in accordance with the laws of 
the Isle of Man. 


AS WITNBSS this Agreement has been entered into by duly authorised representatives of 
each of the parties hereto on the date first written above. 


For and on behalf of 
Reka Limited , 





C,Tc. 


For and on behalf of 
Bamville Limited 




Name: pt tNl iCkoCSoO 
Title: llr«c-t.-foft_ 
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TRIPARTITE SET-OFF AGREEMENT 


THIS AGREEMENT is made on 5 June 2000 
BETWEEN: 

(1) Jackstones Limited whose registered office is at 12-14 Finch Road, Douglas, Isle of 
Man (“Jackstones”); 

(2) Bamville Limited whose registered office is at 19 Mount Havelock, Douglas, Isle of 
Man (“Bamville”); and 

(3) Reka limited whose registered office is at West Bay Road, P.O. Box 31106 Grand 
Cayman, Cayman Islands (“Reka”). 

WHEREAS: 

(A) Under the terms of the Termination Agreement, Reka is liable to pay Bamville an 
amount equal to the Net Unwind Amount. 

(B) Under the terms of the Unwind and Purchase Agreement, Jackstones is liable to pay 
Reka an amount equal to the Net Amount. 

(C) The patties have agreed to the set-off of the two payment obligations subject to and 
in accordance with the terms of this Agreement. 

NOW IT IS AGREED AS FOLLOWS: 

1. Interpretation 

1.1 In this Agreement, unless the context otherwise requires, the following words and 
expressions will have the meanings set opposite them: 

“Net Amount” shall have the same meaning given to it in the Unwind and Purctuse 
Agreement 

“Net Unwind Amount” shall have the same meaning given to it in the Termination 
Agreement 

“Residual Net Amount” means the Net Amount less the Net Unwind Antount being 
US$5,737,624. 

“Settlement Date” means 8 June 2(XX). 

“Termination Agreement” means the Termination Agreement entered into between ' 
Reka and Bamville on the sane date hereof. 


“Unwind and Purchase Agreement” means the Unwind and Purchase Agreentont 
entered into between Jackstones and Reka on the same date hereof. 
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1.2 Clause headmgs are for ease of reference only and are not intended to affect the 
interpretation of this Agreement 

2. Set-off 

2.1 In consideration of Jackstones issuing to Bamville the Promissory Note in accordaiM» 
whh clause 3 below, Bamville hereby consents to Reka setting off fte Net Unwind 
Amount against the obligation of Jackstcmes to Reka wWr respect to the Net Amount 
mid accepts that such set-off shall effect a full discharge of Reka* s paymmit obligation 
with respect to the Net Unwind Amount. 

2.2 Reka agrees that such set-off will reduce Jackstones’ obligation to pay the Net Amount 
by the Net Unwind Amount, leaving Jackstones liable to pay Reka the Residual Net 
Amount on the Settlement Date. In consideration of the Promissory Note, Bamville 
hereby agrees to m^e such payment 

3. Promissory Note 

In recognition of Bamville's consent and acc^tance to the foregoing set-off and 
payment, Jackstones shall issue to Bamville a promissory note for a face amount equal 
to die Net Amount on terms that provide for payment to Bamville order on demand to 
that effect 

4. Governing Law and Jurisdiction 

This Agreement ivill be governed by and construed in accordance with the laws of die 
Isle of Man. 

AS WITNESS this Agreement has been entered into by duly authorised representatives of the 
parties on the date first written above. 


For and on behalf of O 

Jackstones 

Tide. 

Date: ^ 


For and on 
Rdca Limi 
Name: 
Title: 



'e. wisv 


Date://, ^ ,u.. 

fcr and on behalf of 
imville Limited 
Name: A isJlCHOtSO»0 
Title: 7)iR^O(L. 

Date: 5 ® 
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JUN 08 2Bm 12:29 FR SPBC OF PTERICA 212 583 8563 TO 9011442076651233 P.02/02 


Bank of America N.A. 




formerly known as NaQonsBaid:, N^. 
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Extract ftom Triskelion Trust Company Statement 


Client Name: Bamville Limited 

Account No: TRISKO-USD1 

Book currency: USD 

Date Nanativs 

01-Jun-00 Interest 
12-JuivOO NMS Services 

26- JurHKI Bank Charges 
03-JuMX} Interest 

27- JuMlO Quadra Appreciation Fund II 
27-Jul-OO Bank Charges (Wire fee) 


Closing Account Balance 


ReRekaUmited 


ID number 

Detet . 

Credit 

507932 

2,331.10 


507773 

5,737,ffi3.35 


513758 


%.4S 

522279 

37,413.80 

5.777,248.64 

86.16 


5,777,368.25 

6,777,m25 


EZZjH 
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EA Investment Services Limited 
C/o Citco Building 
Wickhams Cay 
PO Box 662 
Road Town, Tortola 
British Virgin Islands 


Reka Limited 
West Bay Road 
P.O.Box31106 
Grand Cayman 
Cayman Islands 

Dear Sirs, 


Dated effective die 6* day of June 2000 


We refer to the 1000 covered call warrants issued by Reka Limited on 5 May 2000 relating to a basket of shares 
in various US technology companies (the “Warrants”), all of which were subscribed for by EA Investments 
Limited pursuant to tire terms of a subscription agreement of the same date (the “Subscription Agreement”). We 
also refe to the sale by Reka Limited of the Basket Shares to Jackstones Limited, whidi we believe took place 
on 5 June 2000 (die “Me Date”). 


Capitalised terms not otherwise defined in this letter shall bear the same meanings ^ven to them in the 
Subscription Agreement and/or in the Global Warrant 

The purpose of this letter is to confirm that 

(a) on the understanding that the Warrants are now uncovered as a resuH of such sale to Jackstones Limited, 
we have immediately exercised our Put Right with respect to all of the Warrants outstanding (all of 
which continue to be held by EA Investments Limited as of today’s date); and 

(b) the Issuer Account as of today’s date is credited with $30,547,000 (being the sum of the subscription 
monies for the Warrants) together with $314,514.67 accrued interest (giving a total credit balance of 
$50,861,514.67). 

In the exercise of the Put Right, we hereby deliver all of the Warrants to you and relinquish in full any foture 
entitiement with respect thereto and, in accordance with clause 6(c) of die Subscription Agreement, shall 
forthwith treat the payment by you for such Warrants as having been satisfied by us debiting in full the total 
amount currently standing to the credit of the Issuer Account (including accrued interest). 


This letter shall be governed by and construed in accordance with English law. 


Please indicate your acceptance of the above by signing and returning to us a copy of this letter enclosed for thti 
purpose. 


Yours sincerely. 


For and on behalf of EA Investment Services Limited 



id agreed 




For^d on behalf of Reka Limited 
etc. 
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EA Investment Seivices Limited 

Citco Bunding 

Wickhams Cay 

P.O. Box B62 

Road Town, Tortola 

British Viigin Islands 


Statenent of Account 
Qu»ter emfed 30 June SKH) 
USD Ci«nl AcccHfli! 

Refcalim^ 

WBiABiqrR»ad 
P.O.BOX3110SSMB 
Grand flyman 
Gayrnsn Islands 


t1t»}eDate 1 

IV^ue Date I 


IdSS I 

iCredB i 

ll^Batance i 

OI-Apr-OO 

01-Apr*00 

Balance Brought Foiward 



0.00 

OS-May^ 

0544ay-00 

Transit Incomir^ Funds 


50,547.000.00 

50.547.000.00 

31-May-OO 

31-May-OO 

interest to 31-May-2000 


0.00 

50.S47.<»0.00 

0&>Jun-^ 

OS^ft-00 

Wire Transfer 'A001 

SO.661,514.67 


(314,514.67) 

30^im>00 

30'Jun4X) 

Interest to 3O^Aineh20D0 


0.00 

(314,514.67) 

3(Kliin-0Q 

30-Jurv^O 

Total Debits /Credils 

I 50,881,514.87 I 

1 Sa.547,SOO.OO 1 



Closino Balance | ~C314.S14.67^ 


Certified as correct by: 




Director, on behalf of 
EA in\^stinent Services Lunited 
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- Redacted by the Pemianent 
Subcommittee on Investigations 

From: Jeff Greenstein 

Sent: Tuesday. March 28. 2000 1 0:49 AM 

To: Chuck Wilk 

Subject: RE: Point 


let me know if there is anything I should look at 

Original Message 

From: Chuck Wilk 

Sent: Tuesday, March 28, 2000 8:24 AM 
To: 'John Staddon' 

Cc: Jeff Greenstein 
Subject; RE; Point 


John, 

Where do we stand on the final documentation for the POINT trade? I leave for Houston 
tomorrow and meet with a POINT client on Thursday. Would like to begin the process of him 
(the client) reviewing the documents (only those applicable to U.S. taxpayer). There is a 
strong chance that this is the first trade and that Woody Johnson's trades are two and 
three. 


Chuck 

— - — Original Message- 
From; John Staddon [mailtoj john. staddon| 
Sent; Frida y, M arch 24, 2000 10:03 AM 
To: Chuckwe(_~ 

Cc; Rajan Pun 
Subject; Point 
In^ortance: High 


Chuck, 

Attached is the subscription agreement detailing the basis upon with Suram 
will purchase the basket warrants issued by Cayman Co. I also attach a form 
of promissory note which I have introduced for the purpose of loM Co not 
having to take a loan from Euram for the cash collateral that it will need 
to account to Cayman Co for upon novation. This loan (if made) would 
attract a significant capital charge and so I have instead left the amount 
as a debt payable by loM Co to Cayman Co. This works out quite nicely when 
it comes to payment of the deferred consideration by Delaware LP in that we 
can effectively set-off the two amounts (given that Cayman Co is a sub of 
Delaware LP at such time, this should be relatively straightforward - in 
fact I will refelct it in the sale and purchase agreement when it comes to 
the payment of the defrred price). 

The only remaining document of substance is the collar confirmation (which I 
will probably split into the put and call constituents) , This will be a 
standard ISDA format. What I would propose is that I produce a memo for 
your open on Monday iteming each of the documents that have been drafted 
(including for the collar) and explaining the context in which they each 
appear. I can send this over to you attaching all of the documents in one 
swoop which you can then distribute as you see fit. 

Let me know if this is ok. 

Cheers, 


Permapent Subcommittee on iDvestieatioas I 
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Quellos Group. LLC 
Meeting Search 


= Redacted by the Permanent 
I Subcommittee on Investigations 


Wednesdau, June 7 , 2000 

■ JohnStaddoR email 

POINT Doeumcntation - Good mornmg John, 


Brian M. Hanson, Otris M. 
Hirata 


Now dttl the unwind docs are fairly settled, >^^ajlv need to push on getting all the documentation for each trade finished, signed, 
and filed. Particuhiriy, we need to hxus week. If y mi coulcl se nd me final ct^ies of aR his dots (opraing and dosing) 

signed 1^ the Irie of Man folks, then I will msure that they are sent t^dfPhnd signed. Alsa 1 would Hire to have a final set of all 
final docs electronically. 

We should then focus on Woody an|||p|^ar}y next week. Give me a call tomorrow if you would Hke to discuss. Thanks John. 


Tuesday, June 21. ^HXS 


I Permanent Subcommittee on Investieatioas 
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From: 

Brian Hanson 

Sent: 

Thursday, June 15, 2000 7:29 PM 

To: 

'raj puri (euram)' 

Cc: 

Christopher Hirata; Eric M. Schuehle 

Subject: 

Purchase agreements 

Raj, 



! have spoken with the client contact for the Investors in Reka and Burgundy and have bought us some time. The 
expectation on their part is that we will have draft documents for the purchase of Reka and Burgundy by Monday. We 
are still reviewing the documents for Reka. Spedfically we have questions on section 6 regaixling the o^llaterai pledge to 
Bamvitle. We would like to do some more research on that and then plan to finalize our review sometime tomorrow. 
Hopefully this will allow you to turn around changes and draft the documents for Burgundy on Monday. Chris plans to 
talk to John and we should follow up with you Portly after. If you have any que^ions, please fee! free to email me or call 
me at 206-613-6732. 

Thanks for your help, 

Brian 
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Qaellos Gri»ip, LLC 
MeeHn^ SeoKh 


Tuesday, fimuarv 9. 2(Hil 

I ]oei Latman atait 

Oocumenl wrapup 


Friday, June 24, 20C6 


I Permanent Subcommittee on Investigations 
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CoRBdential 


Ouellos Group, LLC 

Meeting Search 

Tuesday. January 9, 2001 

■ RajanPuri mail Brian M. Hanson 

Platinum/Reks/Burg dtKS and doc wrapup 


Monday, )un« 20, 20(S 
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Confidentiat 


Friday, September 14, 2001 

■ jMlLatauR emui Andy ]. Robbins, Brian M. 

Hanson 

-Joel. 

The attached spreadri^eets contain the journal entries that need to be made for Sidritiil LLC and SdehilL Inc. as they relate to Burgundy 
limited and Burgundy ! LLC and for Woodgien I LLC and Woodglen t, Inc. as th^ relate to Reio limited arul Rriu 1 LLC as of 
December 31sL 3000. 

We hope Uiat the entries and their descriptions are self explanatory but to the exleitt that they are not in any way, please don’t hesitate 
to call either Andy or mysdf for further explanation. 

Also, as I mention^ yesterday, I have the si^ed tax returns (federal and state) for the above entities in my pos^ston and will send 
them off to you when things calm down in the skies. 

I hope you have a great weekend. 


Regards, 

Brian 


Friday. )une Zi. 20(S 


Rage 175 
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Redacted by the Permanent 


From: 

Brian Hanson 

Sent: 

Monday, June 26, 2000 11:58 AM 

To: 

'jstaddon^lllimillllpl’ 

Cc: 

Christopher Hirata 

Subject: 

RE: Document revisions 

John, 



I jusl spoke with Chuck regarding the split issue. Woodglen Partners is the parent company for Woodglen I, Inc. and 
Woodglen I, LLC. Woodglen I, LLC hold a .01% interest In Woodglen Partners and Mr. Johnson's attorney’s felt it would 
be in the best Interest of the investment partnership for Woodglen I, LtC to make the purchase by Itself. A .01% 
purchase Is consistent with the stmcture of Woodglen Partners and this wll allow for an easier tax return filing when it 
becomes necessary for Woodglen Partners. 

Basically, from a client service perspective, K would be best if we could push through the changes with Citco rather than 
go back to the client and encourage them to buy off on Woodglen I, Inc. making a purchase as well. From their tax 
standpoint it will ultimately be much cleaner. Please let me know the feasibility of making this happen and what the 
timing wili be. 

Also, 1 haven't heard via email or phone what the status is on the fee wires from Bamviile and on the transfer of ^nds 
from Bamviile to Triskelion for Burgundy and it's subsequent fee wire. Can you give me an update? 

Regards. 

Brian 


“•—Original Mess age — 

From: jstaddon4l^^H||||||[9tmaMto;jstaclclon 
Sent: Monday, June 26, 2000 9:00 AM 
To: Brian Hanson; 'raj puri (euram)’ 

Cc: Christopher Hirata; Chuck Wiik; Eric M. Schuehle 

Subject: Re: Document revisions 

Brian, 

We are slightly confused at this end as to wh aUhe ne cessary split should 
be between the Woodglen entities. Under the|(||||psimcture. Chuck 
resolved upon having a 99% and 1% holding structure (the 99.9/0.1 ratio 
being considere d too te nuo us) which n ecessitated splitting Bamviile's 
hokling between|im^andi||||||^m||||^ (992 and 8 respectively). I 
assumed that the same ratio would be appropriate for the other tranches and 
that is vmy we prepared a purchase agreement between Bamviile and 
Woodglen I, Inc. and factored this into the unwnd documents accordingly. 

My preference would be to remain consistent, not least because I do not want 
to have to go to the Cayman Islands guys again with further revisions to the 
unwind documents (which they are cuirentty holding pending our instructions 
to execute). I also explained when we first broached the subject of the 
re-execution exerdse as to why we needed a separate purchase agreement 
betv^n Bamviile and Woodglen I, Inc and so its removal from the list of 
dooiments to be ex^xjted would I suspect cause more questions than I would 
care to have to field. Perhaps you could seek clarification from ChucA on 
this. 

Otherwise the revisions are gratefully received. 

Regattis, 

John 
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— Original Message — 

From; Brian Hanson <BrianHg 

To: 'John sla*toy|uram)^js|addong 

<rajan.pur1^|IHHlHV^^ 

Cc: Christopher Hlr ^ achrish^ 

M. Schuehle <erics3(L-___ 

Sent: Friday, June 23, 2000 1 ;50 AM 
Subject: Document revisions 


. = Redacted by the Peimanent 
c.ibrnmTnittee on Investigations 


>; 'raj purr (euram)' 
; Chuck Wilk <Chuck' 


; Eric 


> John and Raj, 

> Attached are revisions to the documents for Reka Limited as we see fit. 

> major item to note is that the purchase agreement between Woodglen I, Inc. 

> and Bamville Limited is not necessary and therefore the document can be 

> disregarded. Since EurAm Corporate Services Limited holds one share and 

> since the allocation percentage is 99,9% and .01% it works out perfect to 

> have Woodglen I, Inc. purchase that share from them. Another major change 

> is with the purchase agreement between Woodglen I, Inc. and EurAm CSL. 

> We believe that clause 6.7 should be removed from the document. You have 

> already removed the promissory note definition and therefore ail future . 

> reference to the note should also be removed. This should indeed be the 

> case as the note is between Reka and Bamville not Reka arrd EurAm CSL. 

> I will not detail all minor grammatical and punctuation changes (although 

> there are some) but here are the other changes in bullet form; 

> 

> Purchase Agreement - Woodglen I, lnc./EurAm CSL 

> * Prepaid interest amount = $3,470 

> * Consideration for sale amount = $103,942 

> * Remove section 6.7 

> 

> Purchase Agreement - Woodglen I, LLC/Bamville 

> * Prepaid interest amount = $3,466,248 

> * Purchase shares = 1,000 shares 

> * Consideration for sale amount = $103,833,510 

> 

> Short Call Option Sale - Reka/Bamville 

> * No changes necessary 

> 

> Long Put Option Purchase - Reka/Bamville 

> * Change o^ion premium language to read: "...resulting in a net 

> premium payment due by the Buyer to the Seller of $2,380,282 on the trade 

> date and $720,905 on May 22. 2000. 

> 

> Promissory Note 

> * No changes necessary 

> 

> Novation Agreement 

> * Remove tracking changes 


> <:<WglenlNCSubsoriber.doc» «WglenLLCBamvillB.doc» 

> «CallBamvllleReka.doo» «PutBamvilleReka.doc» «Promissory 
Note.doc» 

> «NovationReka.doc» 

> 

> 

> We have made all of the changes noted above already. To the extent that 

> further changes need to be made or that changes we have made are 
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> inconsistent with your thoughts, please modify accordingly {upon 

> conference). Any and all agreed upon changes made need to make their way 
in 

> to the documents for Burgundy as well. 

> 

> Finally, you had asked Chris some time ago for information about an 

> additional note amount required to provide sufficient basis in Reka. We 

> estimate this amount to be $32,000,000. Drafts of the loan/fixed income 

> docs using this figure (with the 99.9% and .1% breakdown) will be 
sufficient 

> for our review. 

> 

> Thanks for all of you help! 

> 

> Regards, 

> Brian and Team 

> 

> P.S. - what's the deal with the pink and blue lines that often appear in 
the 

> docs? What happed to good old fashioned black writing?! 

> 


3 
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- MMM Redacted by tbe Permanent 

Subcommittee on Investigations 

From: 

Sent: 

To: 

Cc: 

Subject: 


Chris 

Sign-off time.... 

Reka / Woodgien 

a) Prom Note - I have chased Ann for this... you will get it faxed to you 
today, with original to follow in the mail. 

b) Purchase Agreement (B'ville - W’glen Inc) - I think it is correct that 
you have NOT got this... the TWO seller / buyer relationships are; 

i) B'ville - W'glen LLC (1,000 shares) - see (c) below 

ii) ECS ltd - W'glen Ltd (1 share) - you do not mention this as o/s. 

c) I‘m happy with your proposed changes to: 

-Global Call Warrant document 
-Subscription Agreement 

-Purchase Agreement (B'ville - W’glen LLC) 

-Put option 
-Termination Agreement 
-Tripartite set-off 


Rajan Puri [rajan.puri^ 

Thursday. July 13, 2000 9:00 AM 
'Chri^of^erHirata'; Rajan Puri 
John Staddon 
RE: Document corrections 


Burgundy / Sidehill 

a) Prom Note - I have chased Ann for this... you will get it faxed to you 
today, with original to follow in the mail. 

b) I'm happy with your proposed changes to: 

-Global Call Warrant docxunent 
-Subscription Agreement 

-Termination Agreement 
-Tripartite set-off 

Give me a call later 

Regards 

Raj 


——Original Message— 

From: Christopher Hirata (mailto:! 
Sent; Wednesday, July 12, 2000 4 :23 PM 
' ra j an . purl 

Subject: FW; Document corrections 


> Original Message 

> From: Christopher Hirata 

> Sent: Wednes day, July 12, 200 0 8:21 AM 

' rajan. puri^||||||[|||||||||[^^ 

> Subject: FW: Docunffin^corrections 


-Original Message- 


Permanent Subcommittee on Investigations 
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= Redacted by the Permanent 


From: Rajan Puri Njan.purilHmilHIpri] 

Sent: Friday . July 14, 2 000 1 0:22 m 

To: 'crirish^Hfm^' 

Subject: FW: Quadra's outstanding Information requests... 


Chris - FYI - Good old loM guys... the DHL package should be with you on 
Monday. 

Later 

Raj 


Original Message 

From: Paul Moore [mailto: Paul .Moored 
Sent: Friday, July 14, 2000 3:32 PM 
To: ‘Rajan Puri' 

Subject: RE; Quadra's outstanding information requests.. 


All these matters have now been dealt with. 

We have today sent following by DHL to Quadra 


1. revised promissory note 

2. MiA +cert.of inc+mins for Torens & Burgundy 

3. Original contribution agreement Barnville/Reka 
4 .Termination agreement-revised Trancb 2 Barnville/Reka 

regards 

paul 


-——Original Message- 
From: Rajan Puri { SMTP: raj an. pur 
Sent: 14 July 200 0 10:10 
To: ' paul^jmooreJ 

* ann . nicholson@l 

Subject: Quadra's outstanding information requests. 


Paul / Ann 


Further to our conversations yesterday, I thought it wise to send 

you a 

checklist of the items Quadra consider to be outstanding re the Reka 

Ltd 

{tranche 2) Point transaction. 


a) Promissory Notes 

ANN - I sent you two yesterday ... one issued to Reka Limited and the 
other to 

Burgundy Limited. Please ignore the one to Burgundy. . .all of the 
Burgundy 

revised documents will be executed later next week. 

Re the one to Reka for USD103.9mio - please execute {it replaces 

the 

incorrect one you currently have on file for USD200+mio) . . .fax a 
copy to 

Chris Hirata at Quadra, and courier an original. Please remember to 


pgrifianwit Subcomnuttec on Investigations 
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date it 

with the SAME date as on the note! 


b) Incorporation documents for Torens Lindted and Burgundy Limited 
Quadra are producing document 'bibles* for each of their clients; 

they 

currently have (poor quality) fax copies of the relevant 
incorporation docs 

for the two companies above, but require 'cleaner* versions for 

their 

bibles. Is it possible to courier Hirata photcopies of the following 

docs 

for both conpanies please: 

-Certificate of Incorporation; 

-Memo&Arts of Association; and 
-Minutes from first Directors Meeting. 


c) Barnville / Reka Limited Contribution Agreement 
Quadra have received a faxed copy of the following executed 
contribution 

agreement between Barnville and Reka (signed by BOTH parties) : 
<<Contribution 4-6-00. doc» 

However, he does not appear to have received an original in the 

mail ! 


Can you dig through your files please, and send him an original 

signed 

version as part of the courier package. 


d) Termination Agreement 

As part of the Unwind of the Tranche2, a Termination Agreement was 
signed by 

the following - Woodglen Inc, Woodglen LLC, Barnville Ltd> Reka 
Limited and 

Euram Corporate Services Ltd, to allow various netting arrangements. 

This 

unwind process has now been scaled back (due to personal tax 
considerations 

of the end-client) so that the termination agreement should simply 
refer to 

the unwind of the call and put options executed between Barnville 
and Reka. 

Therefore, rather than cross-out a number of the signatures on the 
original 

5-way Agreement, can you siir^ly re-execute on behalf of Barnville, 

the 

following signature page please: 

«Terraination Agreement. doc» 


Thank you! 

PAUL - I will courier the incorporation docs for European American 
Investment Advisory Services Limited to you today. 


Cheers 

Raj « File: Contribution 4-6-00, doc » « File; Termination 

Agreement.doc » 
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= Redacted by the Permanent 
Subcommittee on Investigations 


From: 

Sent: 

To: 

Cc: 

Subject: 


John Staddon yohn.staddon^ 

Friday. September 29. 200 0 11:02 AM^ 
Christoj^er Hirata; BfianHtf ^ 

^ Ti; Rajan Puri 


Importance: 


High 



Nov^on.doc Umwnd.doc 


Chris & Brian, 

Attached is a form of Unwind Agreement by which I think we can document the 
close out of the novated stock loans and associated repayment of the cash 
collateral (or as is most likley part repayment) by Barnville to Jackstones. 
As you will see, I have completely eliminated any residual cash collateral 
obligation under the Stock Loan Agreements by having Barnville execute 
promissory notes in favour of Jackstones- 

One matter of detail which we should think about is the issue of timing and 
how it is that Jackstones will (or at least it would in the normal course) 
need to receive the cash from Barnville before it can purchase the stocks 
and then return it to the Delaware LLC. However the payment by Barnville to 
Jackstones is a repayment of cash collateral which logically should only be 
paid once the Borrowed Securities have been redelivered (otherwise it fails 
to perform the function of collateral) . What I wonder is whether we can 
arrange with BoA for a simultaneous delivery of stock and payment. Is this 
what is anticpated in any event? 

I also attach a revised form of Novation Agreement which provides a bit more 
specifics on the treatment of the cash collateral obligation. The new 
clause 3 is I think necessary in order to explain why LLC would be prepared 
to allow Barnville to retain the original cash collateral pot albeit subject 
to keeping the obligation to return it upon the due redelivery of the 
Borrowed Securities. 

As regards the accountant's report, we have arranged to speak with the firm 
on Monday to discuss what it is that we are looking for them to do for us. 

One other item, please note that it will not be Claycroft that will be the 
1% owner of the LLC, but we shall instead be setting up another loM company 
for this purpose. Its name and details should also be available on Monday. 

Speak to you soon, 

John 


Original Message 

From: Christopher Hirata (mailto 
Sent; 28 September 2000 18:11 
To: 'John Staddon' 

Subject: RE: Point 


John, 

One other item; can you come back to us tomorrow with a response on the 
issue regarding the accountant's verification of the portfolio's original 
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Novation Agreement 


THIS AGREEMENT is made as of the 
BETWEEN: 

(1) Seller L.P. (the “Original Party”); 

(2) Sample Limited (the “New Party”); and 

(3) Example Limited (the “Remaining Party”) 


WHEREAS:- 

(A) The Original Party lent to the Remaining Party the Contribution Shares (as 
defined below) under certain stock lending transactions documented under 
stock lending agreements altered into on (the “Stock Lending Agreements”). 

(B) The Original Party ivishes to contribute the Contribution Sbar% to the New 
Party in exchange for shares in the New Party but, rather than recalling the 
Contribution Shares fi-om the Remaining Party in accordance with the Stock 
Laiding Agreements and then delivering them to the New Party, the Original 
Party has proposed that its rights and obligations under the Stock Loiding 
Agreements insofar as they relate to the Contribution Shares be transferred and 
assigned to the New Party, such that the New Party then becomes entitled to 
call for the return of the Contribution Shares fi'om the Remaining Party. 

(C) The New Party has agreed to take the Contribution Shares fi'om the Original 
Party subject to the applicable Stock Lending Agreement with the Remaining 
Party. 

(D) With effect fi-om the date hereof, the parties hereto have therefore agreed that, 
sutgect to the terms of this Agreement; - 

(i) the Original Party shall be released and terminated by novation fi'om its 
obligations under the Stock Lending Agreements insofar as th^ relate 
to the Contribution Shares; and 

(ii) the New Party shall assume all of the obligations of the Original Party in 
respect of the Stock Lending Agreements insofar as they relate to the 
Contribution Shares. 

(E) With respect to the collateralization of the portfolio as' referred to in the 
Stock Lending Agreement, the full collateral r^jyment obligation 

remains with the Original Party. 

In consideration of the mutual promises and releases contained herein, it is hereby 
agreed as follows; - 


- 1 - 
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1. In this Agreement, capitalised terms not othenvise defined shall bear the 
following meanings; 

“C^h Collateral Obligation” means the obligation of the Original Party 
under the Stock Lending Aereemenls prior to the execution of this Agreement 
to repay to the Remainine Party the cash collateral amount allocable to the 
Contribution Shares (the “Cash Collateral Amount”!, sudi amount having 
originally beat transferred by the Remaining Party to the Original Party at the 
inception of the applicable stock lending transactions. 

.“Contribution Share(s)” means the shares set out in the Schedule hereto. 

“Effective Date* nBans f 1 2000. 


etes i ng - pric e of that shar e on th e Eff e ctive Dat e 


2. With effect on and from the Effective Date;- 

(a) the New Party undertakes to the Remaining Party to perform, and 
assumes by novation, all the obligations due to be performed by the 
Original Party under the Stock Lending Transactions insofar as they 
relate to the Contribution Shares as if it were an original party thereto,^ 
save in relation to the Cash Collateral Obligation which shall remain an 
obligation of the Original Party : 

(b) the Remaining Party herein releases the Original Party from its 
obligations and liabilities under the Stock Lending Agreements insofar 
as they relate to the Contribution Shares save in relation to the Cash 
Collateral Obligation which shall remain an obligation of the Original 
Party; 

(c) the Remaining Party hereby undertakes to the New Party to perform 
and assumes by novation obligations and liabilities in fevour of the New 
Party identical to such of its obligations and liaNlities as would arise in 
favour of the Original Party under the Stock Lending Agreements 
insofar as they relate to the Contribution Shares; and 

(d) the Original Party releases the Remaining Party from its obligations and 
liabiliti^ to the Original Party under the Slock Lending Agreements 
insofar as they relate to the Contribution Shares and die Original Party 
hereby relinquishes all of hs rights, interests, duties, claims and benefits 
thereunder. 

2. — In consideration of the Original Party retaining the Cash Collateral Amount, the 

Original Party hereby undertakes to the New Party that if in the, event that the 

Remmning Party fails to redeliver the Borrowed Securities to the New Party in 

accordance with the Stock Lending Agreements, thm the Original Party shaU 
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forthwith pay the New Party the Cash Collateral Amount, whereupon the New 

Party shall assume the Cash Collateral Obligation as if it were an obligation 
novated to it hereunder. The Remaining Party hereby consents to such a 
payment and assumption in such circumstances. 

34. Each of the Remaining Party and the Original Party represraits and warrants to | 

the New Party that (i) it or he, as the case may be, has power to execute, 
deliver and perform this Agreemmt and has all necessaiy action to 
authorise such execution, delivery and performance and (ii) this Agreement 
constitute its or his, as the case may be, legal, valid and binding obligations, 
aiforceable in accordance with its terms (subject to applicable bankruptcy, 
insolvency, moratorium or other laws affecting creditors’ rights graierally from 
tinM to time in effect). 

45. The New Party represents and wanants to the Remaining Party and the | 
Original Party that (i) it has power to execute, deliver and perform this 
Agreement and has taken all necessaiy action to authorise such execution, 
delivery and performance and (ii) this Agreement constitutes its legal, valid and 
binding obligations, enforceable in accordance with its terms (subject to 
t^plicable bankruptcy, insolvency, moratorium or other laws affecting 
creditors’ rights generally' from time to time in effect). 

5^. This Agreement may be executed in any number of counterparts, each of which | 
when executed and delivered shall be an original, but all the counterparts shall 
constitute one and the same instrument. 

62. This Agreement shall be governed mid construed in accordance with English | 
law. 


IN WITNESS WHEREOF the parties hereto have caused this Agreement to be duly 
executed Ae day and year first before written. 
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Seller L.P. 


Name: 

Title: 

Date: 


Sample Limited 


Name: 

Title: 

Date: 


Example Limited 


Name: 

Title: 

Date: 
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Schedule 

Contribution Shares 


Share 

Number 
of Shares 
in the 
Basket 

Relevant Stock 
Lending 
Agreement 

Value as at 
Stodi Lending 
Date 

Value as at 
Effective Date 

Verisign, Inc. 


29 Feb 2000 


IBHi 

Conextent Systems, 

Inc. 

125,000 



6,404,075 


BBHI 

3 Jan 2000 

40,805,000 

16,175,250 

Internet Capital Group, 
Inc. 

215,000 

3 Jan 2000 

43,000,000 

8,437,073 

Commerce One, Inc. 

230,(K)0 

28 Dec 1999 

28,750,000 


Yahoo! Inc. 

100,000 

3 Jan 2000 


12,520,920 

Citrix Systems, Inc. 


29 Feb 2000 



Excite ®Home 




liiHni 

Doubleclick Inc. 

200,000 

3 Jan 2000 

26,800,000 

12,405,600 

Totals 



248,844,063 

103,942,452 
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Unwind Agreement 


THIS AGREEMENT is made on this []th day off ]2000 

BETWEEN: 

(1) Jackstones Limited of 12-14 Finch Road, Douglas, Isle of Man (the "Purchaser"); and 

(2) [ ] Limited of [ ]. Delaware (the "Vendor"). 

WHEREAS: 

(A) The Borrowed Shares were originally lent by Bamville Limited to the Borrower pursuant to 
the Stock Lending Transactions. 

(B) Bamville under the terms of the Novation Agreement assigned to the Lender all of its tights 
and entitlements under the Stock Lending Transactions with respect to the Borrowed Shares. 

(C) Also in accordance with the Novation Agreement, Bamville retained the cash collateral 
originally transferred by Jackstones to Bamville under the Stock Lending Transactions with 
respect to the Borrowed Shares on condition that Bamville would remain liable to return 
such cash collateral to the Borrower upon and subject to the redelivety by the Borrower of 
the Borrowed Shares to the Lender as and when the Lender calls for the same to be 
redelivered pursuant to the terms of the Stock Lending Transactions. 

(D) The Lender wishes to receive back from the Borrower the Borrowed Shares and the parties 
have agreed to effect the same in accordance with the terms of this Agreement. 

NOW THIS AGREEMENT WITNESSETH AND IT IS HEREBY AGREED AS FOLLOWS: 

1. Interpretation 

1.1 In this Agreement, unless the context otherwise requires, the following words and 
expressions will have the meanings set opposite them: 

“Borrowed Shares" means the shares specified in the Appendix hereto. 

“Novation Agreement” means the novation agreement entered into on ( ] 2000 

between Bamville Limited, the Purchaser and the Vendor. 

“Settlement Date” means [ ] 2000. 

“Stock Lending Agreement” means the master stock lending agreement entered 
into between the Purchaser and Bamville Limited on 28 December 1999. 

“Stock Lending Transactions” the stock lending trans^ons relating to the 
Borrowed Shares originally entered into by Bamville Limited (as the lender) and the 
Purchaser on [28 December 1999, 3 January 2000, 10 January 2000 and 29 
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2 . 


February 2000] pursuant to the terms of the Stock Lending Agreement and as 
novated from Bamville Limited to the Vendor on [ ] 2000. 

1.2 Clause headings are for ease of reference only and are not intended to affect the 
interpretation of this Agreement. 

2. Termination of Stock Lending Transactions 

Each of the Stock Lending Transactions in so far as they relate to the Borrowed Shares 
shall be unwound and terminated on the date hereof and in accordance with Ae terms of the 
Stock Lending Agreement the Bonower shall forthwith be obliged to redeliver to the Lender 
the Borrowed Shares on the Settlement Date. Upon such redelivety, all the obligations of 
the Borrower to the Lender under the Stock Lending Transactions shall have been 
discharged in full. 

3. Return of Cash Collateral 

3.1 Upon the redelivety of the Borrowed Shares by the Borrower to the Lender in accordance 

with Clause 2 above, Bamville shall pay to the Borrower $[ ], being the agreed aggregate 

market value of the Borrowed Shares as of [ ], New York time on today’s date, and such 
payment shall reduce the Cash Collateral Obligation by an equivalent amount. 

3.2 If and to the extent that following the reduction to the Cash Collateral Obligation in 
accordance with the foregoing, an amount remains owing by Bamville to the Borrower with 
respect to the Cash Collateral Obligation (such amount being the “Balance”), then Bamville 
shall, in full and final discharge of the Cash Collateral Obligation, execute in favour of the 
Borrower a promissory note having a face amount equal to the Balance and bearing interest 
at prevailing money market rates and otherwise on terms and in a form reasonably 
satisfactory to the Borrower. 

4. Governing Law and Jurisdiction 

This Agreemait vrill be governed by and construed in accordance writh the laws of the Isle of 
Man. 

AS WITNESS this Agreement has been entered into by duly authorised representatives of the 
Purchaser and by the Vendor on the date first written above. 


For and cm behalf of 
Jackstones Limited 

Name: 

Title: 

Date: 

For and on behalf of 
Bamville Limited 
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3. 


Name: 

Title: 

Date: 


For and on behalf of 
[ ILLC 

Name: 

Titlet 

Date; 
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4. 

Appendix 


Borrowed Share 

Number of Borrowed 
Shares 

Relevant Stock Lending 
Agreement 

VerisiCT, Inc. 


29 Feb 2000 


125.000 

HBHSHHii 

1 

CMGl, Inc. 

250.000 

3 Jan 2000 

Internet Capital Group, Inc. 


3 Jan 2000 

Commerce One, Inc. 

230,000 

28 Dec 1999 

Yahoo! Inc. 

100,000 

3 Jan 2000 

Citrix Systeans, Inc. 

300,000 

29 Feb 2000 

Excite ©Home 

450.000 

10 Jan 2000 

Doubleclick Inc. 

200,000 

3 Jan 2000 
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From: 

Sent: 

To: 

Cc: 

Subject: 


Larry Scheinfeld 

Thursday. October 26, 2000 7:33 AM 
'Joel Latman* 

Andrew J Robbins; Chuck Wilk 
RE: [Fwd; Reka/Burgundy documents] 


::r^,edbythep™^''“‘ 

■ - T„vesti2atiojW 


^ u +- 'K ^ ' d'sry ;5nri ^ub^GOllGnt loanfeSCk^ He tried to call you' yesterday to finalize. 

“"/oi =an“air?or;:r?L“:a; Ira fL hL Input. I believe 

this is the best solution. Talk to you soon, Larry 

Original Message 

From: Joel Latman 

Sent; Thursday, October 26, 2000 8:21 AM 
To: Larry Scheinfeld 

Subject: !Fwd: Reka/Burgundy documents] 


Larry 

forgot to copy you on this. 
Joel 


Permanent Subcommittee on iDvestigations 
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From: 

Sent: 

To: 

Cc: 

Subject: 


Chuck Wi!k 

Tuesday. June 27, 2000 4:34 PM 
Brian Hanson 
Christopher Hirata 
RE; Note Docs 


we went over this before. The additional borrowing Is to secure the warrant indenture which states that at any time if the 
wairant is not "covered" the partnership must have a muttipte of the shortfall in other collateral. The borrowings injected 
in to the partnership by the investor is to secure that "uncovered" position. Later the investor will contribute the note into 
the partnership and all debt including the purchase money debt will be inside the partnership. 


— Ordinal Message — 

From: Brian Hanson 

Sent: Tuesday. June 27. 2000 1 ;22 PM 

To: Chuck Wilk 

Subiect: Note Docs 

Chuck, 

1 talked to Staddon today and he said he would like an email explaining rationalization/argumentation for the 
additional note as well as a sketch of how the proceeds from the note will flow through. Chris thought you guys might 
have already hammered this out and that an email of this type might be unnecessary. Please let me know how to 
proceed as he has held up the prtxiess of drafting the docs until he hears back from us. 

Thanks, 

Brian 


Permanent Subcommittee on Investigations 
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From: 

Sent: 

To: 

Subject: 


= Redacted by the Permanent 
_Subconiraittee^onJnv^ti^itio^ 


Rajan Puri 
Thursda; 
'chrishi 
Update 



B W H H 

WglenlNCSitecribeBamvIllePtomissoiv RekaPromissoiYNotWoo^^P^ssor 
r.doc Note.doc e.doc yNote.aoc 


Here goes. . . 

i) purchase agreement re ECS and Woodglen Inc... here's a 'clean' electronic 
copy if you need to make any revisions 
«WglenINCSubscriber . doc» 

“.r*. s “ “ 

tomorrow, once you confirm no material changes are required, 
for your open tomorrow. 

iii, loM guys will courier V- 9ood ^ality %Tro.Zl\ll 

Incorporation, Memo 5 Arts, and first Board 

s^mf package? ^oM will send you a signed original of the Barnvrlle / Reka 
contribution agreement. 


iv) Promissory Note structure re additional basis creation. . .here are the 

‘^<<BLnvlllePromlssoryNote . doc» «RekaPromissoryNote .doc» 
«WoodglenPromissoryNote . doc» 


If the Note does not work for the Woodglen basis 
element, let me know what you want in its place, 
document the revised game plan. 


'contribution' to Reka 
and we will attempt to 


ok... speak to you later 

Cheers 

Raj 
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From: 

Sent: 

To: 

Subject: 


= Redacted by the Permanent 
Subcommittee on Investigationj^ 


John Staddon Oohn.staddon| _ 
Monday, July 17, 2000 3:01 AM 
chrish@qcm.com 
Promissory note 


importance: High 


Chris, 

I got your message about how you think the additional capital injection into 
Reka~is td”bV sCructu'redV' The' trouble rs- that I do -not- see how this-can 
work. I had assumed that we would be having a circular funding pattern 
between the Woodglen entities, Reka and Barnville - such that no cash would 
need to actually pass i.e. purely book entry. If I have understood you 
correctly, you are in fact looking for the Reka capital to be invested in 
Euram fixed income instruments, the proceeds for which presumably could then 
be invested by Euram in Barnville paper. Unlike the pure book entry affair 
that I had originally understood, this would involve actual funding, balance 
sheet utilisation and a regulatory capital cost, somtehing which we can not 
accommodate in the amounts required for these structures. 

I hope I have misunderstood matters, but lets speak when you get in. 

John 
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From: 

Sent: 

To: 

Cc: 

Subject: 


Brian Hanson 

Tuesday, August 01, 2000 10:03 AM 
■Rajan Puri' 

Christopher Hirata 
RE: Statements 


Chris and I don't really get a long. Just kidding. Actually, I was being an overachiever with my task list. Thanks for 
getting back to me though. 

Brian 


— Original Message — 

From: Rajan Puri [mailto:ra|an.puri@i 
Sent: Tuesday, August 01 , 2000 2:1 8 Am 
T o: 'Brian Hanson'; Rajan Puri 

Cc: Christopher Hirata 

Subject: RE: Statements 

Brian - 1 sent the draft Triskellon statment to Chris on Friday, and the 
warrant premium statment to him yesterday morning. Don't you guys talk?! 

CHRIS - question for you re the docs for increasing the basis in Reka / 
Burgundy...what do you want to use as the effective date {bear in mind that 
if we need to back-date it significantly., ie to BEFORE the date of the 
unw!nd...we may have a problem with the Cayman guys) 

Later 

Raj 

Original Message Redacted by the Permanent 

From: Brian Hanson tmailtn-RrianH/al Subcommittee on Investieatinns 
Sent: Tuesday, August 01, 2000 2:02 AM 
To: 'raj puri (euram)' 

Cc: Christopher Hirata 
Subject: Statements 


Redacted by the Permanent 
SubcQimntttee on Investigations^ 


Raj, 

What’s the deal with all of our statements? I'm talking about the warrant 
premium EurAm statements as well as the Triskelion deposit account 
statements. Maybe I'm just out of the loop on this one but I thought we 
would be getting them soon (as in last week.) Let me know the status on 
this. Until then, you are not ‘da man'll 

Thanks, 

Brian 


Permanent Subcommittee on Investipafinne 
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___ = Redacted by the Permanent 
Subcommittee on JhvestigMiM^ 


From: 

Sent; 

To: 

Cc: 

Subject: 


Rajan Puri [rajan.purig 
Tuesd ay, August 0 1, 2000 4 :57 AM 

John Sladdon 

Draft Docs for Increasing Basis in Reka / Burgundy 



BamvllePromissotyWoocIglenProfnlssor 
Note,doc yNotB.doc 

Guys 

I attach draft Promissory Notes for your review: 

i) issued by Barnville in favour of Reka; and 

ii) issued by Woodglen in favour of Barnville. 

«BarnvillePromissoryNote.doc» «WoodglenPromissoryNote.doc» 

A couple of things for you to consider: 

i) in the Barnville Note, there is a clause which prevents Bville having to 
settle the Note in favour of Reka BEFORE Bville is credited with the 
proceeds of the Woodglen Note. There is no such offset reference re the 
investment in Reka contained in the Woodglen Note. 

ii) we are awaiting confirmation from the Caymans guys as to: 

a) an acceptable form of documentation to record the Woodglen investment in 
Reka; and 

b) the dating options we have (since I presume the flows will simply be book 
entry, Cayman are likely to be uncomfortable with back-dating entries .. .does 
this cause you a problem?) 

iii) Once you are happy with the drafts, the docs will be cloned for 
Sidehill - Barnville - Burgundy, fo rthe additional basis of $[60mio3. 


Cheers 

Raj 
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From: 

Rajan Puri [rajan.puri@eVBHH| 

Sent: 

Tuesday, August 15, 2000 8:59AM^ 

To: 

'chrish@(MiiV: 'bnanh@^mP 

Cc: 

John Staddon 

Subject: 

FW: Appointment of Woodglen 1, Inc. 

Guys 



= Redacted by the Permanent 

Subcommitteeonjlnwsti^atioi^ 


Roy and I hav just spent approx 30mins on the phone talking through the 
issues re appointment of Woodglen. . .it seems that he was missing one vital 
piece of information when he suggested to you that ECS Ltd appoint^Woodglen 

- ’that iSf’ ECS Ltd suBscribef“sKate''t5“'woocigl^rrI“ln:cr^iT 5 May 

2000, as part of the Woody tranche! 


As a result, we have a problem. . . 

i} Citco {as a director of Reka Ltd) will NOT be party to an attempt to 
back-date the appointment of Woodglen - this has come directly from Nick 
Braham (Citco Global Internal Counsel). 

ii) The appointment of Woodglen as a co-director can be made via ordinary 
resolution by the current shareholders (ie Woodglen Inc, LLC) and ratified 
by the Board of directors {ie Citco), but such ratification can only happen 
real time (ie now) .. .which is no good to you. 

iii) It seems the only compromise Citco would be willing to make on this 
would be a resolution that alluded to the intention of appointing Woodglen 
as a director in early May, which did not happen due to an aditanistrative 
oversight. . .however, this note and the associated appointment could only be 
signed as effective now; therefore, Roy's view is that such a resolution 
would be self-defeating if it was ever subject to review. 

iv) Unfortunately, Citco' s stance also has ramifications for the attempt to 
increase the basis via the capital injection by Woodglen into Reka... Citco 
will not permit the execution of back-dated documents, particularly where 
the documents have such a material Impact on the economics of the structure. 

Finally, Roy mentioned to me that he was surprised that (as disclosed to him 
during your conversations with him) the "other SPY providers in the loM 
would be willing parties to such a back-dating exercise”...! didn’t push him 
on this, and do not know whether he was told the identity of the loM guys, 
but I’m sure that you do not need reminding how sensitive this whole 
exercise is and therefore the need for complete discretion. 


I'm in the office all afternoon if you want to talk through the next steps 

Regards 

Raj 


Original Message 

From; Brian Hanson [mailto:BrianH 
Sent: Thursday, August 10, 2000 6TT2 
To: 'raj puri (euram)’; 'roy cairns (citco)’ 
Cc; Christopher Hirata 

Subject: FW: J^^pointment of Woodglen I, Inc. 
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Woodglen I LLC 
630 Fifth Avenue, Suite 1510 
New York, New York 10111 


C^h'Cohtribution 


$39,960,000 


5 May 2000 


Woodglen I LLC pledges to give to Reka Limited a cash 
contribution in the amount of $39,960,000. This amount is under no 
circumstances to be considered a debt obligation and therefore will not 
be required to be repaid. 


Signed for and on behalf of Woodglen I LLC; 



Sign^nre of Authorized Representative 


Name 

— y C L ^ 

Title ^ 
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Woodglen 1, Inc. 

630 Fifth Avenue, Suite 1510 
New York, New York 10111 


Cash Contribution 


$40,000 5 May 2000 

Woodglen I, Inc. pledges to give to Reka Limited a cash 
contribution in the amount of $40,000. This amount is under no 
circumstances to be considered a debt obligation and therefore will not 
be required to be repaid. 

Signed for and on behalf of Woodglen I, Inc.; 


Representative 



Name 

lie 
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REKALMITEP 

(the "Company") 

WRITTEN RESOLimON OF IHE SOLE DIRECTOR OF THE COMPANY PASSED BY 
UNANIMOUS CONSENT ON MAY5 im20M 


The undersigne d, being the Sole Director of Reka Limited, (the “Ckrmpany'’), herdry 
corsent to the adoption of the Mowing resolutions; 

l^imESSl 

A. On May 5 ^ Woodglen I LLC made a capital contribution of $39,960,000 to the 
Company, and 

B. On i^y S"' Woodglen 1, Inc made a capital contribution to the Company of $40,000 
to the Company; and 

C. The Director wishes to record the capital contributions in the books of the Company 
as diare premium. 

NOW BE IT HEREBY RESOLVED as Mows; 


1. To record the capital contributions of $39,960,000 and $40,000 made by 
Woodglen I LLC and Woodglen L Inc on May S'* 2000 in the books of the 
company as a contribution of to the share premium account. 


Adopted and signed this S'*, day of May 2000. 


^€4 ^ IT 

CTC Corporation Ltcr 



Sole Director 
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Accepted by: 
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$40^ 


PROMISSORY NOTE 

^ .cP 



w 


iay^SjMOO 


FOR VALUE RECEIVED, I.'fac, (fl» "BmnweoN^Bby promfaes to pay 

to the order ofBanmBe limited (die 'jChmpan^.ijy lawful cunenc^ ^ rolM ted States of AnKiicain 
immediaf^ available funds, die piincmal sum ca^.OOO (» May ^ 203 ^m earlier with tte conKot of 
die Ccxnpat^. \ \ / 

Ihe Borrower also jxoQ^ to jayWerest on the unpaid prinia^ldltnouDt of das N(^ m like irasiey fhaii 
the date hereof until paia^><ag_M4.00% cm the basis ^mae^ number ofdays elapsed and a 360 
j^year. V \ 

3 Ncde is not oi^lprsablKglid may CHiIy be sedj#eariywidi the prior writtatcoDseotofbodi parties. 



Accepted by; 

WoodglmiLIm 

By: ^ , ^ 

Name; -T®#/- 
Tide: // 
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BAHNVILLE LIMITED 
USD$40, 000,000 
DEBENTURE 

FOR VALUE RECEIVED, Bamville Limited, (hereinafter called fte "Company") hereby promises to 
pay to the order of Reka Limited ("Reto”) the principal amount of $40,000,000 plus accroed interest on 
May 5, 2035 (fee "Repayment Date") rar earlier upon acceleration in accordance with Article ID, Section 

_3.8JielQw. AH payments of principal shall be made in l awful rncmev of fe e United St ates of America. 

Whenever any amount expressed to be due by fee terms of this Debenture is due on any day which is not 
a business day, the same shall instead be doe on fee next succeeding day which is a business day. As used 
in this Debraiture, fee term "business day" shall mean any day other than a Saturday, Sunday or a day on 
which commercial banks in the city of London, England are authorized or required by law or executive 
order to remain closed. The Repayment Date is subject to extaision pursuant to agreement by both fee 
Company and Reka. The following tenns shall apply to this Debenture: 


ARTICLE I. INTEREST 
The followi ng meth ^jfeall be used in fee calculation of interest: 


1.1 CALCULATION OF INTEREST. The Company also promises to pay interest on the outetanding 
principal of feis Debenture in like money &om fee date hereof at a rate of 4.00% on the basis of fee actual 
numbra of days elapsed and a 360 day year. 


ARTICLE n. EVENTS OF DEFAULT 

If any of fee following events of default (each, an "Event of Default") shall occur: 

2.1 FAILURE TO PAY PRINCIPAL. The Company foils to pay fee principal hereof whra due, whefeer 
at maturity, upon accelmtion or otherwise; 

2.2 BREACH OF REPRESENTATIONS AND WARRANTIES. Any representation or warranty of the 
Company made herein or in any agreement, statement or certificate givoi in writing pursuant hereto or in 
connecticm herewife shall be false or misleading in any material respect when made and the bteadr of 
which has (or with fee passage of time will have) a material adverse effect on fee rights of Reka wife 
respect to feis Debenture and such effect substantially diminishes the value of Reka's investment in fee 
Cranpany; 


2.3 RECEIVER OR TRUSTEE. The Company shall make an assigrunent fw fee boiefit of creditors, or 
apply for or consent to fee appointment of a receiver or trustee for it or for a substantial part of its 
property or business, or such a receiveror trustee shall otherwise be appomted; 

2.4 JUDGMENTS. Any mon^ Judgment, writ or similar process shall be eatraed or filed a^inst the 
Company or any of its property or other assets for more than $500,000, and shall remain unvacated, 
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unbonded or unstayed for a period of twaity (20) days unless otherwise consented to by Reka, which 
consent will not be unreasonably withheld; 

2.5 BANKRUPTCY. Bankruptcy, insolveney, reorganization or liquidation proceedings or otha: 
proceedings for relief under any banknqrtcy law or any law for the relief of debtors shall be instituted by 
or agmnst flie Coitqjany. 

Then, upcm the occurrence and during ttie continuation ofanyEvatt of Defeult specified in Section 2.1, 
2.2, or 2.4, at the cation of Rdca, and upon the occurrence of an Event of Defeult ^lecified in Section 2.3 
or 2.5, this Debraiture shall become immediately due and payable and the Conqrany shall pay to Reka, in 
f ull satisfactio n of its o bligations here under, an amount equal to the flten outstanding principal amount of 
this Debenture phis accaueJinteSFfthelSJanlt Amount); 


ARTlCUEin. MISCELLANEOUS 

3.1 FAILURE OR INDULGENCE NOT WAIVER. No failure or delay on the part of Reka in flie 

exacise of any power, ri^ or privilege here under shall operate as a waiva- fliere nor shall any single 

or partial exercise of any such power, right or privilege ;»eclode other or furtiiCT exercise fliere of or of 
any other ri^t, power or privileges. All rights and remedies existing here under are cumulative to and not 
exclusive o^ any ri^ts or remedies oflierwise available. 

3.2 NOTICES. Any notice herein required or permitted to be given shall be in writing and may be 
porsonally served or delivered by couria or sent by post and diall be deemed to have been given upon 
recent if personally served (which shall include telephone line facsimile transmission) or sent by courier 
or seven (7) days afta being d^iosited in flie post, certified, wifh postage pre-paid and prcpeily 
addressed, ifsentby mail. For flie purposes hereof flieadd^s of Reka shall be as shown on the records 
of Refa^ and flie address of flie Company shall be Bamville Limited, 19 Mount Havelock, Douglas, Isle 
of Man, IMl 2QI. Bofli Reka and the Company may change flie address for service by service of written 
notice to flie other as herein provided. 

33 AMENDMENTS. This Debenture and any provision hereof may only be amended by an insttument in 
writing signed by flie Conrpany and Reka. The term "Debenture" and all reference thereto, as used 
tfaronghoat this instrument, shall mean Biis as originally executed, or if later amended or siqplemented, 
then as so amended or siqplomented. 

3.4 ASSIGNABILITY. This Debenture ^11 be solely binding \spoa the Company and shall inure solely 
to the benefit of R^ca. This d^ienture shall not be assigned oc transferred in whole or in part 
assigned by Reka to one of its affiliates. 

3.5 COST OF COIXECnON. If default is made in the payment of this Debmture, the Company shall 

pay hereof costs of collectiott, induding reasonable attorneys’ fees. 

3.6 GOVERNING LAW. This Debeirture shall be governed by and constroed in accordance wifli the laws 
ofthelsleofMan. 

3.7 FORCE MAIEURE. If flie performance of the obligations under fliis Debenture by any party is 
prevented, restricted, or interfered wdfli by reason of war, revolution, civil commotion, acts of public 
enemies, blockade, ranbatgo, strikes, and any other similar and unforeseeable acts which are beycmd the 
reasonable control of flie party affected, that flie parties so affected shall, iqwn giving prior written notice 
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to fee ofeer parties, be excused from such performance to fee extent of sudh prevention, restriction, or 
interference, provided that fee party so affected shall use its best efforts to avoid or remove such causes of 
nonperformance, and feall continue perfOToiance hereunder with fee utmost dispatch whenever such 
causes are removed. Upcm such circnmstances arising, fee parties shall meet foAwife to discus what fif 
any) modification may be requfred to flie terms of tins Debrature, in order to arrive at an equitable 
solution. 

3.8 EAKLY TERMINATION. Hifr Deboiture carmot be repaid nor recalled prior to the Repaymeirt Date 
without the written coosent of bofe parties. 
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IN MAHNO A DEOSION TO INVEST IN THE DEBENTURE, REKA LIMTIED MUST RELY ON ITS 
OWN EXAMINATION OF THE ENTITY CREATING THE SECURITIES AND THE TERAB OF THE 
SECURITIES, INCLUDING THE MERIIS AND SIGNIFICANT RISKS INVOLVED. THE 
DBBHOTURB OFFERED HERffiY HAS NOT BEEN RECOMMENDH) BY ANY FEDERAL OR 
STATE SECURITIES COMMISSION OR REGULATORY AUTHORITY. ANY REPRESENTATION 
TO THE CONTRARY IS A CRIMINAL OFFENSE THE DEBENTURE OFFERED HEREIN HAS NOT 
BEE4 OR WILL NOT BE REGISTERED UNDER THE UNTIED STATES SECURITIBS ACT OF 1 993 
(AS AMENDED). BARNVEIE LIMITED HAS NOT BEEN REGISTERED AS AN INVESTMENT 
CC®dEANYl!NIIERJHlUNTT®STATES INVESTMENT COMPANY ACT OF 1940 (AS 
AMH4DED). 

THE DEBENTURE IS SUITABLE FOR SOPHISTICATED INVESTORS WHO FULLY UNDERSTAND 
AND ARE WILLING TO ASSUME THE RISKS INVOLVED IN THE INVESTMENT PROGRAM OF 
THE COMPANY WHICH MAY INCLUDE A COMPLETE LOSS OF THEIR INVESTMENT, WHO DO 
NOT REQUIRE IMMEDIATE LIQUIDirY FOR THEIR INVESTMmiT, AND FOR WHOM AN 
INVESTMENT IN THE CCM4PANY DOES NOT CONSHTOTE A COMPLETE INVESTMENT 
PROGRAM 

NO PERSON, FIRM OR CORPORATION, OTHER THAN THE BOARD OF DIRECTORS, OR 
ADMINISTRATOR OF THE COMPANY, HAS BEEN AUTHORIZED TO GIVE ANY INFORMATION 
OR MAKE ANY REPRESmiATTON OTHHl THAN TO DELIVER THE COMPANY’S 
MEMORANDUM OF ASSOCIATION AND THE COMPANY’S ARTICLES OF ASSOCIATION. IF 
MADE, ANY SUCH REPRESENTATION MUST NOT BE REUED UPON. 
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IN WITNESS WHEREOF, flie Cc8q»i^ has caused this Debaflure to be ^ed in its name by its duly 
au&otized lepresentative tto 10“ day ofM^, 2000. 


Signed for and 



of BamvOle limited: 


’ 


Signature of Auflioiized Rqiiesentative 

U L 

Name 




m / 


Signed for and on behalf of Reka limited: 


Signature of Audiorized Represaitative 


Name 


Tide 


S 
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IN WITNESS WHEREOF, the Company has caused fliis Debentaie to be signed in its name by its duly 
authorized representative this S* day of May, 2000. 


Signed for and on behalf of Bamville limited: 


Signature of Authorized Rqyresentative 


Name 


Title 
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= Redacted by the Permanent 
SubcoTTHTOttee on Investigations 


From: ChiistO|:rfier HIrata 

Sent: Thursday, September 21 . 2000 8:30 PM 

To: Brian Hanson 

Subject: RE; Directorehip Confirmation 


Pertiaps it would be appropriate for them to have a copy of the note to the frie regarding the contribution to the SPVs by 
WG/SH. However, they would not have any business reason for having the BamvHle note. Talk It through with them... 

— Ordinal Messj^e — 

From: Brian Hansn^ 

Sent: Thursday. Septenrtier 21 , 2000 9:22 AM 

TR 

Subject: FW: EXrecta^ip CwiRrmalton 

OK - so they’re looking for signed copies of the promissory notes and Initialed copies of the file notes before they will 
sign the debenture. First, do you think this is really necessary and second, have vte even gotten Joel to a ixiint 
where he Is comfoitat^e enough with the issue to be willing to sign them? Let me know you ttioughts on providing 
them with signed copies and where we stand with Joel. 

Thanks, 

Brian 


— 'Original Menage — 

From: Gillespie, Slobhan CAY rmamorSGiHesoia 

fnriaitto:SGiHesDie( JJU|^J|P 
Sent: Thursday, September 21 . 2000 6:38 AM 

To: ‘Brian Hanson’ 

Subject: RE; Directorship Confirmation 
Dear Brian, 


To enable us to get the debenture signed off would you please provide us with signed copies of the 
documents, copies of which were emailed to Roy on September 1«(the file notes should at least be initialled). 
Thanks, 


Nicola Giliespie 
— Original Message — 


From: Brian Hanson rmailto:Bria nH<i^MBBB^<mail to:rmailto:Brian 

Sent: Monday. September 18, 2000 1o!39 Am 

To: ‘Gillespie, Siobhan CAY' 

Subje^: RE: Directorship Confirmation 


Nicola. 

Yes, please send me anything related to the directorship appointment Including the certified true copy of the 
resolution and the updated register of directors. Also, please keep me up to date with the signing of the 
debenture. 

Thanks, 

Brian 


— Original Message — 

^ ^ Fron^^^^^^iobhan CAY 

Sent; Friday. September 15. 2000 6:40 AM 
To: ‘Brian Hanson’ 

Permanent Subcommittee on Investieations I 
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Subject: 


RE: Directorship Confirmation 


____ = Redacted by the Permanent 
i Subcommittee on Investigations 


Dear Brian, 

Woodglen 1 was appointed as a director of the Company on August 29"’ 2000. 

Do you need me to fax you a certified taie copy of the 

resolution and the 

updated register of directors? 

I am still awaiting Bas' response regarding the signing of the debenture. 
Regards. 

Nicola 


■Original Message — 


From; Brian Hanson fmailto:BrianHi 


To: 'Gillespie, Siobhan CAT 

Subject RE; Directorship Confirmation 


i1 <mailto:fmailto:BrianH(e 


No. In the end we just did it according to the current 
directors as of the 
current date. 

— Original Message — 

^From: Gillespie, Siobhan CAY 
[mailto:SGillesDie@ ^J[|p 1 <mailto:rmailto:SGillesDiei^ [MW||^ 

Sent Thursday, September iTT^OO^ISffPM 
To: 'Brian Hanson’ 

Subject: RE: Directorship 

Confirmation 

Wasn’t this appointment to have been made by the shareholder? 

— Original Message — 

FronKBilM Hanson fmailtorBrianHrU Mj^^f cmailtn; 
fmailto:BrianHM JBJB|^!> — — — 

Snt Thursday, September 14. 2000 5:26 PM 

T o: 'Gillespie, Siobhan CAT 

Subject RE: Directorship Confirmation 


Don't forget about the co-director stuff. 

Thanks, 

Brian 


— Original Message — 


CAY 

ImailtorSGIIIespier^ 
14, 2000 3:05 PM 


From: Gillespie, Siobhan 


I <mailto:fmaillo:SGillesDl& 

Sent Thursday, Septemb 


To: ’Brian Hanson’ 

Subject: RE: 

Directorship 

Confirmation 


Hi Brian, 


I believe that the debenture 


z 
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is with Bas in = Redacted by the Permanent 

the BVl - he is S ubcommittee on Investigatinn .! 

out of the — — — — 

office today so I will check with him tomorrow and revert to you then. 

With kind regards. 


Nicola Gillespie 


-Original Message — 


|mailto:Bi1anHfl 

14,2000 4:39 PM 


ConfirmatiOiT 


From : Brian H anson 
<mailto:fmaillo:BrianH(^ Bfc>nl> 

Sent: ihuranay, September 

To: '5gillespie@t||||^Hk 

Subject: FW: Directorship 


Can you please look into 
this in Roy’s 
absence. My email to 
him was 

returned with an out of office notifier. 
Brian 


Thanks, 


— Original Message — 
From: 

Brian Hanson 
Sent: 

Thursday, September 
14,2000 2:38 PM 


Cairns (citco)’ 

Directorship 

Confirmation 

I still have 
not received 
copies of the 
confirmation of 
appointment of Woodglen I, 
Inc. as 

co-director of Reka 
Limited. In 

addition, we are waiting 
still waiting on 
signed copies of 
the debenture 

document. Please email me 

back and let me 

know when you 

intend to send them 

to us. We need to wrap up 

these last few 

outstanding 

documents as soon as 

possibie. 


To: ’Roy 

Subject: 
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= Redacted by the Permanent 
_Subconmnttee_onIn^ 


From: Christopher Hirata 

Sent; Wednesday. September 27, 2000 4:20 PM 

To: Brian Hanson 

Subject: RE; Latman 


Cool. 

Ori^nal Message — 

From: Bften Hanson 

WednesdayrS8pterober-27.raX)0-2;iaaM 
To: Cbnstopher HraUi 

Sut^t: RE: Latman 

They're printing as we speak 


— Original Message — 

From: Christopher Hirata 

Sent: Wednesday, September 27. 2000 2:17 PM 

To: Brian Hanson 
Subject; Latman 

Please bring copies of the Promissory Note/Nole to FHe/Debenture for RJWIV an^^lb Chuck ASAP. Thx. 


t 
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TERMINATION AGREEMENT 

THIS AGREEMENT is made on November 30* 2000 

BETWEEN: 

(1) Woodglen I LLC whose registered office is 630 5th Avenue, Suite 15 10, New York, 
NYlOl 11 (“Woodglen I LLC): 

(2) Woodglen I, Inc. whose registered office is 630 5th Avenue, Suite 1510, New York, 
NYlOl 11 CWoodglen I, Inc.” and together with Woodglen I LLC, the “Woodglen 
EffiBerT; 

(3) Bamville Limited whose registered office is at 19 Mount Havelock, Elouglas, Isle of 
Man (‘3amville"); and 

(4) Reka Limited whose registered office is at West Bay Road, P.O. Box 31106 Grand 
Cayman, Cayman Islands (“Reka”). 

WHEREAS: 

(A) Reka purchased a $40,000,000 debenture fiom Bamville under an agreement dated 5 
May 2000 (the ‘Bamville Debenture”). 

(B) BaniviUe lent $39,960,000 to Woodglen I LLC on 5 May 2000 in exchange for a 
promissory note (the “Woodglen I LLC Promissory Nc*e"). 

(C) Bamville lent $40,000 to Woodglen I, Inc. on 5 May 2000 in exchange for a promissory 
note (the “Woodglen I, hic. Promissory Note”). 

(D) Woodglen I LLC made a capital contribution of $39,960,000 to Reka under a letter dated 
5 May 2000 (the “Woodglen I LLC Capital Contribution”) such sum being held by Reka 
on its share premium account 

(E) Woodglen I, Inc. made a capital contribution of $40,000 to Reka under a lette dated 5 
May MOO (the “Woodglen I, Inc. Capital Contribution”) such sum being held by Reka on 
its share premium account 

(F) Reka wishes to assign its rights under the Bamville Debenture as a distribution in specie 
to Woodglen I LLC and Woodglen I, Inc. and Bamville consents to such assignment and 
distribution. 

(G) Woodglen I LLC wishes to redeem the Woodglen I LLC Promissory Note and Bamville 
consents to such an early redengttion. 

(H) Woodglen I, Inc. wishes to redeem the Woodglen I, Inc. Promissory Note and BamviUe 
consents to such an early redemption. 

(I) Following the assignment to them, each of the Woodglen Entities wishes to redeem the 
Bamville Debenture. 

(J) The Woodglen Entities and BamviUe have agreed to set-off the reden^tions of tire 
Capital Instmments as set out in this Agreement 
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NOW IT IS HEREBY AGREED AS FOLLOWS: 

1. Interpretation 

Ri this Agreement, unless the context otherwise requires, the following words and 
expressions wll have the meanings set opposite them: 

“Capital Instruments” means collectively, the Bamville Debenture, Woodglen I LLC 
Pranassory Note, Woodglen I, Inc. Promissory Note, Woodglen I LLC Capital Contribution 
and the Woodglen I, fcc. Capital Contribution and each being a “Capital hastrument", 

* ^ttlemen t Amount” means, wit h respect to t he red em ption of a Capital Instrument, the 
principal amount repayable under that Capital Instrument together with any interest accrued 
thereon. 

“Settlement Date” nffians 30 November 2000. 


2 . Assignment of Barnville Debenture 

By way of full distribution of the Woodglen I LLC Capital Contribution and the 
Woodglen I, Inc. Capital Contribution, Reka shall assign on the Settlement Date all 
of its rights, title, interest and benefit in and to the Bamville Debenture as a 
distribution in specie to each of Woodglen I LLC and Woodglen L Inc. in the camp 
proportion as their respective capital contributions in Reka, and Bamville hereby 
consents to such assignment. 

3. Redemption of Capital Instruments 

3.1 In final redeiqption of the Woodglen I LLC Promissory Note, Woodglen I LLC shall 
be obliged to pay the Settlement Amount to Bamville on ttie Settlement Date and 
Bamville hereby consents to such prepayment. 

3.2 In final redemption of the Woodglen L Ihc. Promissory Note, Woodglen L Ihc. shall 
be obliged to pay the Settlement Amount to Bamville on the SettlenMit Date and 
Bamville hereby consents to such prepayment 

3.3 Imnsdiately following the assignment of the Bamville Debenture in accordance with 
clause 2 above and in final redenq)tion of that instrunrent, Bamville shall be obliged 
on the Settlement Date to pay to the Woodglen Entities the Settlement Amount for 
the Bamville Debenture in proportions matching their respective entitlements, and 
each of the Woodglen Entities hereby consents to such prepayment. 

4 Set-off 

The Woodmen Entities and Bamville each agree to set off the mutual payn^nt 
obli^tions arising under clause 3 above in full and final satisfaction thereof and in 
termination of the Capital Ihstniments. 
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Warranty 

Each ^rly warrants to the otters that (i) it has power to execute, deliver and perform fok 
Agreranect ami has taken all necessary action to andiorise sudi execution, deltvety and 
prafotmance and (ii) fois Agreonent constitiites its legal, valid aikl binding ob%^on5, 
oiforceable in accordance with its terms (subject to applicable bankruptcy, insolvency, 
moiatoiiiim or other laws affecting creditors’ rights gaiety ffom time to tiuK in effort). 

4. Counterparts 

Hiis Agreemrait may be executed in any inmiber of counterparts, radr of whirfo when 
etKcuted and deliver^ shall be an original, but all the counterparts shall constitute one and 
the same instrument. 

5. Governing Law and Jurisdicdoa 

This Agieemrait will be governed by and construed in accordance with die lavra of foe Isle 
of Man. 


AS WITNESS this Agreement has been entered into by duly authorised representatrvH of eadi 
of die patties hereto on the date first written above. 

For and cm behalf of 
WoodglenlLLC 


Name: 

Tide; 

Vex and on behalf of 
Woodglen 1, Inc. 


Name: 

Tide: 

For and on behalf of 
Bami^ Limited 


Name: 

Tide: 


Fw and on behalf of 
R^a Limited 
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5. Wamui^ 

Eadi Patty waaiaats to flw oSioa ttot 0 it ias power lo exeeolB. dt^iVBtaftdpeiftni 
tois Asnoueot and has tokm all aeoessaiy aotiiMi to aribense sudt toOBOtoics^ 
dcVveiy and petfimsace and 0) this Apa c toant coustitutes ils ■'VB&d asd 
Madiag ohlifniioDS, eofiiRse^ ia a ccorfaa ce wiSi its trans (sabjeet to a^teldo 
laoknvh?. Tnsotoraityr mttatoiiam or oSter laws affedbg ooffitecf 
geoetally fismtime to tee in effixt). . 


& Conoteipiits 

I]dsApeemia>tm9bec3ceeutedmaiqrmii)iberofeinotepatlB,eacbafwtieh«tiisa 
exseatod and deiliveied shaSheiniarigiBal, bntall 6tis counttipaits sha^ eoBstitiitB 
DisaadtesmaeiastiumeQt 

7. CorerBiaelawaBdJBrisdietiaB 

3!liis Agteemest wiS t» ginmiedhy and consinied in aeeotdaace wi& SiO laws of 
teMeofMan. 


^ WnKESS dais AgcBcansst has heea entered iatolv dldy antedsed reFresentniises of 
itotdi of te potties hereto (SI te date first wiitten above. 

Par and on txhalf of 
Wood^uiXIXC 


Matne: 

■Mr. 



Pot and ao hehatf^ 

WftfaiT S fWgt i i^ 


Iteo: 

■Me: 
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Warranty 

Each Parly warrants to the others that (i) it has power to execute, deliver and 
perfcnm this Agreement and has taken necessary action to audiorise such 
execution, deliveiy and performance and (iQ this Agreement constitutes its legal, 
valid and binding obligations, enforceable in accordance with its terms (sulyect to 
applicable bankruptcy, insolvency, moratorium or otiier laws affecting creditors’ 
ri^ts generally from time to time in effect). 

4. Counterparts 

This Agreement may EB~executed in any number of counterparts, each of which whem 
mcecuted and delivered shall be an original, but all the counterparts shall constitute 
one md the same instrument 

5. Governing Law and Jurisdiction 

This Agreement will be governed by and construed in accordance witii the laws of the 
Isle of Man. 


AS 'WITNESS this Agreement has been entered into by duly authorised representatives of 
each of the parties hereto on the date first written above. 


For and <m behalf of 
WoodsKnJ^LC 




For and on behalf of 
Barnville Limited 


Kame: 

Title: 

For and on behalf of 
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From: Lany Scheinfeld 

Sent: October 13,2000 09:28 " 

To: Andrew J Robbins by the Permanent 

Subject* FW' POINT Subcommittee on Investigations 


Original Message 

From; John Staddon f mailto: iohn.staddQiii| | 

Sent: Friday, October 13, 2000 5:54 AM 
To; Chuck Wilk 

Cc; Norm Bontje; Jeff Greenstein; Larry Scheinfeld 
Sulgecl; RE; POINT 


L^ihmrabeordiK: 

The reason for the Bamville promissory note in the firet jdace js because 
imder the terms of the novation agreement (whereby Bamville contributed the 
stock portfolio to Reka), Reka took on the ca^ collateral obligation under 
the stock loans to Jackstones to the extent of the market value of the stock 
at the date of novation (approx $]03mio). The promissory note given by 
Bamville effectively compensates Reka for taking on this obligation without 
receiving a transfer of ca^ collateral upon novation. 

This promissory note is still outstanding because the purchase price due 
from Woodglen to R^a is still being deferred. 

If we were to transfer the prcxnissoiy note to a third party issuer and 
canc^ the Bamville note (and we need to think as an objective entjuiiy why 
a third party would issue such a note), then we of course lose the direct 
set-off between the deferred consideration and the promissory note 
repaymenet obligation. Is this a problem? Wei! it might be if you were 
the third party and Reka came to enforce the promissory note evCT though it 
had defaulted on the deferred consideration. If we can eliminate this ri^ 
then 1 think we should be ok. One way of ensuring this is to have language 
in the promissory note which states that Reka can not redeem the note unless 
and until and only to the extent that Reka had repaid the deferred 
consideration. I don’t know however whether this still gives us a 
circularity issue. 

The othCT approach that I have been toying with is for the promissory note 
issuer to be a thinly capitalised spv such that in practice (though not 
evident cm the face of the docum«its) it would never have any pic^sect of 
satisfying any demand for redemption unless and until Bamville was put "in 
funds" bj' the payment of the deferred consideration 1^ Woodglen and 
Bamville then puts the spv in funds by coming good on its promissesy note. 

To avoid the need for funds to actually move (though this would be possible) 
this process of putting in funds could be effected simultaneously under a 
three-way arrangement agreed to by the parties at that point 

In terms of how the promissory' note would look like, this would appear 
rcgualr and would m^e no reference to fee Woodgl«i/Barovillc indebtedrress. 

We could make the maturity of the note as the 2035 date to coincide with the 
deferred consideration backstop date or have it open-ended and just relv on 
the reality that any attempt lu make an earlier redemplicai would be 
defaulted upon, 

I PSI-QUEL25006 




2410 


Finally, and coming back to the issue as to why a third party would be 
prepared to step in as suggested, we have two choices I diink. Tte is 
to have the Bamville note transferred to the third par^' in ccrnddeiatitm 
of Bamville issuing to the third party a back-to-badc note. I sospect that 
this step would be very susceptible to being disregardai. The other 
approach is to disregard the Bamville note altogether and treat it as never 
having been executed and "arraEge” for the thrid party note to be executed 
as o&the date of novation. I would obviously prefCT n(M to go down this 
route, but unless you can think of any other credible reason foe re-juggling 
the obligations, then I guess we need to think about this. 

Let me know how you want to approach this and whether any of the above makes 
sense. 

Cheers! 

John 


= Redact^ by the Permanent 
Subcommittee on Investigations 


Original Message 

From: Chuck Wilk l mailto:cwi!k fj 
Sent: 12 October 2000 22:18 
To: 'John Staddon' 

Cc: Norm Bontje; Jeff Greenstein; Larry Scheinfeld 
Subject; POINT 


John, 

In regards to the triangular loans (i.e. loan from Bamville to Wood^enn/ 
contribution by Woodglenn to Rekka/ purchase by Rekka of debt security from 
Bamville) is it possible for Rekka to purchase debt security from Euram (or 
an affiliate)? Ira Axelrod does not like the circular nature of the current 
structure (and I don't blame him) and wants a proposal that Cravalh accepts 
that will make him more comfortable with the basis and at risk rules (IRC 
465). If Euram issues the debt security the next request will probably be 
that the issuer use a SPV so that there is no chance that Euram defaults on 
the security but Bamville continues to enforce their note obligation 
against Woodglenn. 

Any thoughts?? 

Thanks, 

Chuck 
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Reka Limited and Reka I LLC 

Woodgkn I LLC Journal Entries ns of 22/3J/DO 


Investment in Reka Limited 
Notes Payable - Barnville 

To record acquisllion of interest in Reka Limlled 


103,838^10 

103,838,510 


Investment-in-Refca Limited 3,377,902 

Cash 2377,902 

To nreord cash contrilnition to allow collar pureltaso 


Payment to Barnville Limited 

3,466,248 


Cash 


3,466,248 

To forord cash paywenl for prepaid intercsl and f«*s 

Fees 

PPD Interest 


1,448,550 

2,017,698 

Investment in Reka Limited 

720,184 


Cash 


720,184 

To record cash contribution to allow strike on collar tube reset to 110% 


Investment in Reka Limited 

19,980,000 


Cash 


19,980,000 

To record additionid capital contribution related toinveshnent in Reka LLC 


Investment in Reka Limited 

Equity 

To nwrk invrstnuvit to nwkH at year rod 

730,805 

730,805 

Interest Expense 

2,076,770 


Interest Payable - Barnville 


2,076,770 


To record interest payable on Bnmvillenoie 


Confidential 


Permanent Subcommittee on Investigations I 
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Reka Limited and Reka 1 LLC 

Woodglcn 1, Inc. Journal Entries as ofl2/3W0 


Investment in Reka Limited 



Td ivconi ttcqubhion of interest in Reka Limited 


103,942 


m942 


Investment in Reka Limited 
Cash 

1*0 record cash conlrilHition to allow collar purdutsc 


2380 


2380 


Payment to Bamville Limited 

3,470 


Cash 

To recoid cash payment for prepaid interest and fees 


3,470 


Fees 

PPD Interest 


1,450 

2,020 

Investment in Reka Limited 

721 


Cash 


721 

To recoid cash contribution tu allow strike on collar to be reset to 310% 


Investment in Reka Limited 

20,000 


Cash 


20,000 

To record additional capita! contributiw related to investment in Reka LLC 


Investment in Reka Limited 

732 


Equity 

To tnaik investment in Reka Limited to maricet at year end 


732 

InvKtment in Reka I LLC 

111,615 


Equity 

To re«>rd initial capital contribution 


111,615 

Investment in Reka 1 LLC 

732 


Equity 

To maik inve^ment in Reka LLC to market at year end 


732 

Interest Expense 

2,079 


Interest Payable - Bamville 

To record interest payable on Bamviiie note 


2,079 


Confidential 
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Brian Hanson 

Brian Hanson 

Wednesday, March 13, 2002 12:34 PM 
'anussbaum® 

Andrew Robbins 
Reka 


Amanda, 

Puissant to your reipiest of Andy Robbins, I am attadiing the following narrative related to Mr. Johnson's investment in 
Reka Umited/I LLC. 

In addition, here is a synopsis of the trade profitability: 

Woodglen (refers to both Woodglen entities) purchased Reka for $105302,452 which Included a $1,450300 purdiase 
premium (foe fee diargcd by Euram for facilitating foe creation of Reka and the issuance of the long dated warrant etc.). 
Woodglen then put a collar around foe securities foe created a net debit of $3,101,187 consisting of foe purchase of a put 
for $15321,117 and sale of a call for $12319,930. The collar was closed out 31 days later by paying $2396,167 consisting of 
foe purchase of the call for$14351,943 and foe sale of foe put for $11355376. The portfolio was liquidated for 
$112376343 generating a profit of $8333391. The investment advisory fees associated with Quellos were paid separately 
by RWJIV pursuant to an investment advisory agreement spanning a 24 month period foat requires the payment of 
$120,000 per month. There was an additional $20,000 that was paid by Reka. Using these figures one could argue foat 
Reka generated a net profit of $2,636,437 over the 31 day period not accounting for foe fees of $1,450JKK) and foe 
$2,900,000. 

If you have any questions regarding either document, please feel free to contact eifoer Andy or myself. 1 can be reached 
directly at (206) 6135732 and Andy can be reached at (212) 6095185. 


Redacted by fee Peraianent 
Subcommittee on Investigations 


From: 

Sent: 

To: 

Co: 

Subject; 



Rrmsirawfly 


Regards, 

Brian Hanson 

Qudlos Custom Strategies, LLC 

Phone:(206)613-6700 

Fax:(206)613-6713 


This message and any attachments may contain confidential information and is intended only for the 
individual or individuals named. All electronic mail sent to or from this address will be received by 
Quellos Group, LLC or an affiliate's electronic mail system and is subject to retention and review by 
someone other than the party to whom such mail was addressed. If you are not a named addressee 
you should not disseminate, distribute or copy this electronic mail. Please notify the sender 
immediately by electronic mail if you have received this electronic mail by mistake and delete this 
electronic mail from your system. Electronic mail transmission cannot be guaranteed to be secure or 
error-free, and may arrive later than intended, be intercepted, corrupted, or contain viruses. The 
sender therefore does not accept liability for any errors or omissions in the contents of this message 
which arise as a result of defects due to transmission. This message is provided for informational 


Permanent Subcommittee on lovestigations I 
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FrtMn: 

Brian Hanson 

Sent: 

CMSober 25,2001 16:49 

To: 

Andr^ J Robbins 

Subject^ 

Cot^tt, etc... 

Andy. 



» Redacted by the Permanent 
_Subcommittee on Investigations 


I want to walk you through the prontabitity model that I've built for Cot»}i. It >^!! help us get a good feel for \^^at to talk to 
John Barrie about. Hopefully we can get him on the fine this afternoon so we can get him comfortable with everything 
before speaiung with Rick Bmstein. 

It's in ji/oistom slfategies/dient^|||||^|icobalt/prelim analyses/cobalt profitability dj^amic 1 0-22-^l 
I also think i have a better answer to the journal entry dilemma. Let's try this: 


Total ppd fees and interest & collar ctrb. * 
Total call ^read paid by BV * 

Euram fee = 

Net 


$5,850,000 
($4,400,000) 
f$1.4S0.000\ 
$ 0 


Here's how to break down Woodglens' $5,850,000: 

investment in Reka Ltd for pairchase of collar. $2,380,282 
Cash payment to BV for fees and Interest: $3,469.71 B 


AddntI 2% Q fee paid in form of advisory agmt w/RWJ for $2.9. 
rtt start to do the same thing for the Sidehilis. 

Call me when you get out of your meeting x6732. 

Brian 


i Permanent SubcomiiMttee on Investigations 
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QUELLOS 
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Q 


QUADRA FTNANCIAt GROW, LP. 
RELATIONSHIF AGREEMENT 


IWs ReiaHonshlp Agreement (the "Agreement") is entered into on thislst_ 
(Jay of Jm-y , 2000, by and between Robert W. Johnson, IV (the "Ofenf"), 

and Quadra Financial Group, LJ’., a Delaware limited partnei^p 


h consideration of the mutual agreements herein contained. Client and Quadra agree as 
follows; 


1. Rriarinnship With Quadra. The purpose of diis Agreematt is to establish 
a broad-based relationship between Client and Quadra that provides Client access to 
Quadra and its affiliated entities (each a “Member" of the "Quadra Group") and general 
consulting relating to investments, asset allocatian, risk management, financial, estate 
and tax planning and other services. When file services requested entail the provision 
of investment advice or tax consulting, such advice will be provided pursuant to 
paragraph 2 or paragraph 3 below, as appropriate. In the event Client requests my 
Member of the Quadra Group to provide investment advice wifii respect to qieciflc 
portfolios or assets, execute recommended transactions or investments or similar 
dedicated services. Client and the appropriate Member of file Quadra Grmqi ^all enter 
into a separate agreement describing the scope of such services and the associated fees. 


Z Inve-stonent Advisors . Consulting services relating to general investment 
advice will be provided by Quadra Capital Management, U*. ("QCM"), an investment 
adviser registered under the Investment Adviser's Act of 1940, as amended (the "Act"). 
Consulting services for rovestment advice which includes consideration of tax strategies 
or consequences will be provided by Quadra Custom Strategies, LLC ("QCS"), an 
investmmt adviser registered under the Act. For the purpose of providing investment 
advice, QCM or QCS, as applicable, shall be deemed a party to this Agreement. 

3. Tax Consulting . Tax consulting will be provided by Quadra Associates, 
Lie ("QA"), and for purposes of providing such sendc^, QA shjfil be deemed a party 
to this Agreement. The scope of fiie services provided pursuant to this Agreement dial! 
not in any dicumstance be deemed to include ttie provision by any Member of the 
Quadra Group to fiw CHent of any federal, state or local tax advice which could be 
viewed as the provision of legal advice and Client hereby confinns that Client will not 
rely upon any Member of the Quadra Group to provide such advice witti respect to any 
transaction or investment discaissed between Client and any Member of ftie Quadra 
Group if Client determines to undertake such transaction or tnake such inv^tment 

4. Fees. The compensation of Quadra for its services rendered hereunder 
diallbe calculated and paid in accordance with Exhibit A. 

5. Services to Other Clients. The Client understands and agrees that fiie 
various Mfembeis of fiie Quadra Group perform a variety of services, indhiding 
investment advisory and investment management services, finanrial estate and tax 


RelatiCHi^p Agreement 


Quadra Financial Group, IP. 


I Permanent Subcommittee on Investigations 
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Group may give advice and lake action in tihe perfoimatrce of dieir duties wife respect 
to any of ^ii ofeer clients, which may differ or be the same as advice given to Client. 
NotWng in feis Agreement shall be deemed to impose upon any Member of fee Quadra 
Group any obligation to recommend for purchase or sale any security or other property 
which such Member, Its prindpais, affiliates, agents or employees may purchase or sell 
for its own accotmts or for the accounts, of any ofeer.^dianls tor to protdde Client : 
consulting services, recommendations or other advice that may be provided to other 
clients. 


6- Certain Conflicts of Interest. Counterparties of transactions 
recommended to Client Members of fee Quadra Group may include counterparties, 
for which Members of fee Quadra Group or their partners, members, shareholders or 
affiliates (i) have ownersh^ or ofeer financial interests (i.e., Pali Capital and European 
American Investment Baife); or (11) have business relatronships, induding but not 
limited to lending, depository, risk management, investment advisory, security 
dbtrfeution or banking relationdiips (ito.. Bank of America and UBS AG and feeir 
affiliates and other financial institutions wife which Quadra may do business in fee 
futee). These relationship may result in conflicts of interest as between Quadra and 
Client. Client understands and agrees to these relationships. 

7. Liability- No Member of fee Quadra Croup nor any Member's officem, 
directors, members, employees, or agents shall be liable for any action taken by lb 
omitted or suffered to be taken by it in its reasonable judgement, in good ^fe and 
believed by it to be authorized or wlfeln fee discretion or rights or powers corrferred 
upon it by feis Agreement, or in acrordance wife (or In fee absetKe of) specific 
directions or instructions from fee Client or Client's representative; provided, however, 
feat such acts or omissions shall not have resulted from such Member's wilful 
miscottduct, bad faith or gross ne^gence in its actions taken uitder feis Agreement or 
breach of its duties or obligations hereunder. As it relates to Investment advice, 
notwithstanding fee foregoing, nothing herein shall in any way constitute a waiver or 
limitation of any rights feat Client may have under federal securities laws. 

The Client shall indemnify each Member of the ^adra Group and fee 
members, partners, affiliates, employees, representatives, and agents of such Member 
(each an "Indemnified Person") against any and all losses, claims, damages or liahi1iKt»<i, 
Joint or several, including, wifeout limitation, reasonable attorney's fees and 
disbuisanents, resulting in any way from the performance or non-peifonnautce of fee 
duties of any Member of fee Quadra Group hereunder, except feose resulting from 
gross n^ligence, ivillAil malfeasance or violaHon of applicable law in fee performance 
of such Member's obligations and duties, and, in the case of criminal proceedings, 
unless such Indemnified Person had reasonable cause to believe Its actions unlawful. 

8- Xgmdnation- This Agreement shall terminate on fee two year 
annivereary from the date of this Agreement, or if eariier, on 30 days written notice by 
one parly to fee other party. Client recognizes feat fee Quadra Group, in fee course of 
providing its services, incuts substantial resources and up-front costs to build a 
compreherrsive knowledge base of Client's overall firrancial afraiis and for developing 
and implementing investment strategies which will be tailored to fee meet fee Client's 


Relationship Agreement 
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investaifinls, asset allocaKon, risk management finaidal, estate and tax planning and 
other objectives. As such. If Client terminates this Agreement prior to the two year 
anniversary of the Agreement Client sihall pay Quadra an Early Ttuminatioia Fee. the 
Early Termination Fee wiU be calculated as set forth in Exhibit B. 

9. - Representatioias by the Client and Quadra. Oient and Quadra Gtot^ 

eadi represents that the tenns hereof do not violate any obligation by which it is bound, 
wheflier arising by contract operation of law, or oQveiwise. Client (if applicable) and 
the Quadra Grdi^ each represents that it is dtdyo igaiuzed, val idi3rexi5ting andWgeed 
standing under the laws of its state of organizatiQn and has full power and authority to 
execute and Oliver this Agreement and cany out its obligations hereunder, die 
executian and ddiveiy of the Agreement has bwn duly authorized by all necessary 
acUon on its behalf; the exeaitiotv delivery, and performance of this Agreement does 
not vkdate any agreement or arrangement to which it is a party or by whldi It is bound, 
or any ord^ or decree to which it is subject; and this Agreement constitutes the valid 
and binding agreement. 

10. Conlidentiai Relationship. The parties agree that all information and 
advice provided by either party to the other shall be treated as conSdential and shall not 
be disclosed to third parlies except as required by law or in connection, with regular 
portfolio transactions of Client 

IT. Amendment and Assignment This Agreement may not be amended 
without the prior written consent of file parties, and may not be assigned without file 
prior written consent of the other party. In the event of a succession or assignment on 
the part of either parly to this Agreement and absent written consent by both parties to 
file contrary, this Agreement will survive and be binding upon any successor to or 
assignee of the original parties to this AgreemenL QCM agrees to notliy Client of any 
change in the membership of QCM within a reasonable time after such change. 

12. Waivers, A waiver by any party of a breach of any provision of this 
Agreement shall not constitute a waiver of any subsequent breach of such provision or 
of any other provision hereof. Failure of a party to enforce at any time or from time to 
time any provision of this Agreement shall not be construed as a waiver thereof. 

13. Fees. The prevailing party in any action brou^t by either 
party hereto to enforce its rights under this Agrrement shall be entitled to recover all 
costs and expMises (including reasonable attorn^' fees) incurred in prosecuting or 
defending such action. 

14. Governing Law. This Agreement shall be construed in accordance wifii 
the laws of the State of Delaware (vrifliout regard to principles of conflicts of law) to file 
extent not preen^ed by applicable Federal law. 

15. Compliance. Client represents and warrants that (a) Client is in 
complianre with, and covenants that Client will in the future comply with (i) all 
applicable money laundering laws or regulations, and (ii) all applicable tax laws and 
regulations; (b) Client is not subject to any sanction imposed by the Office of Fore%n 


Relationship Agreement 
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Assets Control; and (c) (i) that the assets of Client that may be considered in connecStm 
wJBi Are investment advisory services to be provided pursuant €>18 Agreement do not 
constitute assets of (x) an employee beneSt plan (as defined in Section 3(3) of tihe 
Bryloyee Betirement hrcome Security Act of 1974 ("ERISA"))/ whefiiCT or not subject to 
Title I of ERISA, (y) a plan described in Section 4975(e)(1) of fee httemal Revenue Code, 
of (z) aft attity whose underlying assets are assets of a plan described in (x) or (y)by 
reason of such plan's investment in fee enthv. 

The parties hereto have hereunto caused this Agreement to be duly executed the day 
and year first hereirfeefore writtra. 


Quadra Financial Group, L.P. 

by Quadra Holdings Group, Inc., as general partner 



Title: 

Address: 601 Union St., SS*** Floor 


Seattle, WA 98101 

Wife respect to Investment Advisory or Tax Consulting Services: 

Quadra Custom Strategies, LLC. 

Quadra Capital Management UF. 

Quadra Associates, LLC. 

by: Quadra Holdings Group, Inc., as general partner or managing 
member respectively. 

By, 

Title: ^ 

Address: 601 Union St, 56* Floor 

Seattle, WA 98101 


Client; 

Robert W. Johnson, IV 


By: 


Address: 



650 Fifth AvjSnue, Si 
New York, NY 1011: 
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EXHIBIT A 
FEES 

fc connection with the consulting and risk mana^ment services for wWch it has been 
retained, fihe tovestment Advisor shall be compensated in an amount equal to $120,800 
per month over ttte next 2i num&s. Such amount, payable monthly, shall be paid 
within 30 days of end of each calendar month. 


Retationship Agreement 
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EXHIBIT B 

EARLY TERMINATION FEe 


In the event that ^ Agreement Is temdnated by flie Client prior to flie two year 
aniuversaiy of this Agreement an Eady Terminatian Fee win be ItnmediatEly due and 
payable by the Client to Chiadra. The Early Termination Ffee shall be the product of: (a) 
twenty-four less Qie number of monthly payments received by Quadra pursuant to 
EsidbttTirarn^tbldie monthly feeas c al c ula te d hrE xhibit A , 
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■ Redacted by the Permanent 
_jubconimittee on Investigations 


From: Chuck Wilk 

Sent: Thursday, June 29, 2000 11 :42 ^ 

To: Christopher HIrata 

Subject; RE: Triskeilon Wires 


I am not sure they are questioning fees but to them the math does not match {i.e. they 
included Woody when we are taking no upfront fee) . The reply is that the fees and the fee 
structure varies with each client based on our relationship and the future services we 
will provide. 

Original Mes s age 

From: Christopher Hirata 

Sent: Thursday, June 29, 2000 7:46 AM 

To: Chuck Wilk 

Cc: Brian Hanson 

Subject: FW: Triskelion Wires 


It looks like they are questioning our fees based on their assumption that we are only 
getting 1%. Shall we reply that our fees may exceed 1% based on ongoing advisory services 
we may provide the client? 

Original Message 

From: Raj an Puri 

Sent: Thursday, June 29, 2000 2;22 AM 
To: 'Brian Hanson*; Raj an Puri 
Cc: Christopher Hirata 
Subject: RE: Triskelion Wires 


Brian 

i) Neither John nor I have instructed the loM guys to sign an Inves.tment 
Advisory Agreement between Burgundy and QCS...is this something you have 
dealt with directly? 

ii) We understand you were extracting fees representing 1% of the initial 
^&£e^j£nerated. . .at 1%, the fees per tranche would be: 

1.218 

W Johnson 1.449 

totalling USD4 . 483!nillion. How does this reconcile to the USD4 . 84million 
(3.02+1.82) you are requesting? 

iii) As I mentioned briefly to you several days back, the Euram 1% fees 
appear to have been calculated based on the losses the clients were aiming 
to generate (totalling USD4 . 45mio) , rather than the numbers actually 
generated (USD4 . 483mio, as outlined above)... I think therefore that Euram 
are due another lISD33k - does this make sense to you? 

Later 

Raj 


Original Message 

From: Brian Hanson [mailto;BrianH 
Sent: Wednesday, June 28, 2000 8:28 PM 
To: 'Rajan Puri' 

Cc; Christopher Hirata 
Subject: RE: Triskelion Wires 


Pormanent Subcommittee OD In vestigations 

V,XHTBIT#66-FN338 
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John and Raj, 

Since the Burgundy proceeds of $5,414,781 at Barnville 
should have been 

moved to an account at Triskelion by now, please make the 
following wire 

transfer. The attached document is an invoice for serivces. 

«Invoice Burgundy .doc» 

From: 

Burgundy Triskelion account 

To: 

Bank of America 
ABA 125 000 024 

Account Name; Quadra Custom Strategies 
Account #: 68870815 

Amount: $1,820,000 


2 
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Cravath, Swaine & Moore 



ALAM 4. HHUSKA 
rmEDcaicK A.e. achwarz. jr. 
ROB.GRT B. mrKIMD . 
eutvie O. BROWHWOOD 



Worldwide Plaza 


- AATmCMi OCOOHCQAN 

MICHACL L. SCHLCR 
DAMIEG P. CUNNIMOHAM 
KHlS r. UCmULMAN 
ROBBINS KieSSUHO 
noon O. TURNCR 
RMIUP A. eCLSTOM 


RICHABDW. CLARY 


:rr:::e25^HTcsKD*:AvENO E -r.ii 
NewYopk, NY 10019-747 5 

TCLCPMONe: <2I2> 47«>1000 
rxCSIHtLC: (212} -474-3700 


» KMC WIUUH STRUT 
LOMDOM ie«R SOU CHeUMO 
TeLCi>Hc»ic;««.teT-4S»-iooe 
rAes)H>Lc:« 44 B>-«fe-»BO 


ECM. ABU RACine riKAHCE TOWER 
3 OAROEH ROAD. CCHTRAL 
MOMS MHS 

TticpHOMe: s>t-tsoi-7zoo 

fACCIMILE: BSt-BSOB-TBTl 



WRITER'S DIRECT DIAL NUMBER 

(212) 474-1804 


- W.-CLAYTOM JOHNSON - 


MARC S. ROSCMWRD 
WiUAAM B. BRANMAN 

SUSAN weasTCR 
WILLbUA H. WIDEN 
TIMOTMT O. MAS S AO 
OAVID MERCADO 
ROWAN D. WILSON 

PCm T. BARBUR 
SANDRA C. OOtOSTCiH 
Mtn. MICHALSKI 
THOitAs o. RAPmrrr 
MICMAI^ S. OeUMAN 

oeonoe w. stuoe, jr. 

6UIEABETH L. ORAYC R 
JUUe A. NORTH 
STEPHEN L. BURNS 



or counsel: 

CHRISTINE aCSHM 


MEMORANDDM FOR R. W. JOHNSON, IV 


POINTS 


August 29. 2000 


Enclosed please find an executed copy of the 
Cravath, Swaine & Moore tax opinion with respect to the 
above-referenced transaction- 

Best regards . 


Alyssa F. Wolpin 


Robert W. Johnson, IV 
c/o Joel Latman 

Johnson Conpany, Inc. 

630 Fifth Avenue, Suite 1510 
New York, NY 10111 


Ends . 
387a 
BY HTiND 


Permaaent Subcommittee oa Investigations 

EXHIBIT #66 - FN 339 
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Cravath, SwAiNE St Moore 



CVAN R. CMCSLCR 
PATRICIA eCOOHCOAM 

a. coixien kifwham 

MICHACi. L. SCMkCR 
OANIEI. P. CUNaMSHAM 
KRtS r. HCtMXEtMAN 
O. ROABINS KieSSUNO 

PHaiP A. MUITON 


RORT O. MIUtBON 
rRAMCia p. BAimeN 


STCPMCN fc. oonaoN 
OAMin. i. UOSICT 

PCtSR S. WltaON 
JAMES C. VAROOA, U 
ROBCRt-MJiABSW 


Worldwide Plaza 
825 Dghth Avenue 
New York, NY 10019-7475 
telephone: (zi 2 ) 4^74-1000 

FACStMILE: <2IZ) 474-2700 


SJIHHOWIUJAMSTMET SOITe *6»P. ASIA AACinC fIMAaeC 
lOHOOa CCAR BBU tROiAMB > eARDCN ROAO, CSKTRAS 

TCLCPHOMCIAA-eOT-ASS-IMO HORS (OMS 



WRtTER‘S DIRECT DIAL NUMBER 


W. ClATTON JOHMSOM 
StCPHEN S. MAOSCN 

MARC s. ROSCMoate 

WtUAAM B, BRANNAN 

SUSM MVBSTER 
WILUAM H. WaCN 
TIMOTHT O. MASBAn 
DAVID MCRCADO 


JOMM T, OAPPNCy 


MICHACL a. eOiDWAM 
OCOIKICW. ORJCIC. jm. 
RICHARD HAU. 
CULUICTH I. BRAVCR 


•CATHI»«MC B. PDRRCST 

Kcrm A MUMMCl 

DAHia. N.IPKIN ' 

jcrrwcr A. smith 
ROBUIT I. TOTWNSCMO, 0 
VIHUAM A WMCLAN, S 
SCOTT A DARSMAT 
PHIUF A aseCKMAM 

ftOCCRO. BROOKS 
WLUAM V. POOO 
PAHA A BAECO 
mCNARO J. STARK 

JULie T. SPtRAMAM 


OP COUMSCC 
CHRISTIHC aCSMAR 


August 29 , 2000 


Ladies and Gentlemen: 

You have requested our opinion regarding the U.S. 
Federal income tax treatment of a U.S. investor ("Investor") 
who purchases a limited liedsility company membership 
interest under the following circumstances (the "Proposed 
Transaction") . 

Our opinion is based on the Internal Revenue Code 
of 1986, as amended (the "Code"), the Treasury Regulations 
thereunder, judicial and administrative authority as of the 
date hereof, and the factual assumptions set forth herein, 
changes to any of which could affect the analysis and 
conclusions stated herein. 

Proposed Transaction Structure 

Investor proposes to purchase a 99.9 percent 
membership interest in a non-U. S. limited liability company 
("SPV") taxable as a partnership for U.S. Federal income tax 
purposes.^ SPV was formed by a non-U. S. inve<ptment fund 
("Fund")’ to serve as a ban)cruptcy remote vehicle for 
issuing out-of-the-money covered warrants (the "Covered 
Warrants") to persons imrelated to Fund or Investor on a 
basket of p\iblicly-traded stocks issued by various U.S. 
corporations.’ Fund transferred shares of the stocks 


’ A 0.1% membership interest in SPV will be purchased by 
a U.S. investor who is related to Investor within the 
meaning of Section 318 of the Code ("Related Purchaser"). 

’ A 0.1% membership interest in SPV is held by European 
American Corporate Services Limited ("EACS") . 

’ Fund utilized SPV to issue the Covered Warrants because 
its implicit credit rating was insufficient to enable it to 
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comprising the basket; (the "Stocks") to SPV prior to the 
issuance of the Covered Warrants. The Covered Warrants have 
a maturity of five years and a strike price equal to 
150 percent of the aggregate trading price at the time the 
Covered Warrants were issued .of. thte Stocks a ■ The indenture 
with respect to the Covered Warrants provides that SPV must 
at all times hold either the Stocks or, if SPV holds less 
than all the Stocks (such difference the "Unhedged 
PoHit-inn") ■ other m arketable securities wibh-a»-aggxggate 
fair market value equal to at least three times the"^air 
market- -value -of the o nlied ged Position. Prior to the sale of 
the SPV membership interests to Investor, SPV hedged its 
economic exposure with respect to the Covered Warrants by 
holding shares of the Stocks. 

The Covered Warrants are callable by SPV pursuant 
to exercise of a call right (the "Call") and are puttable by 
the distribution agent (the "Distribution Agent") for the 
Covered Warrants pursuant to exercise of a put right (the 
"Put") .‘ SPV will hold the aggregate premium received with 
respect -to the issuance of the Covered Warrants in a 
collateral account vintil the Put and Call lapse or are 
exercised. Amounts held in the collateral account are 
invested in short-term money market securities (the 
"Collateral") . 

Svibsequent to Fund's purchase of the Stocks and 
prior to Fund's transfer of the Stocks to SPV, the aggregate 
trading price of the Stocks declined and Fund/SPV has an 
unrealized loss for 0.S. Federal income tax purposes in the 
Stocks . Fund now wishes to terminate its economic exposure 
to the Covered Warrants and the Stocks and capture the bid- 
ask spread created by the Covered Warrants. Therefore, Fund 


issue the Covered Warrants directly. SPV is one of several 
special purpose vehicles that Fund has created, or intends 
to create, in order to capture the bid-ask spread created by 
issuing covered warrants with respect to various stocks. 

* The Call has a 9 month maturity and a strike price that 
varies directly with the aggregate trading price of the 
Stocks. The Put has a 9 month maturity and a strike price 
equal to 100% of the initial premium for the Covered 
Warrants plus accrued interest on that premium, provided, 
however, that the Put will expire upon the Distribution 
Agent's placement of the Covered Warrants with third party 
investors. The terms of the Covered Warrsmts require SPV to 
notify the Distribution Agent prior to exercising the Call 
if and only if the Distribution Agent has not yet placed the 
Covered Warrants with third party investors. 
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proposes to sell 99.9' percent of the total membership 
Interests in SPV to Investor. Concurrently, Related 
Purchaser will purchase O.l percent of the total membership 
interests in SPV from Efi.CS. At the time that Investor 
purchases the membership interests, SPV will hold the Stocks 
and the Collateral and will be earning a money market return 
with respect to the Collateral.® 

Investor^jint endB to fi nance its purchase (the 
"Purchase.”) of the SPV membership, interests tfirouglT^ loan 
(the "toan") from Fund.* The Loan will be recourse to 
Investor.'' However, provided that SPV holds collateral 
having a fair market value at least equal to 100 to 200 
percent (depending on the nature of the collateral) of the 
outstanding principal amount of the Loan,* Fund will, in the 
event of a default, look first to Investor's membership 
interests in SPV for satisfaction of the outstcuiding 
amounts . 


At the time of the Purchase, it is anticipated 
that SPV will hedge some of its downside risk with respect 
to the Stocks by entering into a 125-day collar (the 
"Collar") .’ The counterparty to the Collar may be Fund or a 
party related to Fund. The spread between, the strike prices 
of the put and call that comprise the Collar will be between 
5- and 11 percent of the current aggregate trading prices of 
the Stocks.'" The term of the Collar will be for a period 


® We assume that the Stocks are non-dividend paying. 

* Related Purchaser intends to finance its purchase of 
its SPV mendsership interests with a loan from EACS. Quadra 
Capital Management, L.P. ("Quadra"), an experienced money 
manager, would likely assist Investor in arranging the Loan. 

■' We assume that Investor is credit -worthy . 

* This collateral will be in addition to any Collateral 
held by SPV with respect to the Covered Warrants, as 
described above. 

* The Collar can be cash- settled or physically settled, 
at the option of SPV. 

The put will have a strike price equal to 100% of the 
aggregate trading price of the Stocks at the time the Collar 
is entered into, and the call will have a strike price equal 
to 110% of the aggregate trading price of the Stocks at the 
time the Collar is entered into. 
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siibstantially less than the term of the Covered Warrants. 
Therefore, if the Collar expires. Investor will again be 
fully exposed to downside risk with respect to the Stocks 
for the remaining duration of the Covered Warrants; if the 
Covered Warrants expire unexercised. Investor will bear full 
economic upside and downside exposure with respect to the 


If some shares of the Stocks have appreciated at the 
time Investor enters into the Collar such that the fair 
market value of such shares (the "Appreciated Shares") at 
that time is greater than their adjusted teuc basis. Investor 
might be subject to the "constructive sale rules." Under 
the constructive sale rules, a taxpayer who holds an 
appreciated "position" in a stock, partnership interest or 
debt instrument and enters into certain enumerated hedging 
transactions is generally treated as having disposed of such 
appreciated position in a taxable transaction. I.R.C. § 
1259. Note that § 1259 only applies to trigger the 
recognition of gain, and cannot be used to accelerate the 
recognition of a toucaible loss . Although the constructive 
sale rules do not currently apply to the purchase or sale of 
options as part of a collar transaction, the Internal 
Revenue Service is granted authgirity to issue regulations to 
encompass transactions that essentially eliminate 
substantially all of the taxpayer's risk of loss and 
opportunity for income or gain with respect to the 
applicable appreciated position. I.R.C. § 1259(c)(1)(E); S. 
Rep. No. 105-33 at 126 (1977); H.R. Rep. 105-148 at 442 
(1997) . See also Joint Committee on Taxation, General 
ExolcUiation of Tax I,eqislation Enacted in 1997 at 177 (Dec. 
17, 1997) . Such regulations can be applied retroactively in 
"abuse" cases. Generally a 5-year or shorter collar 
transaction with respect to stock of average ‘volatility 
should not be considered abusive if (i) the spread between 
the exercise prices of the put and call is at least 20% of 
the underlying stock's current fair market value (the "spot 
price"), (ii) the exercise price of the put is not higher 
than the spot price and (iii) the exercise price of the call 
is not lower than the spot price. See New York State Bar 
Association Tax Section, Committee on Financial Instruments, 
Proposed Legislation Regarding 'Short -Against-the-Box' 
Transactions ■ Tax Notes Today 46-35 (1996) . The Collar, 
either alone or in conjunction with the Covered Warrants, is 
not described by that safe harbor. If the application of § 
1259 to the Collar resulted in a deemed disposition by 
Investor of the Appreciated Shares (if any) , the tax basis 
of the Appreciated Shares deemed sold would be stepped up to 
fair market value and Investor's holding period for the 
Appreciated Shares would begin anew. 
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Stocks for the remaining duration of SPV's holding period 
with respect to the Stocks. 

After consultation with its investment advisor. 
Quadra, Investor may cause SPV to dispose of some or all of 
the shares of the Stocks. “ Such dispositions could be 
effected through sales on the open market and/or pursuant to 
exercise of the put or call options comprising the Collar (a 
'rstock^lXtBposit£on'4^“ 

It is anticipated that there will not be in place 
an election under Sections 743 and 754 of the Code with 
respect to SPV at the time of the Purchase. The Purchase 
will result in a constructive termination of SPV pursuant to 
Section 708 of the Code. 

As a result of the Purchase, Investor anticipates 
earning an annualized pre-tax return on its net purchase 
price for the SPV membership interests, taking into account 
interest expense on the Loan and transaction expenses 
(including any expenses associated with the Collar, the Loan 
or the Purchase), that is substauntial (attributable to the 
earnings on the Collateral and the upside potential with 
respect to the Stocks) in relation to the potential U.S. 
Federal income tax benefits attributable to the built-in 
-Toss in the Stocks held by SPV. While Investor is -aware of 
such potential U.S. Federal income tax benefits, one of 
Investor's purposes in acquiring the SPV membership 
interests is to earn this attractive pre-tax return. 

Discussion 


Economic Substance Doctrine . In connection with 
the Proposed Transaction, you have asked our opinion as to 
whether common law economic substance auid business purpose 


“ In the event that Investor causes SPV to dispose of 
most of the shares of the Stocks, SPV will likely exercise 
the Call in order to repurchase the Covered Warrants. 
Alternatively, if the Distribution Agent has not yet placed 
the Covered Warrants with third party investors, the 
Distribution Agent could exercise the Put. 

“ In such case, SPV may distribute all or part of the 
proceeds of any Stock Disposition (after satisfaction of 
SPV's obligations in respect of administrative fees and 
unwind costs with respect to the Collar and/or the Covered 
Warrants) to its membesrs . Investor would generally be 
required first to apply any such distribution to reduce the 
outstanding amount of the Loan. 
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principles will apply’ to deny Investor a deduction with 
respect to its allocable share of any loss recognized by SPV 
on a Stock Disposition. 

We are of opinion that, for 0.S. Federal income 
tax purposes, it is more likely than not that the economic 
substance and business purpose doctrines will not apply to 
deny Investor a deduction with respect to its allocable 
Bhare^f-^any-ioss-reeegnizeA-^- SgV-on-a -StQc k.-^Biapc^ition 
because Investor will have an objective potential for 
earning pre-tax profit and a subjective business purpose for 
engaging in the Proposed Transaction. 

The economic substance and business purpose 
doctrines (collectively, the "economic substance doctrine") 
are a common law construct that has been applied to disallow 
losses in transactions that produce no (or negligible) 
economic profit, cind that serve no independent purpose other 
thcui tax avoidauice , Generally, a transaction will be 
considered to lack economic substance if the transaction 
fails to meet at least one of two tests, namely (i) an 
objective pre-tax profit potential test or (ii) a subjective 
business purpose test.^ 


“ See generally ACM Partnership v. Comralssioher, T.C.M. 
1997-115 (finding that a strategy Involving contingent 
payment installment sales to generate noneconomic capital 
losses that could be carried back to offset taxpayer's prior 
year capital gains had no economic substance because there 
was no reasonable prospect for taxpayer to achieve a 
positive pre-tax return from the strategy, taking into 
accotmt transaction costs, and the strategy did not advance 

taxpayer's proffered liability management pui^pose) . 

< 

“ See . e ■ o ■ . Saba Partnership, et al. v. Commissioner, 
T.C.M. 1999-359 (Oct. 27, 1999) (taxpayer could not 
recognize losses from the disposition of contingent 
installment sale notes where trsmsaction did not alter 
taxpayer's pre-tax position and tsixpayer's analysis focused 
on the transaction's tax benefits); Winn-Dixie Stores v. 
Commissioner, 113 T.C. 21 (Oct. 19, 1999) (deduction for 
interest and fees with respect to leveraged corporate -owned 
life insurance program denied where program was almost 
certain to produce pre-tax losses and there was no evidence 
of a bona fide business purpose) ; Conpaq Conputer Corp. v. 
Commissioner, 113 T.C. 17 (Sept. 21, 1999) (taxpayer's claim 
for foreign tax credit disallowed where no reason^le 
prospect for profit without regard to the tax benefit of the 
foreign tax credit and transaction was marketed as a tax 
reduction scheme with no other business purpose) . 
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The objective pre-tax profit potential test 
involves an objective inquiry into whether, by entering into 
the transaction, the taxpayer had a reasonable potential to 
earn a pre-tax profit, taking into account all transaction 
costs.*® In connection with this inquiry, the absence of 
economic risk to the taxpayer from the transaction is a 
factor tending to refute the potential for a pre-tax 
profit.” Furthermore, a remote possibility of pre-tax 
po gniK-i-l -i t-y of pre-tax profit that i^ 
unreasonably small when compared with the tax benefits 
attributable to the transaction, is insufficient to satisfy 
this test.*® 


*® See, e.g. . Saba, T.C.M. 1999-359 (Court found that 
taxpayer had a guaranteed pre-tax net economic loss from the 
transaction after accounting for transaction costs) . 

“ See, e.g. . Compaq, 113 T.C. 17 (scheme was marketed to 
Compaq as a teix reduction scheme that was structured to 
eliminate typical market risks) , citino Yosha v. 
Commissioner, 861 F.2d 494, 500-501 (7th Cir. 1988), aff 'g 
Glass V. Commissioner, 87 T.C. 1087 (1986) (transactions 
that involve ho market risks are not economically 
siabstantiai. transactjpns; they are mere tax artifices) . 

*’ See . e.g. . Goldstein v. Commissioner, 364 F.2d 374 (2d 
Cir. 1966) (interest deductions denied in absence of 
independent profit motive) . 

*' Although the Court has not established a threshold for 
the amount of pre-teix profit required to satisfy the pre-tax 
profit potential test, the case law suggests that the test 
will be satisfied as long as the pre-tax pro:fit potential is 
not merely nominal. In Glass v. Commie sionet, 87 T.C. 1087 
(1986), the Court observed that a "very small" net economic 
gain might iresult from the closed straddle transaction that 
was the subject of dispute, but after comparing the 
potential nominal economic gains with the prearranged and 
"very substantial" teuc losses anticipated in the first year 
of the straddle, the Court concluded that the transaction 
lacked economic substance. In Sheldon v. Commissioner, 94 
T.C. 738 (1990) the Court noted that a transaction resulting 
in expected pre-tax profit that was "infinitesimally nominal 
and vastly insignificant when considered in comparison with 
the claimed deductions" had no economic substance. 

The small quantum of economic profit needed to satisfy 
the test is believed to be one reason the Clinton 
Administration has sought a legislative change in this area. 
See Treasury Department, The Problem of Corporate Tax 
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The subjective business puj^KJse test involves a 
subjective inquiry into whether the taxpayer carried out the 
transaction for a valid business purpose other than 
obtaining tax benefits. This inquiry, in turn, looks at 
whether the transaction is rationally related to a non- tax 
purpose that is plausible in light of the taxpayer's 
conduct, economic situation and relevant commercial 
practices . “ 

The economic substance doctrine has been applied 
relatively broadly. It is not limited to tax benefits that, 
by statute, are required to arise from profit-making 
activities.’" In addition, the doctrine has been applied to 
transactions that were entered into and negotiated at arm's- 
length and were real (not fictitious) arrangements.” Then, 


Shelters: Discussion. Analysis euid Legislative Proposals , 

at 13 (July 1, 1999) ("Corporate tax shelters can arise even 
in transactions that produce more than a negligible amount 
of pre-tax economic profit . " ) The Treasury Department has 
also cited the inconsistency with which courts have applied 
the pre-tax profit potential test (and, more generally, the 
economic substance doctrine) as a reason for legislative 
. change . See id. at 94 , 99 . For a description of the 
legislative proposals, see id. (defining a tax avoidance 
transaction as any transaction in which the reasonably 
expected pre-tax profit (talking into account transaction 
costs) of the transaction is "insignificant" relative to the 
reasonably expected net tax benefits (each calculated on a 
present value basis)); see also Notice 98-5, 1998-3 I.R.B. 

49 (disallowing foreign tax credits arising from certain 
trauisactions that produce an "insubstantial" economic profit 
in conparison to the value of the foreign .tax credits 
obtained in the trcuisaction) . 

” See, e.q. . Cdierin v. Commissioner 89 T.C. 986 (1987) 
("Realistic potential for profit is found . . . when the 
transaction is carefully conceived and planned in accordance 
with standards applicable to the particular industry . . . 

.”) . 


See, e.q. . Goldstein v. Commissioner, 364 F.2d 734 {2d 
Cir. 1966) (interest deductions denied even though the 
Internal Revenue Code, on its face, appeared to grant such 
deductions unconditionally) . 

See, e.q. . id. (denying interest deduction even though 
indebtedness was enforceable with full recourse and 
investments were exposed to market risk where transaction 
was not "economically rational" without regard to expected 
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too, the doctrine has not been liniited to any particular 
■provision of the Code but has been applied more generally. 

The Internal Revenue Sesrvice ("IRS") could attempt 
to apply the economic substance doctrine to disallow losses 
allocated to Investor' by SPV with respect to a Stock 
Disposition. In order to apply the doctrine to disallow 
this tax benefit, however, the IRS would have to show both 
thatTBe'T^ropOBgd-Transagfeien-liad no potmtiajL.forjpre - tax 
profit and that Investor had no business purpose for 
entering into the Proposed Transaction other than to obtain 
tax benefits. 

We believe it is more likely than not that the 
economic substance doctrine will not apply to deny Investor 
a deduction with respect to its allocable share of a loss 
(if any) on a Stock Disposition since the Proposed 
Trcinsaction meets the objective pre-tax profit potential 
test. In the Proposed Transaction, Investor is ej^ected to 
realize a pre-taix profit, even taking into account 
transaction costs and interest expense on the Doan. 

Moreover, it is smticipated that the pre-tax profit will be 
significant in comparison to the tax benefit attributaible to 
any loss allocated to Investor with respect to a Stock 
Disposition,” 

Furthermore, Investor will have a valid non-tax 
reason for entering into the Proposed Transaction: Investor 
will purchase the SPV membership interests, in part, because 
an investment in these interests provides an opportunity to 
earn an attractive pre-tax yield. 

Finally, the economic substance doctrine is 
intended to prevent ta^ayers with no real economic stake in 
the transaction from claiming deductions fori tax losses that 
do not represent real economic costs. For example, the IRS 


tax benefits) . 

“ See ACM Partnership, T.C.M. 1997-115 (The "principle . 
. . is not limited to corporate reorganizations, but rather 
applies to the federal taxing statutes generally."), citing 
Weller v. Commissioner, 270 P.2d 294, 297 (3d Cir. 1959), 
aff 'q Emmons v. Commissioner, 31 T.C. 26 (1958) and Weller 
V. Commissioner, 31 T.C. 33 (1958). 

This assumes, as we understand to be the case, that 
Investor has no plan to dispose of its membership interests 
in SPV in the foreseeable future, but will continue to use 
SPV as an investment vehicle. 
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might argue that, by entering into the Collar, SPV will have 
divested itself of all downside risk with respect to the 
Stocks. However, Investor will not divest itself of all the 
upside potential with respect to its membership interests in 
SPV. Moreover, upon the expiration of the Collar, Investor 
will again bear full downside risk with respect to the 
Stocks for the duration of SPV's holding period with respect 
to the Stocks. Accordingly, we believe that the IRS would, 
nSreTikely T;1ian-notrr“notr-be- successful ^_liLanyi atte^t_to 
apply the economic- substance -doctrine to deny Investor a 
deduction for its allocable share of any loss recognized 
with respect to a Stock Disposition. 

Partnership Anti-Abuse Regulations . You have 
asked our opinion as to whether the IRS would be successful 
if it were to attempt to deny Investor a deduction for its 
allocable share of euiy loss recognized with respect to a 
Stock Disposition by applying the partnership anti-abuse 
regrulations set forth in Treasury Regulation Section 1.701-2 
(the "Partnership Anti -Abuse Regulations"). We are of 
opinion that, more likely than not, the IRS would not be 
successful in auiy such attempt. 

The Partnership Anti-Abuse Regulations grant the 
IRS authority to recast a trainsaction if a partnership is 
formed or -availed of in connection with such transaction and 
a principal purpose of such transaction is to reduce 
substantially the present value of the partners' aggregate 
O.S. Federal tax liability in a maimer that is inconsistent 
with the intent of subchapter K of the Code (which governs 
partnerships) In such case, the IRS is granted authority 
to, among other recharacterizations, disregard the 
partnership in whole or in part or otherwise to adjust or 
modify the claimed tax treatment.’* 


Treas. Reg. § 1.701-2 (a), (b) . The intent of 
subchapter K is to permit the conduct of joint business 
(including investment) activities without incurring an 
entity-level tax, subject to three requirements: (i) the 
partnership must be bona fide and the transaction under 
scrutiny must have a substantial business purpose; (ii) the 
transaction must not run afoul of the substance-over- form 
principles; and (iii) the tax consequences of the 
transaction must properly reflect the partners' income 
unless any deviation from this standard is clearly 
contemplated by the applicable provision of the Code or 
Treasury Regulations. Treas. Reg. § 1.701-2 (a). 

’* Treas. Reg. §§ 1.701-2{b), 1.702-2(e). 
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with respedt to the Proposed Transaction, the XRS 
might argue that the failure to cause Fund to make an 
election under Sections 743 and 754 of the Code to step down 
the basis in the SPV assets upon the Purchase is 
inconsistent with the intent of subchapter K. Accordingly, 
the IRS might attempt- to disregard the existence of SPV and 
treat Investor as though it bought the Stocks and other 
assets of SPV directly (with the result that Investor would 
~receive~a— cost— basis-jii the__Stock32 or otherwise to deny 
Investor a deduction with respect to its^aIlQcaBten5hare-~of 
any loss recognized on a Stock Disposition. However, we 
believe that the IRS would, more likely than not, fail in 
any such atten^jt to recast the Proposed Transaction because 
(i) as discussed eibove, SPV is a bona fide partnership 
entered into for a substauitial business purpose, (ii) the 
substance of the Proposed Transaction is consistent with its 
form ( i.e. . SPV was formed as, and in fact is, an investment 
partnership) and (iii) even though the failure to make a 
Code Section 754 election with respect to the Purchase may 
lead to a timing benefit to Investor, Congress clearly 
contemplated this possibility when it made Section 754 
elective . 


The applicability of the Partnership Anti-Abuse 
Regulations requires a facts and circumstances analysis of 
the- transaction at issue. This analysis.,, in turn, requires 
a comparison of the purported business purpose of the 
transaction with the claimed tax benefits resulting from the 
transact ion.’* As discussed above, the Proposed Trcutsaction 
provides Investor with an attractive investment opportunity 
that has a substantial annualized investment yield. The 
return on this investment is attractive even in the absence 
of any loss realized on a Stock Disposition. In addition, 
the Proposed Transaction does not possess the negative 
factors (enumerated in the applicable Treasujjy Regulations) 
that tend to indicate a purpose inconsistent with subchapter 
K.” 


Treas. Reg. § 1.701-2(c). 

” With respect to the formation of SPV: (i) Fund could 
only issue the Covered Warrants, and thereby earn the 
resulting premium income, by forming SPV; (ii) Fund had 
substantially more than a nominal interest in SPV, 
participated in the profits of SPV, and retained some upside 
potential, and was not protected from downside risk, with 
respect to the SPV assets; (iii) SPV partnership items were 
allocated in accordance with percentage ownership interests; 
(iv) none of the benefits or burdens associated with owning 
the Stocks was retained by Fund and (v) none of the benefits 
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The Treasury Regulations contain examples 
providing guidance on determining whether a partnership was 
formed or availed of with a principal tax avoidance purpose 
in a manner inconsistent with the intent of subchapter K. 
Those exanples distinguish two cases, involving 
partnerships, in which the parties choose not to make a 
Section 754 election. On the one hand, in Exanple 8 of 
Treas ury R egulation Section 1.701-2 (d), the use of a 
partnership as ST jpif t^Bf^ plan— to dt^licate~Jdie tax 
benefits of an economic-loss by failing to make a Section 
754 election was deemed to violate the Partnership Anti-r 
Abuse Regulations. ““ On the other hand, in Example 9, when 


and burdens associated with owning the Stocks was at any 
time shifted back from SPV to Fund. Vfith respect to the 
Purchase: (i) the Purchase provides Investor with an 

enhanced return on a basket of assets, i.e. the Stocks, that 
would be more difficult for Investor to purchase separately 
in the marketplace; (ii) Investor will have substantially 
more than a nominal interest in SPV, will participate in the 
profits of SPV, and will not fully divest itself of the 
upside potential, nor, under some circumstances, fully 
protect itself from dovmside risk, with respect to the SPV 
assets; „(iii) SPV pjurtnership items will,,j5e allocated in 
accordance with percentage ownership interests; (iv) none of 
the benefits or burdens associated with owning the SPV 
assets will be retained by Fxand after the Purchase (except 
possibly in connection with the Collar; however, the Collar 
will be a short-term hedge with arm's-length terms); and (v) 
it is anticipated that none of the benefits or burdens 
associated with owning the SPV assets will at any time be 
shifted from SPV to Investor. Cf . Treas. Reg. § 1.701-2{c). 

In Bxanple 8, A wished to sell depreciated property 
(land) to B. A, however, hoped to duplicate the built-in 
loss in the property. Accordingly, A, C (A's brother) and W 
(C's wife) formed a partnership to which A contributed the 
land (fair market value $60, basis $100) and C and W each 
contributed $30 in cash (which was used to buy investment 
assets) . Profits and losses were shared 50%, 25% and 25% 
among A, C and W, respectively. The partnership granted B a 
lease on the land for three years with a purchase option at 
the maturity of the lease for the land's then fair market 
value. In the third year, the partnership distributed the 
investment assets to A in liquidation of his partnership 
interest. Under § 732(b) , A took a $100 basis in those 
assets. The partnership did not make a § 754 election. A 
then sold the assets for their fair market value of $60 and 
recognized a $40 loss. At the end of the third year, B 
purchased the land for $60 pursuant to the purchase option. 
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a low-basis asset was' distributed in retirement to one 
partner, the creation of a timing benefit to the remaining 
partners (by virtue of their retention of basis in the 
partnership's remaining assets that would have been reduced 
had a Section 754 election been in place) was not deemed to 
violate the Partnership Anti -Abuse Regulations.’* 

The IRS might argue that the Proposed Transaction 
is more liTce”:Ecaiiiple-8^ t*an — Specifically, the 

IRS -might argue that, -as in Exanqsle 8, SPV is a newly^forraed 
partnership to which a built-in loss asset was contributed 
at the time of formation, thereby potentially resulting in 
loss duplication. Example 9, by contrast, involved m 
existing partnership to which the partners had contributed 
cash; the partnership then used that cash to purchase assets 
which sxibsequently increased in value. 

We believe that, more likely than not, the IRS 
would not prevail in aixy such argument. Unlike Example 8, 
Fund established SPV before Investor had committed to 
participate in the Proposed Trcuisaction . Moreover, the fact 
that Fund is a not a U.S. person for D.S. Federal income tax 
purposes means that, unlike the transaction described in 
Example 8, the Proposed Transaction will not result in the 
duplication of a U.S. Federal income tax benefit;’* rather. 


The partnership, which had received a carryover $100 basis 
in the land, recognized a $40 loss, which loss was shared 
equally between C and W. Treas. Reg. § 1.701-2 (d). Ex. 8. 

’* In Example 9, an investment partnership distributed 
non-marketable securities (fair market value '$100, basis 
$20) in retirement to A, who had been a partner for several 
years. A's capital account balance and basis in his 
partnership interest were $100 . Under § 732 (b) , A took a 
$100 basis in the marketable securities. The partnership 
did not have a § 754 election in place. Since the 
partnership did not have to reduce the bases of its 
remaining assets by the $80 basis increase that attached to 
the distributed assets, the remaining partners enjoyed a 
timing benefit with respect to the "excess" $80 tax basis, a 
timing benefit that would "turn around" when the partnership 
ultimately liquidated. Treas. Reg. § 1. 701-2 (d). Ex. 9. 

That is, although Investor would receive a deduction 
for its allocable share of any loss recognized by SPV upon a 
Stock Disposition, Fund will not recognize a U.S. Federal 
income tax loss at the time of the Purchase. 
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like the transaction described in Example 9, the Proposed 
Transaction would generally result in a timing benefit.^ 

Most importantly, the critical distinction between 
the two examples appears to be the reason for the formation 
of the partnership. In Example 8, the partnership was 
formed solely to allow the built-in loss with respect to the 
land to be duplicated, whereas in Exan^ile 9, the partnership 
had b^n^dfmed some-time^ nrior^to-tte-traas a fo r 

-legitimate investment purposes. As in Example 9, Fund^wxll 
have a legitimate non-tax business purpose for forming SPV, 
namely to enable it to capture the bid-ask spread created by 
the issuance of the Coyered Warrants, something, absent the 
formation of SPV, it would have been unable to do. 
Accordingly, we believe that, more likely than not, the IRS 
would fail in any attempt to assert that the use of SPV in 
the Proposed Transaction violates the Partnership Anti-Abuse 
Regulations . 

Clear Reflection of Income . You have asked our 
opinion as to whether the IRS could successfully apply the 
"clear reflection of income" doctrine of Section 446 of the 
Code to deny Investor a deduction for its allocable share of 
any loss with respect to a Stock Disposition. We are of 
opinion that, more likely them not, the IRS would not be 
successful in any attempt to-'apply that doctrine because SPV 
will be a bona fide partnership formed for a valid business 
purpose and any loss recognized by Investor on a Stock 
Disposition will be the result of an elective provision of 


That is. Investor's basis in its SPV membership 
interests would be decreased by the amount of the deduction 
received by Investor for its allocable share 'of any loss 
recognized by SPV with respect to a Stock Disposition. As a 
result. Investor's gain on any ultimate disposition of its 
SPV membership interests would be increased by such amount. 

If Investor retains such SPV membership Interests until 
his death, the basis of Investor's successor in such SPV 
membership Interests would generally be the fair market 
value of such interests as of the date of Investor's death 
or at the alternate valuation date (as determined pursuant 
to S 2032 of the Code) (increased by the successor's share 
of partnership liabilities, if any, on that date, and 
reduced to the extent that such value is attributable to 
items constituting income in respect of a decedent) . Treas. 
Reg. § 1.742-1. However, this would generally also be the 
case upon the death of any of the remaining partners 
described in Example 9 . 
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the Code that Congress clearly understood could result in 
(Jistortions in a taxpayer's taxable income. 

Section 446 (b) (addressing accounting methods) 
permits the IRS to deny tax benefits to the taxpayer if such 
tax benefits do not reflect the economic substance of the 
transaction.^’ Under these principles, the IRS may atteijpt 
to deny a deduction for Investor's allocable share of any 
ioss~withr^r®spectr-to-a-StocIt_Di8ppsi^on on the basis that 
such loss would result in a .substantial distortion^Tof 
income . 


However,, the fact that Section 754 of the Code is 
elective reflects the intent of Congress to allow matters of 
administrative convenience to trump concerns about the lack 
of clear reflection of income. Indeed, the analysis in 
Exanples 8 and 9 of the Partnership Anti-Abuse Regulations 
starts from the proposition that a failure to make a Section 
754 election may result in distortions between the partners ' 
outside basis in their partnership interests and the 
partnership's inside basis in its assets. Exanple 9 states 
that Congress clearly anticipated such basis distortions, 
and the electivity of Section 754 establishes Congress's 
Intent, notwithstanding any resultant distortions, to 
provide aui administratively convenient rule. Thus, in the 
context of Section 754 elections. Congress clear iy- resolved-- 
the tradeoff between more accurate reflection of a 
taxpayer's income and administrative convenience in favor of 
the latter., and this resolution should be respected for 
purposes of Section 446.” 


“Section 446(b) of the Code permits the IRS, in a case 
in which no method of accounting has been regularly used by 
a taxpayer or in which the method of accounting used does 
not clearly reflect income, to compute a taxpayer's taxable 
income under such method as does clearly reflect Income. 

See, e.q. . Ford Motor Co. v. Commissioner, 71 F.3d 209 (6th 
Cir. 1995), aff ‘q 102 T.C. 87 (1994) (taxpayer may be 
prevented from deducting an accrued liability that is not 
required to be paid for a long period of time if, based on 
an objective time value of money analysis, the deduction is 
greater than the true economic cost of the obligation) . 

” The Clinton Administration's proposal to make the 
basis adjustments provided for in §§ 734(b) and 743(b) of 
the Code mandatory in the case of a distribution of property 
to, or a transfer of partnership interests by, a partner who 
has significant built-in loss in partnership property 
further supports the argument that, more likely than not, a 
failure to make a § 754 election under such circumstances is 
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This view is further supported by Treasury 
Regulation Section 1.701-2 (a) (3) , which states that, in the 
case of certain provisions of subchapter K that were adopted 
to pTOmote certain policy objectives but the application of 
which might produce tax results that do not clearly reflect 
income, the proper re-flection of income requirement of the 
Partnership Anti-Abuse Regulations will be treated as 
satis fied with respect to a transaction that satisfies the 
bona fide^^parEgershtp; substantial— business, pu rpose an d 
substance over form requirements, so- long as- the ultimate 
tax results of the transaction are clearly contemplated by 
the provision in question. 

Therefore, we are of opinion that the IRS would 
more likely than not fail in aay attempt to apply the clear 
reflection of income doctrine set forth in Section 446 of 
the Code to deny Investor a deduction with respect to its 
allocable share of amy loss recognized by SPV with respect 
to a Stock Disposition. 

At-Risk Rules . You have asked our opinion as to 
whether, assuming that the Collar expires unexercised or is 
unwound, prior to the end of the taxable year in which a 
Stock Disposition occurs, the IRS would be successful if it 
were to attempt to deny Investor a deduction for its 
allocable share of any loss recognized- -with respect to a 
Stock Disposition by applying the at-risk rules set forth in 
Code Section 465 auid the Treasury regulations promulgated 
thereunder (the "At-Risk Rules"). We are of opinion that, 
more likely than not, the IRS would not be successful in any 
such attempt. 

In general, the At-Risk Rules apply to prevent a 
taxpayer from deducting losses generated by an activity, 
except to the extent that the taxpayer is at < risk in that 
activity. The At-Risk Rules apply to all activities engaged 
in by a taxpayer in carrying on a trade or business or for 
the production of income.’^ For purposes of those rules, 
the amount at risk in any one activity is the sum of the 
amount of money and the adjusted basis of property 


not per se abusive under current law. See Department of 
Treasury, General Explamations of the Administration's 
Fiscal Year 2001 Revenue Proposals at 155 (Feb. 2000) . The 
proposal would apply to distributions and transfers made 
after the date of enactment. See id . 

“ I.R.C. S 465(c)(1), (c) (3) (A) . 
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contributed to the activity^® plus any amounts borrowed for 
use in the activity where the taxpayer is personally liable 
for repayment of such amounts or has pledged property other 
than that used in the activity as security (but only to the 
extent of the net fair market value of the taxpayer’s 
interest in the property) 

In the Proposed Transaction, Investor will be 

personaJlvTlaEie ^ittr-resneet-to^-the^Loan used to finance 
the Purchase.” However-r Section 465 (b) (31 ^provides “that 
amounts borrowed generally are not considered to be at risk 
with respect to am activity if such amounts are borrowed 
from any person who has an Interest (other tham as a 
creditor) in such activity or from a person related to a 
person (other than the taxpayer) having such am interest. 
The IRS might argue that Investor is not at risk for the 
amount of the Iioan because the lender, i . e . . Fund, has held 
membership interests in SPY. However, the determination of 
the extent to which the taixpayer is at risk is made on the 
basis of the facts existing as of the close of the taxable 
year.’* In the case of a pass-through entity, such as SPY, 
that determination is made as of the end of the entity's 
taxadile year.” Since Fund will not have an Interest in the 
capital or net profits of SPY** at the end of the taxable 
year in which the Stock Disposition occurs. Investor would. 


” If a taxpayer purchases an interest in an activity 
(rather than "contributing" to it) the taxpayer is generally 
considered at risk to the same extent as if it had 
contributed the purchase price to the activity. Prop. 

Treas. Reg. § 1.465-22(d). 

” l.R.C. S 465(b) . 

” If the Loan were recharacterized as an equity interest 
in SPY because the Purchase will be seller-financed, more 
likely than not Investor would not be considered at -risk 
with respect to the amount of the Ijoan until Investor repaid 
the Loan. l.R.C. 5 465(b)(3). 

” Prop. Treas. Reg. § 1.465-1 (a); see also Joint 
Committee on Taxation, General Explanation of the Tax Reform 
Act of 1976 at 36 (Dec. 29, 1976) . 

” Prop. Treas. Reg. § i.465-l(a) . 

** Prop. Treas. Reg. § 1.465-8 (b) states that em interest 
in the activity means a capital interest or an interest in 
net profits, and that an interest in gross receipts is not 
sufficient . • 
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more likely than not, be considered at risk with respect to 
the full amount of the Loan. 

If Fund acts as Counterparty or is related to 
Counterparty (within the meaning of Section 4S5(b) (3) (C) of 
the Code),*^ the IRS might alternatively argue that (i) as a 
result of the Collar, Counterparty has an interest in the 
Stocks and , hence, in SPV and (ii) because Fund therefore 
has, or xs~^elaEed~l:o a-person-hhat baSr-aiLjlnhereBt, in SPV . 
Investor should not be- considered at risk with respect-^o 
the amount of the Loan. However, as discussed aibove, the 
determuation of the extent to which Investor will be at 
risk will be made on the basis of the facts existing as of 
the close of the relevant taxable year. Assuming the Collar 
es^ires unexercised or is luiwound prior to the end of the 
taxable year in which the Stock Disposition occurs. 
Counterparty would, more likely than not, not be considered 
to have an interest SPV at the end of such taxable year. 
Thus, Investor would, more likely than not, be considered at 
risk with respect to the full amount of the Loan. 


For these purposes a person (the “related person") is 
related to any person if (!) the related person bears a 
relationship to such person specified in § 267(b) or 
707 (b) (1) of the Code (substituting a 10% ownership test for 
the 50% ownership test) , or (ii) the related person and such 
person are engaged in trades or business under common 
control (within the meaning of § 52 of the Code). I.R.c. § 
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Section 465(b) (4) provides that, notwithstanding 
any other provision of that Section, a taxpayer shall not be 
considered at risk with respect to amounts protected against 
loss through nonrecourse financing, guarantees, stop loss 
agreements or other similar arrangements. The IRS might 
argue that the put option that is part of the Collar 
constitutes an arrangement similar to a stop loss agreement 
-andjthat._ In vestor is therefore not at risk for the amount of 
the Loan (orTTST^se, fbr~an ■aJBotmtrTDf“*the~-Iioan-~bhat-egtta3.s 
the strike price of such put option) Again, however, the 
at-risk determination is made at year end. Accordingly, 
assuming the Collar expires unexercised or is unwoimd prior 
to the end of the taxable year in which the Stock 
Disposition occurs. Investor would, more likely than not, be 
considered at risk with respect to the full amount of the 
Loan." 


" Cf,. R.G. Cooper, 88 T.C. 84 (Jan. 13, 1987) (investors 
who purchased solar water heating systems were not at risk 
with respect to recourse notes held by the seller because 
Investors' retention of put options that allowed them to 
sell their systems for an amount equal to the outstanding 
balance on the notes fully protected them from economic 
risk) . 

** We are assuming that Investor will not enter into 
another hedge, even during the year following the taxable 
year in which the Stock Disposition occurs, that would, when 
taken together with the expiration or unwind of the Collar, 
be considered a pattern of conduct that has the effect of 
avoiding the At-Risk Rules within the meaning of Prop. 

Treas. Reg. § 1.465-4. 

For example, increases in the amount at risk 
occurring toward the close of a taxable year which 
have the effect of increasing the amount of losses 
which will be allowed to the taxpayer under section 
465 for the taxable year will be examined closely. 

If, considering all the facts and circumstances, it 
appears that the event which increases the amount at 
risk at the close of the taxable year will be 
acccmipanied by an event which decreases the amount at 
risk after the close of the taxable year, these 
amounts will be disregarded in determining the amount 
at risk unless the taxpayer can establish [that such 
increases and decreases were attributable to a valid 
business purpose and were not a device to avoid section 
465] . 


Prop. Treas. Reg. § 1.465-4. 
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In such case, the IRS would, more likely than not, 
■fail in any attempt to apply the At-Risk Rules to deny 
Investor a deduction for its allocable share of any loss 
recognized with respect to a Stock Disposition. 

Passl-ve Loss Rules . You have asked our opinion as 
to whether the IRS would be successful if it were to attempt 
bo^applvL-th e passive loss rules of Code Section 469 and the 
Treasmry Regulations prdmulgatedT^hereunder — (bhe-Jt®ass±ve 
Irf3ss Rules ")■*■* "to preclude Investor from deducting its 
allocable share of any loss recognized with respect to a 
Stock Disposition from income that Investor earns from 
other, nonpassive activities. We Are of opinion that, more 
likely than not, the IRS would not be successful in any such 
attempt because the income earned, or loss incurred, by SPV 
would, more likely than not, not constitute passive income 
or loss . 


The Passive Loss Rules generally prevent 
taxpayers, including members of a pass-through entity, from 
sheltering income from nor^assive activities with losses 
derived from passive activities.*® However, "portfolio" 
income and loss are treated as not derived from a passive 
activity for this purpose.*® Portfolio income generally 
consists of gross income from interest, dividends, annuities 
and royalfies not derived in the ordinary course of a trade 
or business, reduced by the expenses of earning such income 
(including properly allocable interest expense) , and 
includes gain or loss not derived in the ordinary course of 
business upon the disposition of an asset that is of a type 
producing portfolio income, or that is held for 


** Note that the determination of whether a loss is 
suspended under the At-Risk Rules is made prior to the 
application of the Passive Loss Rules. Tenp. Treas. Reg. § 
1.469-2T{d) (6) (i) . 

*® Passive activity deductions and credits that are not 
allowable in the current taxable year can be carried forward 
indefinitely to offset passive income in a siabseguent 
taxable year. l.R.c. § 469(b). 

If a taxpayer disposes of its entire interest in any 
passive activity in a fully taxable tramsaction, any losses 
from that activity that are in excess of any net Income or 
gain from all other passive activities may be used to offset 
nonpassive income. § 469(g) (1) (A) . 

*® l.R.c. § 469(e)(1)(A); Temp. Treas. Reg. § 1.469- 
2T(c) (3) (i) . 
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investment.*’ Because any loss recognized by SPV on a Stock 
Disposition would more likely than not be considered a loss 
attributable to the disposition of an asset of the type that 
produces portfolio income, i .e. , dividends,** and assuming 
that SPV does not hold the Stocks or effect the Stock 
Disposition in the ordinary course of its trade or business, 
we believe that, more likely than not, the IRS would fail in 
any attempt to prevent Investor from using its allocable 
share of anyT^ossTecognirzed-^with-respeet— to-a-Stocfc 
Disposition to offset income from other" (passive or 
nonpassive) activities . 

P.S. Federal Partnership Tax Statutes and 
Reemlations . You have asked our opinion as to whether, 
assuming that the Proposed Trcinsaction is otheirwise 
respected for O.S. Federal income tauc purposes, SPV would be 
denied a cariryover basis in the Stocks for U.S. Federal 
income tax purposes as a result of either (i) Fund being 
deemed to transfer the Stocks to an investment partnership 
pursuant to Section 721(b) of the Code or (ii) the 
constructive termination of SPV under Section 708 of the 
Code on the occurrence of the Purchase. We are of opinion 
that, more likely than not, SPV would not be denied a 
carryover basis in the Stocks under those provisions because 

(i) only gain, not loss, is required to be recognized if 
property is transferred to an' investment' partnership and 

(ii) the constructive termination of SPV will not result in 
a step down in SPV's basis in the Stocks. 

Section 721 (a) of the Code provides for the 
nonrecognition of gain or loss upon the contribution of 
property to a partnership in exchange for a partnership 
interest. Dnder Section 723 of the Code, the partnership's 
basis in such property is the adjusted basis of such 
property to the contributing partner at the time of the 
contribution. Section 721(b) of the Code provides that 
subsection (a) of Section 721 does not apply to gain 
realized upon the tremsfer of property to a partnership that 


*’ I.R.C. § 469(e> (1) . 

*“ Even though the Stocks are not dividend-paying, the 
Stock Disposition would, more likely than not, be deemed a 
disposition of an asset that is of a type producing 
portfolio income or that is held for investment. See, e.a. . 
Rev. Rul. 93-68, 1993-2 C.B. 72 (even stock in a coB^ainy 
which had never paid a dividend was deemed property held for 
investment within the meaning of §§ 163 (d) (5) (A) and 
469(e) (1) (A) of the Code because stock generally produces 
dividend income (which is a type of portfolio income) ) . 
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would be treated as an investment company (within the 
meaning of Section 351(e) of the Code) if the partnership 
were incorporated. Correspondingly, Section 723 of the Code 
provides that the basis of property contributed to a 
partnership by a partner shall be increased by the amount of 
gain (if any) recognized under Section 721(b) by the 
contributing partner at the time of the contribution. We 
believe that, more lilcely than not. Section 721(b) of the 
CBde"~wtXlr^ggC~~Bperate~tD~deny ~ SPV a c a rryovei^-basis-^n— the 
Stocks contributed by Fund because, even if the transfer of 
the Stocks by Fund to SPV constituted a transfer to an 
investment partnership (within the meaning of Section 
351 (e) ) , Section 721 (b) requires recognition only of gain, 
not loss . 


We further believe that, more likely than not, the 
constructive termination of SPV caused by the Purchase will 
not result in a step down in the basis of the SPV assets. 
Section 708(b) of the Code provides that a termination of a 
partnership will occur if within a twelve month period there 
has been a sale or exchange of 50 percent or more of the 
total interest in the partnership capital and profits. In 
the Proposed Transaction, 100 percent of the interest in SPV 
capital and profits will be transferred within a twelve 
month period, 0.1 percent to the Related Purchaser and 99.9 
percent -to Investor. In such case. Treasury Regulation 
Section 1.708-1 (b) (iv) provides that the following 
transactions will be deemed to occur: (i) SPV will be 
deemed to contribute all its assets and liaibilities to a new 
partnership ("new SPV") in exchange for interests in new 
SPV; and (ii) SPV will be deemed, immediately thereafter, to 
distribute interests in new SPV to Investor and the Related 
Purchaser, in proportion to their interests in SPV, in 
liquidation of SPV. Thus, new SPV will have jthe same tax 
basis in the Stocks as "old" SPV did.*’ Accordingly, we 
believe that, more likely theui not, the constructive 
termination under Section 708 (b) of the Code of SPV at the 


*’ Trees. Reg. § 1.708-1 (b) (1) (iv) , Ex.; I.R.C. § 723. 

Only if a partnership terminated under Section 708(b) has a 
Section 754 election in effect for the taxable year in which 
the termination occurs will the bases of the partnership 
assets be adjusted pursuant to Sections 743 and 755 prior to 
their deemed contribution to the "new" partnership. Treas. 
Reg. § 1. 708-1 (b) (1) (v) . 
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time of the Purchase will not result in a step down in the 
basis of the assets held by SPV. 


Very truly yours. 


Robert W. Johnson, XV 
c/o Joel batman 

Johnson Con^any, Inc. 

630 Fifth Avenue, Suite 1510 
New York, NY 10111 

Woodglen I UiC 
Woodglen I , Inc . 

c/o Robert W. Johnson, IV 
Johnson Company, Inc . 

630 Fifth Avenue, Suite 1510 
New York, NY 10111 


6RN 

O 
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Fonn S2S4 

Application for Registration Of a Tax Shelter 

0MB rki. 1S4S-086S 

Depanmnu ol ihs Imuvj 
tmimal iiavenn Sendee 

h- See separate instructions. 

For IRS use wily Q 


If this is an amwidad form, enter the tax shelter registration number i»e\Sou^ issued to the tax shelter. See Amended Forms 8264 on 

page 2 of the frisouctlons ► 

■SBIT Identifying information Note: tax shelt^ i^fstration number mV be sent to the organizer's addmss below. 


Tax Sjelter name Taa sheR» ocgartzer's name tf^arenolthe 

HekaUmiled Quadra Cuslom SIfalegtes, LLC [ 

Number. Street, and room or st£(e no. . Number, street, and room or suite no. 

West Bay Road, PO Box 31106 SMB 601 Union Street, 56th Floor 

City a town State ZIP code Qty or toiwi State ZIP code 

Grand Cayman Cay, islands Sealtte 9S101 

t denffl'ytng wwdaer T eh^>hane n umber idenUiying numba' Tei^hone numb® 

98-(^^43 ( 345 ) 914-8472 91-19762^ { 206 ) 613-670Q T 

Emiir Tax Shelter information ^ 

1a T]^e of business <H^3f)lzation: O Partnership @ncludhg a limited partnership] b is this off^ing sid^ect 

□ Trust □ S conxM-ation □ Schedule C or F acih/l^ (F<xm 1040) to the agyegation nrfes 

B Other {specif] ► Ftweign Company {etectoo partnershiptfe^m^tl) in the regutations? - Q Yes E) ^ 

2a Principal bu^ness acthnly code. See page 3 of the mstnictions. b Secondary business acth4^ code. If nert appHcabie, enter 

525990 WA. tilA 

3a (rf principai asset acquired (w to be acquired) b Was acquisition from a related par^? 

Equities ^ 51 Yes □ No 


organizer. — . 

I chBcx ails fox >• Li 


Slate 

Cay. islands 

1 ZIP code 

1 BWi 

C3Kjatam 

Seattle 

State 

WA 

ZIP code 

98101 

Telephone numbei 


identiiying numb® 

Telqihone numb® 

I { 345 ) 914-8472 | 

91-1976232 

( 206 ) 61^700 


to the ag^egation ndes 

in the regutations? □ Yes E) l*io 


b Was acquisition from a related par^? 
a Yes □ No 


c{1) Cost (aciu^ ® {nested) to tax sheXer c(2) Cost to related par^ d Is the asset located in a foreign counby? 

$ 248,844,063 t 248.844.063 {*| Yes □ No Cowrtiy Cejffnan 


{*1 Yes □ No Cowitiy Cejffnan Islands 

r0) Date acquired f{2) Date placed in service 

5/S/QO 5/5/00 

Q Hybrid D Other (specify) ►- 

b is the tax sh^er offering exempt from federal or state agatcy 
re^^Uon but fBing of notice is requffed? Q Yes 51 No 


i 248,844.063 1 1 248.844,063 {*| Yes □ No Cowilty Cajffnan Islands 

e Means of acqiisitlon: Q Purchase Q Construction r0) Date acquired f{2) Date placed in servic 

D Lease S CMier (speeffy) ► Contribution 5/5/00 5/5/00 

4 Accouitinq m^od: □ Cash 53 Accrual Q Hybrid D Other (specify) 

Sa Is die tax shelter offering required to be registered vdth b is the tax shelter offering exempt from federal or state agai 

Federal or state agencies? □ Yes O No rey^Oon but fBing of notice Is requHed? Q Yes 0 

c If you checked 'Yes' m either item Sa or Sb. check the appreciate boxes bi item cf!) and/or enter the names of the slates in 
• item c(2). 

c(1) Feaetat □ SEC □ HUD □ CFTC □ Olher | eg) Slates WA 

6 ' Tax stuilter registration number of other registered tax belters. See page 3 of the instructions. 

N/A 

Note; Complete kerns 7a through 9e for a minimum investment unit. See insttuaions for Item 7a beginning on page 3. 

7a Method of flnanchg. Check applicable box b Length of c Is any financing collateralized by laRers of credit? 

and enter dollar amoiait. 

□ (1) Cash [ $ 6,570.905 □ Yes 51 No 


O (2) Roperty contributions 
53 (3) RecMirse debt 
D (4) Nowecourse debt 
D Other (specify) 


Is any financing collateralized by laRers of credit? 
D Yes 51 No 


; d .Soiree of financing 

□ Unrelated party ii... 

0 Related party 100 


(6) Total. Add items 7an)-(5) I $ no.siaas? s 103. 

8a Gross deductions b Deduction codes c Tota 

i 144,901,61! 99 j M/A 

9 Tax shelter ratio. Complete the worksheet on the back of this form. 
a YeM^ 1 22.052 { b Year 2 n>a | c Year 3 wa 

10 Aggregate amount from sale of investment units . 

11a Maximum number of Investors |b Maximum number of investmenl units 


Foreign-connected Fmancing. If none, check this box 
odietwisc. enter: 

103,942,452 { Country ► Cayman Islands 


Total credits 
N/A 


d Credit codes 
N/A 


I d Year 4 WA { e Year 5 n/a 

■ ■ . , . .hi 110 . 513,^7 

j 12 Date Investmenl urat was first offered for sate 
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Fmhi aa< (Be«. 11-89) - ^ 

Tax Shelter Ratio Worksheet 


1 < mm i| 

fb) Year 2 



KiMim 




HHHHH 

HHHHi 



line 3. cd. (a) 

tine 3. cc^. (b) 

&ie 3. col. (d 

1 

tine 3. cd. (d) 

3 Cumulative gross deductions. Add lines 1 and 2 . . 


muBiii 


HHHHH 

HH 






fine 6a. col. {a| 

nne-6a, ccrf. (b) 

&te 6a, col. (($ 

Ime 6a, col. {d} 



iHmHHii 

■HHH 



3.5, 

_ 3.5 

3,5 

3.5. 

3.S 



||■||||||■|■| 




7 Cimndadve tax benefits. Add lines 3 and 6c . . . 

144,901,611 





Itsmil Investment Base 






CESES^I 











10 Tentative hvestiment base. Add tines 8 and 9 . . . 

BIOSES^ 










1 2 Cwrait year’s investinent base. Sut^ct foie 1 1 from tine 1 0 






tine 14. col. (a) 

tine 14, cot. 

itiie 14. col. (c) 

fine 14, col. (tQ 

14 Cumulative hvestment base. Add tines 12 and 13. . 

15 Tax shelter ratio. DMde line 7 by tine 14. Enter In the 
appropriate space on tine 9 on the front of this form 


______ 

mimiiiB 

HHHHIi 

■BIHIH 

22.052 






Explanation of Items 


Parti: 


Domestic address Is: 

630 5th Avenue, Suite 1510 


NewYoflf, NY 10111 


© 
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Redacted by the Permanent 

Subcommittee on Investigations 

From: Jeff Greenstein 

Sent: Tuesday. May 16. 2000 8:44 AM 

To: Jeff Greenstein; Larty Scheinfetd; ChiK* Wilk; Andrew J Robbins 

Subject: RE; POINT 


under $900 in losses as of now 


— Or^nal Message — 

Prone Jeff Greenstein 

Sent: Mtmday.Mayl5,2C»X)t:24PM 

To: larry Sc^anfefeJ; Chuck Wilk: Andrew J Rc^ns 


just to give you a perspective on timing - this mornin g we had approximately 1 .4 bln in usable losses, on the dose vre 
had about 1.15 billion, if the market moves to where is break-even itwiii probably be down to about 700 

min. We will try to add more positions to generate losses but they are a function of market moves. As bad as it 
sounds, the "snooze you lose" comment may unfold for those who cant make decisions in a timely manner. V\^thouf 
being to aggre^ive, we should make people who are considering this trade aware of the timing ramiHcations. 

— Origirel Message — 

Frcan: larry ScheinfeW 

Sent: f^day. May 15,20008:11 AM 

To: Chuck WiBr; Jeff Greensteirt; Andrew J Robbirrs 

Siit^ect: RE:POIffr 

could someone in Seattle keep a log and update weekly 

— -Ortgina! Message — 

Fr^: Chuck Wilk 

Sent: Monday, May 15, 2000 ll :02 AM 

To: Jeff Greenstein; Larty Schdnfeld; Andrew J RobUns 
Subject: RE; POIf^T 

Add to prospect list: 



— -Originai Message — 

From; Jeff Greenstein 

Sent: Monday. May 15, 2000 7:48 AM 

To: Larry Scheinfeld; Chuck Wilk; Arwirew J Robbins 

Subject: RE: POINT 

big trade pending wyUm^p 7) At this point I think we need to notify people that it Is truly first <X)me 
first served. Since the losses are dependent on market moves, who knows how many we vnll have at 
any point in thime 

— Original Me^ge — 

From: Larry ^hetnfeld 

Se»«: Monday. May 15. 2000 7:24 AM 

To: Chud( Wilk 

Cc: Jeff Greenstein; Andrew J Robbins: Norm Boriije; Bryan White; Charles Cfarva 

Subject: POINT 


Looks like we have no more room on the POINT trade . We should be very careful about selling 
any more. List is as follows; 



( Permanent Subcommittee on Investigations 

^^J»HIBIT#66^FW347_^ 
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From: 

Sent; 

To: 

Cc: 

Subject: 


Larry Scheinfeld 

Monday, August 21 , 2000 1 :12 PM 
Chuck Wilk 

Jeff Greenstein; Andrew J Retains 
RE: POINT 


Do you think we could get Lou to do one more for a client who already agreed to go ahead with a Cravath opinion! 


— CWginai Messa^ii — 

From: Chuck Wilk 

Sentj Monday, 4Ligust21r20tW) ll:S5.Al!l 

To; Larry Scheinfeld 

Ce: Jeff Greaistein; Andrew jRobttns 

&ibject: RE: POINT 

As of now, I would guess no losses for 2000 but we could start a trade that had 2001 losses. Akin Gump has written 
this opinion for a corporate client but they definetly require more time between events that we did on the first three 
trades. Jim Barry is back from vacation this week and I will speak with him on opining. Bryan Cave is a remote 
possibility (given their fee structure). I believe Sherman and Sterling opined for the Lehman trade and I will try to get 
a contact name. Jeff and I spoke and decided that in future trades we will try to have bank borrovnng and actual 
cash purchases. All that said if we can get a firm committment to opine and we started early in September and we 
had favorable market vIoatilHy) we may be able to generate 2000 loss. 

— Messrs — 

Fr<MTj: Larry Sciwinfeld 

Sent: Morulay.At^ust 21. 20006:00 AM 

To; Chuck VifiU: 

Cc: Jeff Greenstein; Andrew J RoWsins 

Subject: POINT 

Will we be able to do any more transactions this year ?? I want to get back to two clients who are pretty far dovwi 
the road. I would think 9/15 would be a drop dead date. Do you anticipate hearing back from any reputable firms 
? I want to be honest with these prospects. I also have several meetings set up that I think I should pMrobably 
postpone . 


Permaneat Subcomnuttee on InvestigatiOBS 

EXfflBIT #66 - FN 351 
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From: Lairy Scheinfeld 

Sent: Monday, August 21 , 2000 2:22 PM 

To: Chuck Wilk 

Subject: RE: POiNT 


no problem, I underetand 


— Original Message — 

From: Chuck Wilk 

Sent: MOfKlay, Augua 21, 2000 3:19 PM 

Tiof 4»Ty-S<^nfetd- 

Subject: RE; POINT 

I would like to keep you on the sidelines or in our back pocket until we need a trump card (lots of cliches). It may be 
that given the current atmosphere we need to pay the law firms more and give them a guarantee. 


— Ordinal Message — 

From: Larry Sc^infeid 

Sent: Moncfey, August 21 . 2000 1 2: 1 6 PM 

To: Chuck WSk 

Cc: Jeff Greenstein; Andrew J Robt»ns 

Subject: RE: POINT 

would it be of any help to you if i called Bryan Cave 

— -CWgjnal Message- — 

From: (2iuckWilk 

Sent: Monday, August 21, 2000 11:55 AM 

To; Larry SchKnftfd 

Cc: Jeff Greai^dn; Andrew J Robbins 

Subject: RE: POINT 

As Of now, 1 would guess no losses for 2000 but we could start a trade that had 2001 losses. Akin Gump has 
written this opinion for a corporate client but they definetly require more time between events that we did on 
the first three trades. Jim Bari^ is back from vacation this week and I will speak with him on opening. Bryan 
Cave is a remote possibility (given their fee structure). I believe Shemian and Sterling opined for the 
Lehman trade and i will try to get a contact name. Jeff and I spoke and decided that in future trades we will 
try to have bank borrowing and actual cash purchases. All that said if we can get a firm committment to 
opine and we started early in September and we had favorable market vioatility) we may be able to generate 
2000 loss. 

-^-Original Message — 

From: Larry ScheinfeW 

Sent: Monday, August 21.2000 6:00 AM 

To: Chuck WOK 

Cc; Jeff Greerrstein; AfKlrew J Robbins 

Subject; POINT 

Will we be able to do any more transactions this year ?? I want to get back to two clients who are pretty 
far down the road. I would think 9/1 5 would be a drop dead date. Do you anticipate hearing bac^ from 
any reputable firms ? I want to be honest with these fwospects. I also have several meetings set up that i 
think ! should probably postpone . 


Permanent SubcoDunittec on Investigatiops 
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From: Eric M. Schuehle 

Sent: Wednesday, September 27, 2000 12:15 PM 

To: Christopher Hirata; Conversion Trade 

Subject: RE: Point Names Ideas 


I give them aD a 10.. ..I don't like them. 

— Original Message — 

Froni: Christopher Hirata 

Sent: Wednesday. September 27. 2K)0 10:14 AM 

To: Conversiwi Trade 

Sob^r RE-Pcrfnt-Names-ldeas 

Everyone rank these from 1 to 10 

Sienna Trading Partneis, LLC 
Coral Trading Partners. LLC 
Cerulean Trading Partners, LLC 
Cobalt Trading Partners, LLC 
Chestnut Trading Partners. LLC 
Orchid Trading ParOiers. LLC 
Vermillion Trading Partners, LLC 
Veridian Trading Partners, LLC 
Mahogany Trading Partners, LLC 


— Original Mes«®e — 

From: Brian Hanson 

Sent: W«)nesday. SeiiA^ber 27. 2000 9:53 AM 

To: Cwveraon Trade 

Subject: RE: Point Names ideas 


I was working with a limited list of colors (not the whole box of 64) - 1 like the additions. Metals sound cool. I 


— Original Message — 

From: Christopher Hirata 

Sent: Wednesday. September 27, 2000 9:45 AM 

To: Conversion Trade 

Subject: RE: Point Names Ideas 

Don't know if I like this theme. Here are some more Ideas though (some approved off the original list, 
some new). How about metals? (i.e. Steel, Titanium, Platinum, etc.) 

Sienna 

Coral 

Cyan 

Silver 

Cerulean 

Chestnut 

Mahogany 

Shadow 

Orchid 

Cobalt 


— Orig^i Message — 

Frwn: Brian Hanson 

Sent: Wednesday, September 27. 20009:32 AM 

To; ConverfflOT Trade 


Permanent Subcommittee on lavestigations 
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Subject: Point Names Ideas 

azure 

sienna 

magenta 

Indigo 

coral 

cyan 

orchid 

aquamarine 

ivory 

silver 

Maybe we pick a color that correlates to their first or last name? 
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From: 

Brian Hanson 

Sent: 

Tuesday. September 26. 2000 6:49 PM 

To; 

'Raj Puri (euram)' 

Cc: 

Cbristoiirfier Hirata; Eric M. Schuehle 

Subject; 

Draft Docs 

Raj. 



Here are the documents, along with a brief summary of the changes made, for your review. Please do not take the 

changesiocgtanled. lD__Qitef,wards._p]gase reyiew them thoroughly yoursel f for accu racy and relevance to the “big 

picture". 

Retained. New or Modified Documents 

Purchase Agreements: 

1 . Investing G.P. will buy a minority interest from Selling G.P. 

2. Investing L.P. will buy a majority interest from Selling L.P. 

3. All references to seller financing removed 

4. All references to future payment dates removed 

5. All references to option purchases removed 

6. Change dates 

Contribution Agreement 

1 . Should remain the same except for number of shares and Appendix w/new portfolio 

2, Change dates 

Novation Agreement 

1 . Ali references to buyer being responsible for collaterai removed. 

2. Specifically state that the full collateral repayment obligatian remains with the original pady. 

3. Change dates 

Stock Lending Unwind Agreement (New) 

1 . This document should be drafted to reflect the fact that the investor, via the Delaware LP, is calling the portfolio of 
stocks from Jackstones pursuant to their rights under the Lending Agreement. I think that, if worded properly, this 
document could replace the Tripartite Set-Off Agreement and Unvrlnd and Purchase Agreement. Since payment Is 
made In full on day one and this document shows all shares being transferred to the LP on day one, the Tripadite 
Agreement seems unnecessary. The Unwind docurnem is no longer valid since the purchase is fully funded up front. 
Let’s Just make sure that the LP is clearly not liable to repay any of the collateral obligation that Jackstones has to 
Bamville 

Global Call Warrant 
1 , Change dates and amounts 

Subscription Agreement 
1 . Change dates and amounts 

Warrant Termination 
1 . Change dates and amounts 



Purchase Purchase Contribution Novation.doc Slock Lending Siirscription 

Agreemets #l.doc AgreemHit #2.<!oc Agreementdoc Jnwind Agreement. Agreement.doc 



Wanantdoc 


Permanent Subcommittee on fnvesfipattons I 
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Wamint 

Unv^nd.doc 


Obsolete Documents 


Promissory Note 

1 . All rmancing to be done through Bank - applications, etc.. 

Put Option Confirmation 

1 . We will use Bank tetnpalesTor ixihfirmations 

Call Option Confinnation 
1 . We will use Bank templates for confirmations 

Termination Agreement 
1 . We will use Bank templates for terminations 

Unwind and Purchase Agreement - see above 

Tripartite Set-Off Agreement - see above 


Miscellaneous 

We need to make sure that a Bank account gets set up for Jackstones. 

This PDF file, compiled by Eric Schuehle, details all recent (may be older than the June timeframe you Indicated) 
Corporate Actions for the stocks in the portfolio. Please update your spreadsheets to reflect this activity. 



Poitpdf 


Sony about the long, yet necessary email. Please let me know if you have any questions about the documents. As you 
mentioned earlier to Chris, and I agree, it is In all of our best interests to come up with documents that will work for all 
trades from the start. Let’s work closely together on these to get them right. 

I hope all is well on your side of the pond. 

Brian 


2 
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Brian M. Hnnsoiv Chris M. Hirala, Sara M. Hunt 


T7«tra(iefOT5abwis-hec<nnii^raBierinuninent We have heeiasledhy the client to present th«n with two scenarios. Onebask^wiihlo^esat 
$750M and orte lasket with IKOOM. Only one basket wUl be chosen at the «id of the day but sinn the econmnks have iM)t yet been nailed down we 
fwed to be prepared to consider both scenarios. Each reenam has the same equities wid\ discing share amounts. Also, please note that the ^(XIM 
basket mdudes 7^,000 sham of ADP that the $750M does not have. Shares fmn previously f»rop(»ed trades you have reviewed have been ignored 
since the shares are considered "fiisi come firet serve”. 

I need you to verify that the per share basis values are correct, tiat shares uttder either scenario are available and that total losses tobd out to the 

as shown. Raj, I luu)w that this goes vrithout saying and that it is the case in every trade we do but 1 have been told d\at there is absolutely no ma^in for 
error with this trade due to its size and our exc^ent relationship with the dient. 1 cannot stress m}Ugh that we make sure that evoy thing ties out as far 
as the available shares and emresponding Icsses. If you feel it necessary, perhaps someone from BamviBe should even take a look. 1 do not mean to 
sound cond^redxng or demanding, just pa^g on what has been passed on to me. 

1 look forward to a favorable review erf die baskets. If you have any questions about the ba^ts or the pending trade in, general, feel free to contact me 
atC^) 

Thanks 


Redacted by the Permanent 
Subcommittee on Investigations 


PermaBept Subcommittee op Investigations 
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= Redacted by the Permanent 
Subcommittee on Investigations 


George Wendier/HBUS/HSBC 
08/30/2001 11:37 AM 



To Robert Treanor/ 

Albert Yi 
cc Schrej 
Pai 
bcc 


Sut^ect Saban's additona! $77 million request^ 


i think you'll agree this difference in the deal does not materially change the credit particularly, 

witti $70mm being protected by the collar!! 

if you agree I wou ld ask yo u, albert and msty to ca ll phtf hargreave s with the cha nge a nd inf orm him this 

lias lain and my endorsement and eildt his comments or approval I dont know whether this 

change will require he go back to the Chairman but lets see whether he has any issue. 


Robert Treanor on 30 Aug 2001 10:57 
Robert Treanor on 30 Aug 2001 10:57 


From: Rc^rt Treanor 

TtHe: Executive \flce President 

WorkGroup: RNB Domestic Lending Support 


Note 

30 Aug 2001 10:57 

tS! 

Location: 

MaH Size: 


(1212) I 
452 SlhAve, Floor 03 
33635 


To: George Wendler 

Subject Saban's addrtonal $77 million request 


here is their addendum i told rusty we are very reticent to go back to ghq and that griff agreed . he will talk 
it over with griff and petri 




- Forwarded by Robert Treanr 


I on 08/30/2001 10:56 AM > 


Mary Pan 

29 Aug 2001 11:27 


To: Robert Treanor 

cc: Albert Yu, at al 

Subject Saban's additona! $77 million request 


Bob, 

Attached please find the memo recommending the increase. Pis advise if you have any questions. 
Many thanks. 



Silverlight-addition.dor 


strictly CoBfldtotitl 
Not for OrcBtoiioa 

SnbcomnJRce Mesbcrt tad Staff On^ 


Permanent Subcommittee on Investigations 
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Recommendation for Ammendment 
of Incremental S77 million Loan 
to Silverlieht Enterprises L.P. 
Owned by Haim Saban 


Request 


Approval is recommended for an incremental $77 million loan and a fully collateralized equity collar on 
&70 million of shares to Silverlight, L.P.; the collar is intended to provide a guaranteed market value on the 
^eilateFal-fer-theHm^r-ipaft-©f-Ae-loafh-^is-Feeomme*idaH©n is based-on^- 

• High Quality Collateral: 

- $70 million of liquid shares with an equity collar provided by HBUS via the Derivatives & 
Structured Products in New York, guaranteeing $70 million minimum market value at maturity. 

• Additional Collateral 

$832 million in proceeds from part of the sale of Fox Family Worldwide (FFW) to Disney 

- $17 million in marketable securities and $21.6 million in LP (hedge fund) interest 

• Guarantee of Titanium Trading Company which will hold an additional $752 million of FFW. HSBC 
will have assignment of the proceeds of these FFW shares as well. 

All other terms and conditions remain unchanged as per previously approved. 

Total Collateral: $2,423 million 
Total Exposure: $807 million (LTV 33%) 

Excluding Collar: $123 million (LTV 7.4%) 

Reason for Request 

The reason for the request is that Silverlight has an. additional basis, which it wants to defer. At this time 
$70 million dollar portfolio with the appropriate losses have become available and Silverlight wishes to take 
advantage of this opportunity. The additional $7 million is to pay the collar premium and other expenses. 

Conclusion 


At a 90% LTV against the collared stocks, the additional exposure of $14 million will be secured by the 
existing $ 1 .663 billion of collateral. This will increase our LTV on the collateral not secured by the collars 
from 6.55% to 7.4% only. In view of the short-term nature of the facility and our substantial poo! of 
collateral, approval is recommended. 


StrkUy Coofideotial 
Not ror Oreulsllon 

Subcommittee Meroben imi StuB 0*dy 
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Russeit Schreiber/HBUS/HSBC 
09/07/2001 04:18 PM 


cwilki 


bcc 



Jo DaleRamquist 
Christopher Hirata 


Subject Re: saban basketQ 


Dale- 

I spoke to Chuck. I'm not sure that you benefit that much from cutting out the five positions versus 
reducing the number of shares. Optimum might be to delete two positions and reduce ADP. 

~Rusl^ 


Dale Ramquist 



on 07 Sep 2001 14:57 



Dale Ramquist < 



n 07 Sep 2001 14:57 


To: Russell Schmiber 

cc: Christopher Hirata 

Subject: saban basket 


This message originated from the Internet. Its originator may or 
may not be who they claim to be and the Information contained In 
the message and any attachments may or may not be accurate. 


hey rusty- 

the loss amount has been revlsed--again{!) can you call myself or chris 
hirate vjri^y^^ahve a mornent^want to discuss a couple of perameters i'm 
at 206fl|^^B, Chris is at fllllBthank you. sir! 


Permanent Sttbcommittee on Investigations 
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09/05C001 11:11 PM 


To 

cc 

bcc 

Subject 


Russell Schreiber/l- 


**•***♦♦•***••*******♦****•**********•**••***••-*»•*••*••••*•*•***•••**••*** 

This message originated from the Internet. Its originator may or 
may not be who they claim to be and the infomiation contained in 
the message and any attachments may or may not be accurate. 


Rusty, 

In response to your email to Chuck, here is the summary of activity for the 
next week; 

Friday - September 7. 2001 ; Bamville Limited ("Bamville") contributes 
stock (via novation of a lending agreement with Jackstones Limited 
(■Jackstones*)) to Titanium Trading Partners LLC ("I ifO- 
Monday - September 10. 2001; HSBC Bank USACHSBtr) loans $800 million to 
Silveriighl Enterprises L.P. CSilveriighn. Jackstones purchases stock 
portfolio (T+3) and defivers slock to TTP pursuant to the unwind of the 
stock lending agreement. TTP purchases 100V108% collar on the stock 
portfolio from HSBC (T+3). 

Tuesday - September 1 1 , 2001 : Silveriight contributes the loan proceeds to 

Titanium Acquisition Corp. (TAC“). 

Wednesday - September 12. 2001: TAC purchases 99% interest in TTP from 
Bamville. HSBC loans ~$B million to Cheryl Saban. Cheryl Saban purchases 1% 
Interest in TTP from EAICS. TAC contributes remaining cash to TTP. 

Thursday - September 1 3. 2001 : Jackstones pays HSBC for purchase of the 
stock portfolio. TTP pays HSBC for purchase of the 100%108% collar. 

Also, attached is the latest version of the stock portfolio using closing 
prices as of today. September 5th. Lastly, the collar will be struck at 
100%/108% and should expire Januaiy 2, 2002 (“115 days based on a trade date 
of September 10, 2001). 

«Basket 09.05.01.xls» 

Regards, 

Chris Hirata 

Quellos Custom Strategies, LLC 
Phone; (206) 613-6700 
Fax: (206) 613-6713 

This message and any attachments may contain txrnfidenlial information and is 
intended only for ihe individual or individuals named. All electronic mail 
sent to or from this address will be received by Quellos Group, LLC or an 
affiliate's electronic mail system and is subject to retention and review by 
someone other than the party to whom such mail was addressed. If you are 
not a named addressee you should not disseminate, distribute or copy this 
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electronic mail. Please notify the sender immediately by electronic mail if 
you have received this electronic mail by mistake and delete Biis electronic 
mail from your system. Electronic mail transmission cannot be guaranteed to 
be secure or error-free, and may arrive later than intended, be intercepted, 
corrupted, w contain viruses. Tbe sender therefore does not accept 
liabify for any errors or omissions in the ramtents of this message which 
arise as a result of defeds due to transmission. This message is provided 
for inforaiational purposes only and should not be constroed as a 
sofidtation or offer to buy or sell any securities or related financial 
insbuments. 



- Basket 09.05.01 .xls 


StHc^ ConfideDtia! 

Cm* OrcuIatioB 

Subcommittee Membett and Staff Onb' 
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Titaniiim Trading Partners LLC 

Hypothetical Partfiilio as of 9/5^1 


Ticker 

Name 

Date 

ADBE 

Adobe Systems, Inc 

9/5/2001 

ADP 

Automatic Data Processing Inc. 

9/5/mi 

AMAT 

Applied Materials, Inc . 

9/5/2001 

AMCC 

Applied Micro Circuits Corporation 

9/5/2001 

AOL 

AOL Time Warner, Inc 

9/5/2001 

BEAS 

BEA Systems, Inc 

9/5/2001 

BGEN 


9/5/2001 

BRCD 

Brocade Communication Systems, Inc 

9/5/2001 

ecu 

Qear Channel Communications, Inc. 

9/5/2001 

CSCO 

Cisco S)tstems, Inc. 

9/5/2001 

DELL 

Dell Computer Corporation 

9/5/2001 

EBAY 

eBay, Inc 

9/5/2001 

MU 

Micron Technology, Inc 

9/5/MOl 

NOK 

Nokia Corporation 

9/5/2001 

ORCL 

Grade Corporation 

9/5/2001 

PCS 

Sprint PCS Group 

9/5/2001 

Q 

Qwest Commimications International, Inc. 

9/5/2001 

SUNW 

Sun Microsystems, Inc 

9/5/2001 

TER 

Teradyne, Inc 

9/5/2001 

VRTS 

VERETAS Software Corporation 

9/5/2001 

WCX)M 

WorldCom Group 

9/5/2001 

XUNX 

XDtoglnc. 

9/5/2001 


Stricfly CenRdential 
Not for Orctttotion 

Sabconraittee Meirtwart isd Staff Otiy 
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Shares 

Price 

Purchase Price 

1,728,000 

32J2000 

55,641,600 

1,7334»0 

51.0600 

88,486,980 

1,120,000 

42.0700 

47,118,400 

300,000 

13.4700 

4,041,000 

1,649485 

36.7500 

60,618374 

1,000,000 

14.4600 

14,460,000 

9B,516 

60.6600 

57340381 

400,000 

20300 

8,0964)00 

973,596 

48.6000 

47316,766 

350,0)0 

14.8800 

5308,000 

2384)00 

223800 

50,086,440 

138,462 

54.6500 

84,076,948 

138,000 

. 36.0000 

46,728,000 

300,000 

13.8500 

4,155,000 

1304)00 

1Z0700 

15,691,000 

1,756,000 

233600 

41,898,160 

239,181 

203500 

47368,415 

3004)00 

10.6300 

3,189,000 

14)874)00 

303700 

32,903,490 

3004)00 

25.1000 

7330,000 

300,000 

133500 

4,005,000 

138,000 

38.1700 

46,109360 


Total Portfolio Purchase Price 772,568,413 
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MaiyPaitfHBUSmSBC 
08/20/2001 0335 PM 


To Russell Sdveiber/| 


cc 


bcc 

Subiec. 


• Bamvllie ami Jackstone ate Iste d Man entities owned by a tnjsl with mutual board members for bcKh 
enti^. Ultimately, members of Ute Queiios Group and some offshore partners are contrdting 
shareholders of these two entities. 

• Bam^dlle buys entitles wiff) tosses that existing shareholders can not use the tax dedudions . ie foreign 
entires wltti investrnem tosses in the US equity markets but can not write off the losses . 'Riey 
warehouse these fosses until a buyer is tocated that can take advantage of the situation . 

• Jadcstone \Mii short the stock hidings in the entities purchased by Bamviiie as a hedge and enters 
a stock borrowing arrangement with Bamviiie to secure the short position. 


SiricttyCoolidendtl HUI 0004041 

Not for Circulation 

Subcommittee Memberf and Starr Oaty 
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a9/26/2001 15:24 206-613-6713 SUELLOS P&3E 05/85 

' Zi/09 '01 HON 26:33 FAS @010 


RBPKBsonro mr this oionAt. warrant fna "Warrakxd have not been 
KE< a STSkE D AND WRJL WT BB RK3BTERED UNDER TBS UNfTED States SBOJRniK MJI OP 1951 AS 
(ME ^gCU RmSS ACn, AND TEADINO Dl HE WAMANIS HAS NCtt* BEEN AKIlOvaD BY THB 
ITOJRBS ■mADINfl OCWWISON <TH5 "CPTO VNWR WB UNnSD STAIES 
OOMKQPnY EXCHA}^ aCT (TMB •COMMOdlTf BOZANGB ACT). 1HB WABJUNTS, Ofi INTEXBSTS 
^ OKFSRBD, SOU>, RESOUJ, TRADED OR DEUVEEGEIX taSBCTLY <« 

®«HR5C11.Y, IN THE UNItBD SstaIBS QP AMBFJCA (INaimKO TKB STATES AND THE JD1S1XSCT OF 

< xaxiim K . at TamurcKES, irs possessions ano ot«br areas suaracr to jts jotbrictiok 

cmng> STAlES^ OS SBt3£Cn.Y OR WO rRSCDUY OPISCEDi SQLD> SKOLD, TSASBO OR l®JVERH> TO. <Hl 
P OR tu t ACCOlW OR BENEPtr OP AKV P2aS»l rD-9. FexKar} W»0 i$ CO AN INDIVIDUAL WHO 1$ A 
“anUENT OF Tra DWreo STATWj or m a CaumATEJN. parinbukd or otbsr entoy 
iWfnsosrATRs or any PowncALsuewvffioNTHBRaffOR 

WHICH HAS rra PRMCtf AJUyi^ OP BUSSSSS W THE UNDED STATESj <». (SS MfY ESTATS GR TRUST 
wow S WWaCT TO UNITED STATOS FEDERAL WC^O TAXATKN RBOABDLBSS OPTBB SOffllCB <» RS 
InOOifcfis: OR flV) A NY T fcUST IP A COURT WPnTTN TffE UHTTED STATES tS ABUB TO B»UCUI!R PRBAARY 

SUPERVISION Cn^ ITffi ADMlNtSTIUTlON OF THE TRWrr A)0 IF CRffi (» MORE UNnro STATES TSOSTE^ 

^^^^jy./^^ ™^TO OaKD U>LALLSUflSr/^^ DfiOSlONS OPTHE TRUSTS OK tV) A I»fiSE»IPlAN 
WRC8»5 CHI PRINCIPAIS OF A COKPOKATION, ftAftTNBRSlOP OR CmCER aTOTY 

^ CHUaWBBD nUraPAUY PC« passive IKYBOTSawr, ten 

^ MORE OF THE BBNEIECttL WTSRESTS W WHICH ARE HELD SY PERSONS DESCaOSeD IN fIV 
"'Si!?* FORMED PRWCPAliYimiHEITJMOSEOPINVB«M^ 

SUCH P6RSa« W A COMMODITY POOL TKB OPBKATOR Of WWCM IS EXEMPT FROM CSETAm 
REODlATIOWBy VaOUE OFTTS PAROTAKIB BSWOtS 
UA PERSON! Wl (VID ANY OTHBK *TJA FBBSCR^ AS SUCH TCKM MAY BB i>EFB'6eX> 84 RZKIULAtSaNS 
TTO SBCORinES ACT OR W SE&IIATTCINS ADOPTCO UNDER 1535 COMMCBMIV STOKaHOE act. IN 
Cffmta, SALES. RE^AISS. -JRADES OR DELlVBftISS 

DnaETO TBmiQN, dirbctlv or iNpiRecTLv iw nre unitbd stat® or to. or for 

BBianr o? u.s. kbsons mat coNstmire a violation op untied states law 

^ RMAUB. TRADE OR DBLWIRY 

® flomECELY, wmaN ike uniied statbs or to. or for tor account or senefjt 
C^AU.S.PBRS0NW1UN0TBBRBCXXS43SED. 


TITANnjM TRflJ)ING PARTNBRS jULC 

(ihe ‘%suer'’3 

global warrant 

iQiskitia&toa 

Basket of Shares of Coit^nfes in ihs US Tedsoolosy Sector due 21 SeptesabeY 2006 

TTiis slobe! wazxaat (the ‘^CBobdl Wairairf') TdptBssnis a duly authodsed issue of 1000 
Wttrants (the “Warrants” and each ddb a •‘Warraar) In relaflon id a Bukei of Shares of 
Companies la fijc US Todioology Sector due 21 Sqjtembej 2006. The Global Wamnt is 
subject to the attached terms and coeditiems (tlie “CondUiODs”). 


The Global Wamost shall be govcEned by and constroed in accordance wlUi Jaw. 

In witness Miereof this Global Wawant has been csccuicd by Tltanhro Tiadlng Partners LLC 
as a deed poll and delivered on the day and year Grs* below written. 

Dated 21 Septeu^ 2001 

SlO'lED as a deed ) 

by ’ntaniiiin Trains Psurtners LLC ) 

■b*Ce-<rr»C cP 

Inttepiesenceof: 

Whotais* sigoMure 

Name; ... 

Addle®: Cxv^chJ 
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THE WARRANTS REPRESENTED BY THIS GLOBAL WARRANT (THE “WARRANTS") HAVE NOT BEEN 
TOGISTCREB -ANB -Wlfct -N OT 0E -R E0 I 3T E RED WDER ^ f H e - UN i rEP - STA T eS -S E CT Rl T l E rACTTJF -I TO; AS 
AMENDED (THE “SECURITIES ACT), AND TRADING IN THE WARRANTS HAS NOT BEEN APPROVED BY THE 
UNITED STATES COMMODITY FUTURES TRADING COMMISON (THE “CFTCT) UNDER THE UNITED STATES 
COMMODITY EXCHANGE ACT (THE “COMMODITY EXCHANGE ACT). THE WARRANTS, OR INTERESTS 
THEREIN, MAY NOT AT ANY TIME BE OFFERED. SOLD, RESOLD, TRADED OR DELIVERED. DIRECTLY OR 
INDIRECTLY, IN THE UNITED STATES OF AMERICA (INCLUDING THE STATES AND THE DISTRICT OF 
COLUMBIA), ITS TERRITORIES. ITS POSSESSIONS AND OTHER AREAS SUBJECT TO ITS JURISDICTION 
rUNITED STATES") OR DIRECTLY OR INDIRECTLY OFFERED, SOLD. RESOLD, TRADED OR DEUVERED TO, OR 
FOR THE ACCOUNT OR BENEFIT OF ANY PERSON (nj.S. PERSON") WHO IS (I) AN INDIVIDUAL WHO IS A 
CITIZEN OR RESIDENT OF THE UNITED STATES; OR (II) A CORPORATION, PARTNERSHIP OR OTHER ENTITY 
ORGANISED IN OR UNDER THE LAWS OF THE UNITED STATES OR ANY POLITICAL SUBDIVISION THEREOF OR 
WHICH HAS ITS PRINCIPAL PLACE OF BUSINESS IN THE UNITED STATES; OR (111) ANY ESTATE OR TRUST 
WHICH IS SUBJECT TO UNITED STATES FEDERAL INCOME TAXATION REGARDLESS OF THE SOURCE OF ITS 
INCOME; OR aV) ANY TRUST IF A COURT WITHIN THE UNITED STATES IS ABLE TO EXERCISE PRIMARY 
SUPERVISION OVER THE ADMINISTRATION OF THE TRUST AND IF ONE OR MORE UNITED STATES TRUSTEES 
HAVE THE AUTHORITY TO CONTROL ALL SUBSTANTIAL DECISIONS OF THE TRUST; OR (V) A PENSION PUN 
FOR THE EMPLOYEES, OFFICERS OR PRINCIPALS OF A CORPORATKW, PARTNERSHIP OR OTHER ENTITY 
DESCRIBED IN (II) ABOVE; OR (VI) ANY ENTITY ORGANISED PRINCIPALLY FOR PASSIVE INVESTMENT, TEN 
PER CENT OR MORE OF THE BENEFICIAL INTERESTS IN WHICH ARE HELD BY PERSONS DESCRIBED IN (I) 
THROUGH (V) ABOVE IF SUCH ENTITY WAS FORMED PRINCIPALLY FOR THE PURPOSE OF INVESTMENT BY 
SUCH PERSONS IN A COMMODITY POOL THE OPERATOR OF WHICH IS ' EXEMPT FROM CERTAIN 
REQUIREMENTS FROM PART 4 OF THE CFTC’S REGUUTIONS BY VIRTUE OF ITS PARTICIPANTS BEING NON- 
U.S. PERSONS; OR (Vll) ANY OTHER “U.S. PERSON" AS SUCH TERM MAY BE DEFINED IN REGULATIONS 
UNDER THE SECURITIES ACT OR IN REGUUTIONS ADOPTED UNDER THE COMMODITY EXCHANGE ACT. IN 
ADDITION IN THE ABSENCE OF RELIEF FROM THE CFTC. OFFERS, SALES. RE-SALES, TRADES OR DELIVERIES 
OF WARRANTS, OR INTERESTS THEREIN, DIRECTLY OR INDIRECTLY IN THE UNITED STATES OR TO, OR FOR 
THE ACCOUNT OR BENEFIT OF U.S. PERSONS MAY CONSTITUTE A VIOLATION OF UNITED STATES UW 
GOVERNING COMMODITIES TRADING, CONSEQUENTLY, ANY OFFER, SALE, RE-SALE, TRADE OR DELIVERY 
MADE, DIRECTLY OR INDIRECTLY, WITHIN THE UNITED STATES OR TO, OR FOR THE ACXXJUNT OR BENEFIT 
OF A U.S. PERSON WILL NOT BE RECOGNISED. 

TITANnnvi TRADING PARTNERS LLC 
(the “Issuer”) 

GLOBAL CALL WARRANT 
In relation to a 

Basket of Shares of Companies in the US Technology Sector due 2 1 September 2006 

This global warrant (the “Global Warrant”) represents a duly authorised issue of 1000 
warrants (the “Warrants” and each one a “Warrant”) in relation to a Basket of Shares of 
Companies in the US Technology Sector due 21 September 2006. The Global Warrant is 
subject to the attached terms and conditions (the “Conditions”). 


The Globa! Warrant shall be governed by and construed in accordance with English law. 


In witness whereof this Global Warrant has been executed by Titanium Trading Partners LLC 
as a deed poll and delivered on the day and year first below written. 

Dated 21 September 2001 


SIGNED as a deed ) 

by Titanium Trading Partners LLC ) 


In the presence of; 


Witness’ signature 


Name: 


Address; 
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TERMS AND CONDITIONS OF WARRANTS 
1. Definitions 
In these conditions: 

“Annouiiceinent Date” means (i) in respect of a Nationalisation, the date of the first public 
announcement of a firm intention to nationalise (whether or not amended or on the terms 
originally announced) that leads to the Nationalisation and (ii) in respect of an Insolvency, the 
date of the first public announcement of the institution of a proceeding or presentation of a 
petition or passing of a resolution (or other analogous procedure in any jurisdiction) that leads 
to the Insolvency, imeach case as determined by the Issuer. 

“Basket” means, with respect to a Warrant, a basket of shares comprising the Basket Shares 
specified in Schedule A hereto. 

“Basket Share” means any share that is for the time being comprised in the Basket. 

“Delivery Disruption” means, in the opinion of the Issuer, the failure of the Issuer to deliver 
on the Shares Settlement Date the requisite number of Basket Shares that is due solely to 
illiquidity in the market for such Basket Shares. 

“EAIB” means European American Investment Bank AG, a financial institution organised 
under the laws of Austria. 

“Exchange Notice” means a notice substantially in the form of the Exercise Notice as set out 
in Schedule A to these Conditions. 

“Exercise Price” means USD $1,153,292 per Warrant, less an amount (if any) equal to the 
net amount of any dividends payable on the Share Entitlement which are reflected by a 
change from cum dividend quotation to ex dividend quotation of the Basket Shares on the 
relevant Share Exchange(s) on any day falling after the Trade Date and on or before the 
Exercise Date. 

“Exercise Date” means 21 September 2006. 

“Insolvency” means that by reason of the voluntary or involuntary liquidation, bankruptcy or 
insolvency of or any analogous proceeding affecting the issuer of the Basket Shares are 
required to be transferred to a trustee, liquidator or other similar official, or (if holders of the 
Basket Shares become legally prohibited from transferring them. 

“Issue Date” means 21 September 2001 . 

“Merger Date” means, in respect of a Merger Event, the date upon which all holders of the 
necessary number of Basket Shares to constitute a Merger Event (other than, in the case of a 
take-over offer. Basket Shares owned or controlled by the offeror) have agreed to or have 
irrevocably become obliged to transfer their Basket Shares. 

"Merger Event" means, in respect of the Basket Shares, any (i) reclassification or change of 
such Basket Shares that results in a transfer of or an irrevocable commitment to transfer all 
such Basket Shares outstanding: (ii) consolidation, amalgamation or merger of the issuer of 
the Basket Shares with or into another entity (other than a consolidation, amalgamation or 
merger in which the issuer of the Basket Shares is the continuing entity and which does not 
result in any such reclassification or change of all such Basket Shares outstanding): or (iii) 
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other take-over offer for such Basket Shares that result in a transfer of or an irrevocable 
commitment to transfer all such Basket Shares (other than such Basket Shares owned or 



“Merger Event Settlement Amount” means an amount as determined by the Issuer which 
shall seek to preserve for the Holder(s) (as defined under Clause 2) the economic equivalent 
of any payment or delivery (assuming satisfaction of each applicable condition precedent) to 
which Ae Holdetfs) would have been entitled under the Warrant(s).after the date but for the 
occurrence of the Merger Event. 

“Nationalisation” means, with respect to any of the Basket Shares, all the Basket Shares or 
all the assets or substantially all the assets of the Issuer of the Basket Shares are natipnaHsed, 
expropriated or are otherwise required to be transferred to any governmental agency, 
authority or entity. 

“Nationalisation/lnsolvency Settlement Amount” means an amount determined by the 
Issuer which shall seek to preserve for the Holders(s) the economic equivalent of any 
payment or delivery (assuming satisfaction of each applicable condition precedent) to which 
the Holdeifs) would have been entitled under the Warrant (s) after that date but for the 
occurrence of the Nationalisation or Insolvency (as the case may be). 

“New Shares” means shares (whether of the offeror or a third party). 

“Other Consideration” means cash and/or any securities (other than New Shares) or assets 
(whether of the offeror or a third party). 

“Potential Adjustment Event” means, with respect to any of the Basket Shares: 

(a) a subdivision, consolidation or reclassification of the Basket Shares (unless a 
Merger Event), or a free distribution or dividend of any such Basket Shares to 
existing holders by way of a bonus, capitalisation or similar issue; 

(b) a distribution or dividend to existing holders of the Basket Shares of (i) such 
Basket Shares, or (ii) other share capital or securities granting the right to 
payment of dividends and/or the proceeds of liquidation of the issuer of the 
Basket Shares equally or proportionately with such payments to holders of 
such Basket Shares, or (iii) any other type of securities, rights or warrants or 
other assets, in any case for payment (cash or other) at less than the 
prevailing market price as determined by the Issuer; 

(c) an extraordinary dividend; 

(d) a call by the issuer of the Basket Shares whether out of profits or capital and 
whether the consideration for such repurchase Is cash, securities or otherwise; 
or 

(e) any other similar event that may have a diluting or concentrative effect on the 
theoretical value of the Basket Shares. 

“Settlement Business Day” means a day (other than Saturday or Sunday) on which each (i) 
banks in New York and the relevant Settlement System are open for business. 

“Settlement Disruption” means, in the opinion of the Issuer, any circumstance beyond the 
control of the Issuer as a result of which the relevant Settlement System cannot clear the 
transfer of the appropriate number of Basket Shares. ' 
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“Settlement System” means, with respect to Basket Shares, the system through which such 
shares - are customarily settl e d or any s uccessor to su e h -r cspective se tt lemen t s sys t e m s. -If t h e 
relevant settlement system ceases to settle the Basket Shares, the Issuer will, in its sole 
discretion, determine another manner of settlement of such Basket Shares. 

“Share Entitlement” means one Basket per Warrant. 

“Share Exchange” means, with respect to a Basket Share, NASDAQ, or such other stock 
exchange as the Issuer shall determine to be the principal stock exchange on which a Basket 
Share is listed or traded. 

“Share Settlement Date” means, subject to Condition 6, the fifth Settlement Business Day 
after the Exercise Date. 

“USD” means lawful currency of the United States of America. 

2. Form and Transfer 

The Warrants will at all times be represented by a Global Warrant which will not itself be 
transferable and which will be deposited with EAIB. Definitive warrants will not be issued. 

Notwithstanding any notice to the contrary, the person for the time being appearing in the 
books of EAIB as the holder of a Warrant shall, for all purposes, be treated by the Issuer and 
all other persons as the person who is from time to time entitled to exercise the Warrants, 
being the person who is recorded in the books of EAIB as the holder thereof (the “Holder” 
and, collectively, the “Holders”). 

All transactions involving the Warrants (including transfers), in the open market or otherwise, 
must be affected through an account at, and in accordance with any applicable rules and 
procedures of EAIB. Title to each Warrant will pass upon registration of the transfer in the 
books of the relevant Clearing System. The minimum trading lot for the Warrants is one 
Warrant and multiples of one Warrant thereafter. 

3. Status 

The Warrants (i) constitute unsecured and unsubordinated obligations of the Issuer, (ii) rank 

equally among themselves and (iii) at the date the Warrants were issued rank equally with all 
other present and future unsecured and unsubordinated obligations of the Issuer, other than 
obligations preferred by law. The underlying assets do not constitute obligations of the Issuer 
and the issue of Warrants shall not result in any rights or obligations arising on the Holder or 
the Issuer in respect of such underlying assets. Neither the Issuer nor the Holder is obliged 
(but it may) to purchase, hold or deliver (other than in accordance with these Conditions) any 
underlying assets. 

The Warrants are not secured by any of the Basket Shares or any other securities. 

4. Exercise Rights 

(a) Exercise Rights 

Each Warrant will, when duly exercised in accordance with the terms and conditions set out 
below, entitle the Holder to purchase from the Issuer the Basket in consideration of the 
payment of the Exercise Price. 
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(b) Issuer’s Obligations 

■In no - event s h a l l t h e I ss uer hav e any li a b i lity fo r i nd ir ec t ,- ineide nt al ercons eq ue nt ial damages 
(whether or not it has been advised of the possibility of such damages). 

The exercise and settlement of the Warrants is subject to all applicable fiscal and other laws, 
regulations and practices in force on and following the Exercise Date and/or the Share 
Settlement Date. 

The Issuer shall not incur any liability whatsoever if, after using its reasonable efforts, it is 
unable to effect the transactions contemplated as a result of any such laws, regulations or 
pTactices, _ 

(c) Prescription 

If an Exercise Motice for a Warrant has not been duly completed and delivered in accordance 
with the provisions of Condition 5 set out below, by 10:00am (London time) on the 
Expiration Date, than that Warrant shall become void. 

5. Exercise Procedure 

(a) Exercise Notice 

Subject to the exercise by the issuer of the Issuer Call Right in accordance with Condition 1 2, 
or the to prior cancellation by the Issuer in accordance with the provisions of Condition 13, 
the Warrants may be exercised on the Exercise Date by the Holder delivering a duly 
completed Exercise Notice to EAIB on or before 12.00am (London time) on such day. Any 
Exercise Notice delivered after 12.00am on the Exercise Date shall be void and of no effect. 

The Exercise Notice shall be in substantially the form set out in Schedule B hereto. 

(b) Verification 

Upon receiving an Exercise Notice, EAIB, shall verify that the person exercising the Warrants 
specified in the Exercise Notice is the Holder of those Warrants according to its books. 
Subject to such verification, EAIB will confirm to the Issuer the number of Warrants being 
exercised. 

If the number of Warrants being exercised specified in the Exercise Notice exceeds the 
number of Warrants in the warrant account specified in the relevant Exercise Notice, the 
Exercise Notice will be deemed to be null and void and EAIB, will notify the Issuer 
accordingly. If the number of Warrants being exercised specified in the Exercise specified in 
the Exercise Notice does not exceed the number of Warrants in EAIB’s account specified in 
the relevant Exercise Notice, then EAIB, will, on or before the. Share Settlement Date, debit 
the account of the relevant Holder with the Warrants being exercised. 

The Issuer will notify Holders as soon as reasonably practicable after it becomes aware of any 
Exercise Notice being invalid. 

(c) Settlement 

If a Warrant has been duly exercised in accordance with these conditions then on the Share 
Settlement Date the relevant Holder shall pay to the Issuer the Exercise Price and the Issuer 
shall transfer to the relevant Holder the Share Entitlement. 
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Such payment and such delivery will be made through the appropriate Settlement System at 
the account or by reference to an identification code notified to the Holders by the Warrant 
Agent - in th e -ea se- of th e- issu e r,-andy - i n thc - ea s c of the I lolde rsr as sefou tt n -t h e-l Ex er c i se 
Notice, on a delivery against payments basis (wherever possible through relevant Settlement 
System). 

(d) Effect of Exercise 

Unless the exercise is determined to be improper, (i) the delivery of an Exercise Notice in 
relation to a Warrant shall constitute an irrevocable election and undertaking by the Holder to 
exercise that Warrant and (ii) after delivery of the Exercise Notice the relevant Holder may 
not trMlfeeitherJegaljyr bCTrficiaJ^nership p£ or oth^ise^dea!:wjrt, te Warrants being 
exercised. Notwithstanding this, if following the delivery of an Exercise Notice, any Holder 
does transfer or attempt to transfer the Warrants referred to in the Exercise Notice (the 
“Exercised Warrants”), then the Holder will be liable to the Issuer for any losses, reasonable 
costs and expenses suffered or incurred by the Issuer including those suffered as result of the 
Issuer terminating any related hedging arrangements as a result of receiving the relevant 
Exercise Notice and subsequently (i) entering into replacement hedging arrangements in 
respect of the Exercised Warrants or (ii) paying any amount in relation to the Exercised 
Warrants either with or without having entered into replacement hedging arrangements. 

(e) Expenses 

A Holder exercising a Warrant shall pay (i) all expenses including, without limitation, all 
stamp, issue, registration, securities transfer or other similar taxes or duties (“expenses”), if 
any, payable in connection with the issue and/or exercise of the Warrants, (ii) all expenses 
involved in delivering the Exercise Notice. 

(f) Determinations 

Any determination as to whether a Warrant has been properly exercised shall be made by the 
Issuer and shall be conclusive and binding on the Holder of that Warrant. Any anempl to 
exercise a Warrant that is determined to be improper shall be null and void and a further 
attempt will be determined in relation to when the subsequent Exercise Notice is delivered. 
The Issuer and EAIB will endeavour to notify the Holder of an improperly exercised Warrant 
of the improper exercise as soon as possible upon becoming aware of such improper exercise. 
In the absence of negligence or wilful misconduct, the Issuer or EAIB, will not be liable to 
any persoii for any action taken or omitted to be taken by it in connection with the notification 
or determination of an improper exercise. The Issuer will not under any circumstances be 
liable for any acts or defaults of EAIB in relation to the performance of their duties in relation 
to the Warrants. 


(g) Global Warrant 

When a Warrant is exercised, the Issuer will advise EAIB, and EAIB will note the exercise on 
the Global Warrant and the number of Warrants represented by such Global Warrant shall be 
reduced by the cancellation of the Warrants exercised. 

6. Settlement Disruption 

If in the opinion of the Issuer there is a Settlement Disruption in relation to the Basket Shares 
which prevents delivery of such Basket Shares on the original Share Settlement Date, the 
Share Settlement Date will be the first succeeding day on which there is no Settlement 
Disruption provided always that, if Settlement Disruption prevents settlement on each of the 
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] 0 Settlement Business Days immediately following the original Share Settlement Date, (i) if 
such Basket Shares can be delivered in any other commercially reasonable manner, then the 
Share Se tt lement Da te -w i H-fae t he-first d^ - oivw h i ch settlemeii t- of - a"sa l e - of Baske t Sh a res 
executed on that lO"’ Settlement Business Day customarily would take place using such other 
commercially reasonable manner of delivery, and (ii) if such Shares cannot be delivered in 
any other commercially reasonable manner, then the Share Settlement Date will be postponed 
until delivery can be effected through the relevant Settlement System or in any other 
commercially reasonable manner! 

7. Delivery Disruption 

If in the opinion of-tbeJssuerahereJs^Deljyety_DisruptionJn_teJationJoJheBasketShares_ 
and the Iss||r has notified the relevant Holderfs) within one Settlement System Business Day 
following TO Exercise Date to that effect, then the Issuer may: 

(a) determine the obligation of the Holdeifs) and/or the Issuer to deliver such Basket 
Shares and the Issuer will pay an amount as it determines shall seek to preserve for 
the Holderfs) the economic equivalent of the relevant receipt or delivery, as the case 
may be, (assuming satisfaction of each applicable condition precedent) to which die 
Holdeifs) would have been entitled under the Warrant(s) after that date but for the 
occurrence of such Delivery Disruption, in which event the entitlements of the 
respective exercising Holder(s) to deliver or receive (as the case may be) such Basket 
Shares pursuant to such exercise shall cease and the Issuer’s obligations under the 
Warrant(s) shall be satisfied in full upon payment of such amount or 

(b) determine that the Issuer shall deliver on the Share Settlement Date such number of 
Basket Shares as it can deliver on that date and that the Issuer shall pay an amount 
which it determines shall- seek to preserve for the Holder(s) the economic equivalent 
of the delivery or receipt (as the case may be) of the remainder of the Basket Shares 
(assuming satisfaction of each applicable condition precedent) to which the Holder(s) 
would have been entitled under the Warrant(s) after that date but for the occurrence 
of such Delivery Disruption, in which event the entitlements of the respective 
exercising Holder(s) to deliver or receive (as the case may be) such Basket Shares 
pursuant to such exercise shall cease and the Issuer’s obligations under the Warrant(s) 
shall be satisfied in full upon payment of such amount. 

8. Adjustment 

The Issuer shall determine whether or not at any time a Potential Adjustment Event has 
occurred in relation to the Basket Shares and where it determines that such an event has 
occurred, the Issuer will determine whether such Potential Adjustment Event has a diluting or 
concentrative effect on the theoretical value of the Basket Shares and, if so, will make such 
adjustment as it considers appropriate, if any, to the Conditions (including adjusting the Share 
Exercise Price and/or the Share Entitlement, which the issuer determines to be appropriate to 
account for that diluting or concentrative effect and determine the effective date(s) of such 
adju5tment(s). 

9. Merger Event 

if, in the opinion of the Iss'uer. a Merger Event has occurred in relation to the Basket Shares, 
then the Issuer may: 

(a) make such adjustment as it considers appropriate, if any, to the Conditions (including 
adjusting the Share Exercise Price and^r the Share Entitlement), to account for such 
Merger Event and determine the effective date(s) of such adjustment(s); or 
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(b) determine that the Warrants shall be terminated, in which case the Warrants shall 
■e eas e to b e ex e rc i sab le- a s- o f the - Mc r gc r Da t e, (o r in the case of any Wan - a i its "which 
have been exercised but remain unsettled, the entitlements of the respective 
exercising Holderfs) to sell the Basket Shares pursuant to such exercise shall cease) 
and the Issuer’s obligations under the Warrants shall be satisfied in full upon payment 
of the Merger Event Settlement Amount. 

10. Nationalisation or Insolvency 

If, in the opinion of the Issuer, a Nationalisation or an Insolvency has occurred in relation to 
any of the B a sket Share s, then the Issuer may: • 

(a) make such adjustment as it considers appropriate, if any, to the Conditions (including 
adjusting the Basket, Exercise Price and/or the Share Entitlement), which the Issuer 
determines to be appropriate to account for such Nationalisation and/or Insolvency 
(as the case may be) and determine the effective date(s) of such adjustment(s); or 

(b) determine that the Warrants shall be terminated, in which case the Warrants shall 
cease to be exercisable as of the Announcement Date, (or in the case of the Warrants 
which have been exercised but remain unsettled, the entitlements of the respective 
exercising Holdeifs) to sell Basket Shares pursuant to such exercise shall cease) and 
the Issuer's obligations under the Warrants shall be satisfied in full upon payment of 
the Nationalisation/Insolvency Settlement Amount. 

11. Illegality and Force Majeure 

The Issuer shall have the right to terminate its obligations under the Warrants if it determines 
that it is or will become unlawful or impractical for it to carry out all or any of its obligations 
under the Warrants for any reason including, without limitation, as a result of compliance 
with any applicable present or future law, rule, regulation. Judgement, order or directive or 
with any requirement or request of any governmental, administrative, legislative or Judicial 
authority or power, in such circumstances, the Issuer shall, if and to the extent permitted by 
applicable law, pay to each Holder in respect of each Warrant held by him an amount 
determined by the Issuer as representing the fair market value of such Warrant immediately 
prior to such termination (ignoring such illegality or impracticality), less the cost to the Issuer 
of, or the loss realised by the Issuer on, unwinding any underlying related hedge 
arrangements, all as determined by the Issuer. 

12. Issuer Call Right 

The Issuer shall have the right (but not the obligation) to call for all (but not some only) of the 
Warrants outstanding at any time during the period commencing on the Issue Date and ending 
on the date falling 270 days thereafter upon giving no less than 10 (ten) days prior written 
notice to the Holders in accordance with Condition 20(b) stating the date (the “Call Date”) 
upon which the call of Warrants is to be made. On the Call Date, the Issuer shall credit to the 
account of each Holder (as such account(s) are notified to it by the Holders for such purpose) 
an amount equal to the Call Price per Warrant owned by the relevant Holder and upon such 
payment that Holder’s Warrants shall be cancelled and be of no further effect. 

For the purpose of the foregoing, the “Call Price” shall be an amount equal to the greater of 
(a) the subscription price for each Warrant (the “Subscription Price”) plus interest thereon for 
the period commencing on the Issue Date and ending on the Call Date (both dates inclusive) 
at a rate equal to the rate of interest at which the Issuer deposited money, or would have been 
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able to deposit money, during entirety of that period and (b) the Subscription Price plus SO per 
cent of the positive intrinsic value of each Warrant (if any) as at the Call Date. 

13. Purchase and Cancellation 

The Issuer or any of its affiliates may at any time purchase one or more of the Warrants at any 
price in the open market, by tender, by private treaty or otherwise. If a Warrant is purchased 
by the Issuer or its affiliate it may be cancelled, held or re-sold or otherwise dealt with. No 
Warrant that has been exercised or purchased and cancelled may be re-issued. 

14. Failure to Cover 

hor so long as the Warrants remain outstanding, the Issuer hereby undertakes: 

(a) to hold as beneficial owner all of the shares comprised in the Basket or 
otherwise to have enforceable rights to receive on demand delivery of such shares; 
and 

(b) not to accept, assume or undertake any liability relating to any or all of the 
shares comprised in the Basket (whether conditional or unconditional, present or 
future) insofar as any such liability would, if performed, impair or otherwise limit the 
Issuer’s ability to satisfy its obligations with respect to the Warrants 

provided that, if either (a) and (b) are at any time not satisfied by the Issuer, then the 
Issuer shall nevertheless be deemed to be in compliance with this undertaking if it 
also owns at that time readily realisable assets (which, for these purposes, shall 
include cash balances and listed securities) having an aggregate value of at least three 
times the amount that would be required to comply with (a) and (b) above (whether in 
purchasing additional shares or unwinding any liability). 

In the event that the Issuer fails to maintain its undertaking under this Condition, and does not 
remedy such remission within 10 days of such failure, then the Issuer shall be required to 
exercise its rights to call the Warrants from each Holder pursuant to Condition 1 2. 

15. Taxation 

The Issuer is not liable for or otherwise obliged to pay, and the relevant Holder shall pay, any 
tax, duty, charges, withholding or other payment which may arise as a result of, or in 
connection with the issue, ownership, transfer, exercise or enforcement of any Warrant, 
including, without limitation, the delivery of any amount of Basket Shares. The Issuer shall 
have the right, but not the duty, to withhold or deduct from any amount payable to the Holder, 
such amount as is necessary (i) for the payment of any such taxes, duties, charges, 
withholdings or other payments or (ii) for effecting reimbursement in accordance with the 
following sentence. The relevant Holder shall promptly reimburse the Issuer, if the Issuer is 
obliged to pay any tax, duty, charge, withholding or other payment referred to in this 
condition. 

16. Invalidity and Modification 

Should any of the provisions contained in these Conditions be or become invalid, the validity 
of the remaining provisions shall not be affected in any way. The Issuer will endeavour in 
good faith to replace the invalid or unenforceable provisions with valid provisions the 
economic effect of which comes as close as possible to that of the invalid or unenforceable 
provisions. 
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The Issuer may modily the Conditions without die consent of the Holders for the purposes of 
curing any ambiguity or correcting or supplementing any provision contained herein in any 


not materially prejudicial to the interests of the Holders. Notice of any such modification will 
be given to the Holders in accordance with Condition 20, but failure to give, or non-receipt of, 
such notice will not affect the validity of such modification. 


17. Further Issues 


The Issuer may, from time to time without the consent of the Holders, create and issue further 
Warrants which form a single series with the Warrants. 

18. Substitution • 

The Issuer may at any time, and from time to time, without the consent of the Holders, 
substitute for itself as obligor under the Warrants, any subsidiary or holding company of the 
Issuer or any subsidiary of such holding company which at the time of such substitution has 
the same credit rating as the Issuer (the “New Issuer”), provided that the New Issuer shall 
assume all obligations that the Issuer owes to the Holders under or in relation to the Warrants. 
If such substitution occurs, then any reference in these conditions to the Issuer shall be 
construed as a reference to the New Issuer. Any substitution will be promptly notified to the 
Holder in accordance with these conditions. In connection with any exercise by the Issuer of 
the right of the Substitution, the Issuer shall not be obliged to have regard to any of the 
consequences suffered by individual Holders as a result of the exercise by the Issuer of the 
right of substitution, including consequences resulting from the Holders being for any purpose 
domiciled or resident in, or otherwise connected with, or subject to the jurisdiction of any 
particular territory. No Holder shall be entitled to claim from the Issuer any indemnification 
or repayment in respect of any consequence suffered by the Holder as a result of the exercise 
by the Issuer of the right of substitution. 

19. Governing Law 

The Warrants are governed by and construed in accordance with the laws of England. The 
Issuer hereby irrevocably agrees for the exclusive benefit of each Holder that the courts of 
England are to have jurisdiction to settle any disputes which may arise out of or in connection 
with the Warrants and that accordingly any suit, action or proceeding (together in this 
paragraph referred to as “Proceedings") arising out of or in connection with the Warrants 
may be brought in such courts. Nothing in this paragraph shall limit the right of the bearer of 
any Warrant to take Proceedings in any other court of competent jurisdiction, whether 
concurrently or not. 

20. Warrant Agent 


The Initial “Warrant Agent” is European American Investment Bank AO and its specified 
office is its head office at Suite 10 Lillengasse 1,3"* Floor, A-lOlO, Vienna, Austria. 

The Issuer reserves the right at any time to vary or terminate the appointment of EAIB and to 
appoint other or additional Warrant Agents. Notice of any such termination or appointment 
and of any changes in the specified office of EAIB will be given to the Holders in accordance 
with these Conditions. 

EAIB is acting solely as agent of the Issuer and does not assume any obligation or duty to, or 
any relationship of agency or trust for or with, any Holder. 
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21. Notices 

(a) To the Issuer 

Notice may be given to the Issuer by delivering the notice in writing to the Issuer at 1 9 Mount 
Havelock, Douglas, Isle of Man or such other address as may notified to the Holders in 
accordance with these Conditions. 

(b) To the Holders 

Any notice to the Holders will be deemed to have been duly given to the Holders if the notice 
is given to EAlBToronwardtransmissrontothe Holdersr“ATTy suclrnoticeTShaltlseTteenredlo 
have been given by the Issuer to the Holders on the date the notice is given to EAIB. 

22. Determinations of the Issuer 

All calculations, determinations or other decisions by the Issuer pursuant to these Conditions 
(including where a matter is to be decided by reference to the Issuer’s opinion) shall (save in 
the case of manifest error) be made in the Issuer’s sole and absolute discretion and shall be 
final and binding on the Holder. The Issuer shall not have any responsibility for any errors or 
omissions in the calculation and determination of the any payment due under Conditions 6 to 
12 arising from such errors or omissions. 
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SCHEDULE A 
Share Basket 


Stock 

Ticker 

Company 

No of Shares 
in Basket 

ADBE 

Adobe Systems Inc 

1,728,000 

ADP 

Automatic Data Processing 

1,733,000 

AMAT 

Applied Materials Inc 

700,000 

AOL 

America Online 

2,649,485 

BGEN 

Biogen Inc 

953,516 

ecu 

Clear Channel 

973,596 

CSCO 

Cisco Systems 

2,000,000 

DELL 

Dell Computer 

2,238,000 

EBAY 

EBAY 

3,181,462 

INTC 

Intel Corp 

1,150,000 

MSFT 

Microsoft Inc 

745,000 

NOK 

Nokia Corp - Spon ADR 

900,000 

ORCL 

Oracle Corporation 

900,000 

PCS 

Sprint Corp (PCS Group) 

1,756,000 

Q 

QWEST 

2,339,181 

QCOM 

Qualcomm Inc 

575,000 

XLNX 

Xilinx 

1,000,000 
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SCHEDULES 


THIS EXERCISE NOTICE SHALL NOT BE EFFECTIVE UNLESS THE 
APPROPRIATE CERTIFICATION AS TO NON-BENEFICIAL OWNERSHIP HAS 
ALSO BEEN DELIVERED WHERE REQUIRED 


Titanium T rading Partners-fcfcC 
Warrants 
In relation to 

a Basket of Shares of Compan ies in the US Technology Sector due 2 1 September 2006 


Exercise Notice for Warrants 

1 . Name of the Holder of the Warrants 
(if joint Holders, insert all names) 

2. Address of the Holder 

(if joint Holders, insert the address of the first named Holder) 

3. Number of Warrants being exercised 

4. Warrant Account Details 

The Holder irrevocably instructs EAIB to debit its account, on or before the Share 
Settlement Date, with the Number of Warrants specified in section 3 of this notice. 

5. Undertaking 

The Holder undertakes to pay all expenses, including, without limitation, any 
applicable stamp duty and or any other duties or taxes due in connection with the 
exercise by the Holder of the Warrants and the Holder irrevocably instructs EAIB (i) 
to debit the account specified in section 4 of this notice with an amount equal to the 
sum of any such expenses, duties or taxes and (ii) to pay such expenses, duties or 
taxes. 

6. Signature of the Holder 

(If joint Holder’s, all Holder’s must sign) 

7. Date of this Notice 
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From: ^ “Shaikh Artati [/Wan.Shaikh ^ 
iSent: Tuesday, September 04, 2001 4:25 AM 

To: Brian Hanson (E-mail); Lana Phillips (E-mail) 

Cc: John Staddon (E-mail); Puri Rajan 

[Sublect: Titanium 


I = Redacted by the Permanent 
aihcommittee nn 1nvestigations_ 


CwWbutlonAgmt 
l=€lee- 


BoinEAlCSLetdoc 


NowQtionA^.doc 


Sut»crtpHonAorrtt-cloc 


Purchase Ajjml I. doc 


VAiffont un%«^,<toc 


Bomvlle Board Rat 
A,doc 


Bornt^a Board Res 
B-doc 


EuromBocsrdRes 

A.doc 


EurornHSCLetdoc 


aarnKSBCialdoc 


joticHSBCLat.doc 


Dear All 


I've set out a summary o1 what was agreed on Friday's call and have attached, where necessary, 
updated documents. 


Operating Agreement 

I suggested that the cleanest way forward would be to attach both the Contribution Agreement 
and the letter/consenl between Bamville and EAICS as schedules and be mentioned in the 
existing schedule concerning contributions. Lana is checking this and is due to provide a 
of the Operating Agreement I think this Is the most important document that needs to be finalised 
as any serious amendments will have knock on elfects on the other documentation. 

Contribution Agreement 
A redraft Is attached. 


«Contribution Agmt 1 .doc» 

Letter Agreemenl/Consent Bamvllle/EAICS 

I’ve now reviewed the written consent document. As Brian stated on the telephone Its content is 
very similar to that of the letter agreement I produced earlier. I do not have an issue on the 
format. The one dillerance is that the letter outlines why EAICS has a 1% Interest. We agreed 
that whatever documentation was going to bo used, this point had to be incorporated Into it. Lana 
agreed to check the documentation and come back with a revised consent document or 
comments on my letter. The draft letter agreement is attached. 

«BamEAICSLBt.doc» 

Novation Agreement 


A redraft is attached. 

«Novat!on Agmt.doc» 

Global Warrant and Subscription Agreement 


Revised drafts are attached incorporating Brian's comments, 
«Warrant.doc» «Subscription Agmt.doc» 

Purchase Agreements 


Permanent Siihconiinittee on Investigations 

EXHIBIT #66 - FN 375 
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A revised purchase agreement for TAC and Barnville is attached, it should incorporate the 
changes we discussed. 

in respect of the purchase agreement for Cheryl Saban and EAICS, 1 am still waiting lor 
confirmation of the purchase methodology. The current proposal is that the payment will be 
delayed for a period (with a backstop date of 31 December 2001 ). Ms Saban will issue a 
promissory note to cover that period. The proposed interest rate being Libor plus 25bp. I should 
have a redraft of this purchase agreement by your open tomorrow. 


«Purohase Agmt 1 .doc» 


Redrafts are attached. 

«Unwind.doc» «Warrant unwind.doc» 

Titanium Trading Partners Consents 

I’ve reviewed the acceptances of the Operating Agreement by TAC and Chery! Saban. Both are 
fine. 

You have produced 4 Members consents. In general, I have very tew comments on them. The 
basic difficulty is that they all look very similar and only work when executed and signed in a 
particular order. I think the order should be made clear by, perhaps, Incorporating the order in the 
title of the document. The current order does not seem to work. 

The order should be: 

1 . Written consent EAICS/Barnville re appointment of EAICS as Managing Member (NB my 
comments above) 

2. Written consent of Managing Member (EAICS) 

3. Written consent of Members (EAICS/TAC) 

4. Written consent of Majority Member (TAC) 

My specific comments on each of these (using my numbering) are: 

1 . Already stated above 

2. A genera! comment for each of these is that defined terms from the Operating Agreement are 
used without defining them in the Consents. For ease of understanding a line such as 
“Capitalised terms not otherwise defined In this Consent shall bear the same meanings given 
to them in the Operating Agreement of the Company" could be inserted. The third para 

should read “RESOLVED, That EAICS, as Managing Member of the Company ”. The date 

also needs to be updated. 

3. 2"^ line of 2^ para should state “..the Members hereby appoint TAC and replace EAICS as 
the sole Managing Member...". Again the date needs to be updated. 

4. The first line should state “...the Majority Member and Managing Member...” and the third 
para should read "RESOLVED, That TAC. as Managing Member of the Company,...”. The 
date also needs to be updated. 


Barnville/EAICS Board Minutes 

Redrafts are attached. 

«Bamviile Board Res A.doc» «Bamville Board Res B.doc» «Euram Board 
Res A.doo» 
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Payment Instructions to HSBC 

Draft instruction tetters from EAICS, Bamville and Jaokstones are attached. 

«EuramHSBC Let.doc» «BamHSBCLet.doc» «JackHSBCLet.doc» 

Accountants Letter/ Sellers Opinion 
Both are progressing nicely. 

I have noted Brian's comments re the Seller's opinion. Brian - please confirm that this is required 
solely for Bamville and that jmu accept that by asking a lawyer to opine on executed documents, 
the opinion can only be delivered after completion. 

Drafts of these documents will be foraarded as soon as they have been produced by the 
accountants/lawyers. 

General 

All documents should now have (where applicable) a counterparts clause. We are aiming to 
finalise all documents (other than perhaps the Accountants Letter/Sellers Opinion) by close wed 
(USA). 

Brian - can you clarify when signing will lake place. The trade date is the 10*’. I understand that 
the pricing will not be finalised until USA ctese on Monday, the prices will be forwarded to us and 
we will amend the documentation on our open on Tuesday. Should we therefore be lining up 
signatories for the 1 1*’? 

Originals of documents • have we agreed how many copies of each document should be signed? 
I think it should be one mors than the number of signatories per document. 

Brian/Lana - can we talk at around 4.30pm my time to discuss the above? 

Arfan 
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To 

cc 

bcc 


Russell 


Wilki 


Subjed 


This message originated from the Internet. originator may or 
may not be who they claim to be and the information contain^ in 
the message and any attachments may or may not be accurate. 

******♦****♦»*****•••*••**•*•*•••••■••****••**•**•****••*»••*•*••♦•*••*<•**• 


Rusty, 

In response to your email to Chuck, here is the summary of activity for the 
next week: 

Friday - September 7, 2001 ; Bamville Limited ("Bamville") contributes 
stock (via novation of a lending agreement with Jackstones Limited 
CJackstones")) to Titanium Trading Partners LLC ("TTP^. 

Monday - September 10, 2001: HSBC Bank USA ("HSBC^ loans $800 million to 
Silveriight Enterprises L.P. CSilvedight"). Jackstones purchases stock 
portfolio CT'''3} and delivers stock to TTP pursuant to the unwind of the 
stock lending agreement TTP purchases 100%/108% collar on the stock 
portfolio from HSBC (T+3). 

Tuesday - September 11, 2001: Silveriight contributes the loan proceeds to 
Titanium Acquisition Corp. pTAC"). 

Wednesday - September 1 2. 2001 ; TAC purchases 99% interest in TTP from 
Bamville. HSBC loans ~$8 million to Cheryl Saban. Cheryl Saban purchases 1% 
Interest in TTP from EAICS. TAC contributes remaining cash to TTP. 

Thursday - September 13, 2001: Jackstones pays HSBC for purchase of the 
stock portfolio. TTP pays HSBC for purchase of the 100%108% collar. 

Also, attached is the latest version of the stock portfolio uskig closing 
prices as of today, September Slh. Lastly, the collar will be strock at 
100%/108% and should expire January 2, 2002 ("115 days based on a trade date 
of September 10, 2001). 

«Basket 09.05.01 .xls» 

Regards, 

Chris Hirata 

Quellos Custom Strategies, LLC 
Phone:(206)613-6700 
Fax: (206)613-6713 

This message and any attachments may contain conTidenlial information and is 
intended only for the individual or individuals named. All electronic mail 
sent to or from this address will be received by Quellos Group, LLC or an 
affiliate's electronic mail system and Is subject to retention and review by 
someone other than the party to whom such mail was addressed. If you are 
not a named addressee you should not disseminate, distribute or copy this 
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electronic mail. Please notify tiie sender immediately by electronic mail if 
you have received this electronic mail mistake and delete this electronic 
mail from your system. Electronic mail transmission cannot be guaranteed to 
be secure or enor-free, and may arrive later than intended, be intercepted, 
comipted, or contain vinises. The sender therefore does not accept 
liability for any errors or omissions in the contents (rf this message which 
arise as a result of defects due to transmission. This message is prowded 
for informational purposes only and should not be construed as a 
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Christopher Hirata 


From: 

Christopher Hirata 

Sent: 

Thursday, SeptembeL 

To: 

'ru5sell.schrelber@H 

Subject: 

Revised schedule 

Rusty, 



2001 4:02 PM 


mmh = Redacted by the Permanent 

Subcommittee on Investigations 


Below Is the new and improved timeline pursuant to our discussions earlier today; 

Monday -September 10, 2001: HSBC Bank USA (’HSBC")loans $800 million to Silverli^'Enterprises LP'. 

("Silvefilght*). Bamviile Limited {"Bamvlile’) corrtributes stock (via novation of a lending agreement with Jackstones 
Limited ('Jackstones")) to Titanium Tradkig Partners U.C (TTP^. 

Tuesday - September 11, 2001: Silverilght contributes the loan proceeds to Titanium Acquisition Corp. ("TAG"). 

Wednesday • September 12, 2001 : TAC purchases 99% interest in TTP from Bamviile. HSBC loans ~$8 milllcm to Cheryl 
Saban. Cheryl Saban pleases 1% Interest In TTP from EAICS. TAC and Cheryl Saban contribute remaining cash from 
their respechve HSBC ic^ns to TTP. Jackstones purchases stock portfolio and delivers stock to TTP pursuant to the 
unwind of toe stock lending agreement. TTP purchases 100%/108% collar on toe stock portfolio from HSBC using cash 
contributed by TAC and Cheryl S^an. 

Please note that on Wednesday the 12th, the cash will flow from TAC to Bamviile to Jackstones to HSBC as requested. 
One important note - toe interest credit for toe toree day settlement period should be credited to TTP, TAC, or Silverlight 
rather than Jackstones. (Petoaps this can be done by adjusting the loan interest charged to Silverlight.) 

Give Chuck or me a call if you have any questions. 


CWgJnal Message — 

From: CMstopber Hirata 

Sent: Wednesday, 8:12 PM 

To: ^$sell.sclve^^MpMlBB^ 

Ce: WOk 

Subject: 

Rusty, 

In response to your email to Chuck, here is toe summary of activity for the next week; 


Friday - September 7, 2001 : Bami^lie Limited ('Barnvitle”) contributes stock (via novation of a lending agreement with 
Jacrfcstones Limited ("Jackstones')) to Titanium Trading Partners LLC ('TTP'). 

Monday - September 10, 2001: HSBC Bank USA ("HSBC) toans $800 million to Silverlight Enterprises L.P. 
(“Silverlight'). Jackstones purchases stock portfolio (T+3) and delivers stock to TTP pursuant to the unwind bf the stock 
lending agreement. TTP purchases 1(X)%/108% collar on the stock portfolio from HSBC (T+3). 


Tuesday - ^ptember 1 1 , 2001 : Silverlight contributes the loan proceeds to Titanium Acquisiticm Corp. (TAC). 

Wednesday - September 12, 200V. TAC purchases 99% interest in TTP from Bamviile. HSBC loar^ -$8 million to Cheryl 
Sal;^. Cheryl Saban pur^ases 1% interest in TTP from EAICS. TAC contributes remaining cash to TTP. 


Thursday - September 13, 2001 : Jackstones pays HSBC for purchase of the stock portfolio. TTP pays HSBC for 
purchase of the 100%108% colter. 
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Also, attached is the latest version of the stock portfolio using closing prices as of today, September 5th. Lastly, the collar 
will be struck at 100%/10e% and should expire January 2, 2002 (-115 days based on a trade date of September 10, 
2001 ). 





Regards, 

Chris Hirata 

Quelios Custom Strategies, LLC 
Fax: {206)613-6713 

This message and any attachments may contain confidential Information and Is blended only for the IndIvWuat or 
Indivkluais named. AH electronic mail sent to or from this address will be received by Quelios Group, LLC or an affiliate’s 
electronic mail system and Is subject to relation and review by someone other than the party u> whom such mail was 
addressed. If you are not a named addressee you should not disseminate, distribute or copy this electronic mail. Please 
notify the sender immediately by electronic mail If you have received this electronic mail by mistake and delete this 
electrcH)ic mail from your system. Eiec^nic mail transmission cannot be guaranteed U> be or error-free, and may 
arrive later than intended, be btemc^ted, corrupted, or contain viruses. The sender therefore does not accept liability for 
any errors or omissions in the contents of this message which arise as a result of defects due to transmission. This 
message is provided for informational purposes only should not be construed as a solicitation or offer to buy or seii 
any securities or related financial bstruments. 
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Redacted by the Permanent 
Subcommittee on Investigations; 


Maty PanMBUSmSBC 
09/13/2001 07:04 PM 


To 


Albeit Yt 


bcc 

SilveiHgW Enteiprises, L,P. 

Subject 


tussell 


In liflht of the market situation, the stock market will only reopen on Monday 9/17/01 but it may not be 
feasible to purchase $760 million of stocks and execute the collar transaction of this size until a few days 
later when the market Is settled. However, to meet the tax code requirement, Sitverllght must he funded 
by 9/1 7/01 before we can have the collar In place. Approval is thus requested to allow funding of the loan 
on 9/17f01 (subject to proper documentation) with the funds being placed in a collateralized account in 
nameof Sihrerllght Enterprises, UP. unUI the collar can be executed. Since the loan will be fully secured 
by cash placed in an overnight money market account controlled by HSBC, approval is recommended. 


Strictly ConndentUi 

Nftt for Orcutalioo Uttt nnn. ^ 
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= Redacted by the Permanent 
Subcommittee on Investigations 


Russell SchreIberiHBUS«SBC 
09/13/a)01 07:12 PM 


To Maiy 
qc Albert Yi 
bcc 



Subject 


Re: SSvertIght Enterpiises, LP. 

i 


In light of the market situation, the stock market will only reopen on Monday 9/17/01 but It may not be 
feasible' to purchase $760 mBIon of stocks and execute the collar transaction of this size until a few days 
later when the market is setBed. However, to meet business purpose and tax code requirement, 
Silverlight must be funded by 9/17/01 before we can have the collar in place. Should the simtBateous 
purchase of the shares and the collar not be executed by 9/30/01 , the loan will be due and repaid in foil. 
Approval is thus requested to allow funding of the loan on 9/17/01 (subject to proper dcxxrmentaOon) with 
the funds being placed In a collateralized account In name of Silverlight Enterprises , LP. until the collar 
can be executed. Sinra the loan will be folly secured by cash placed in an overnight money market 
account controlled by HSBC, approval is recommended. 


Mary Pan 

- 

Mary Pan 
13 Sep 2001 19:04 

To: Albert Yu. etal 

Subject: Silvertlght Enterprises, L.P. 


In light of the market situation, the stock market will only reopen on Monday 9/17/01 but it may not be 
feasible to purchase $760 million of stocks and execute the collar transaction of this size until a few days 
later when the market is settled. However, to meet the tax code requirement, Silvedight must be funded 
by 9/17/01 before we can have the collar in place. Approval is thus requested to allow funding of the loan 
on 9/17/01 (subject to proper documentation) with the funds being placed In a collateralized account in 
name of Silverlight Enterprises, LP. until the collar can be executed. Since the loan will be fully secured 
by cash placed in an overnight money market account controlled by HSBC, approval is recommended. 


Slritll>CoTinaeoil,l 
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Chnck Wilk Representatioii Certificate 
for Utanium Trading Partners LLC Federal Income Tax Opinion 

In connection with the opinion to be deEvcred by Bryan Cave LLP to Haim Saban, in his 
capacity as President of Utanium Acquisition Corporation (“TAC”) which is the managing 
member of Titanium Trading Partners IXC ("TTP"), and recognizing (1) that Bryan Cave LLP 
wU rely upon the following representations in issuing its tax opinion (“Tax Opinion”) to TTP, 
and (2) that the tax opinions set forth therein may not be accurate if any of the following 
representations are not accurate in all material respects. Chuck Wilk, of Quellos Custom 
Strategies , LL C ("Quellos”), her eby certifie s that the following representations are true, correct 
and complete to the best of his knowledge. 

Unless otherwise specified, all capitalized terms used herein without definition shall have 
the meanings assigned to them in the Tax Opinion. 

1. I have reviewed the “Facts” section of the Tax Opinion, and flie “Facts” section 
accurately and completely describes all of the material transactions and discussions set 
forth therein. 

2. I am not aware of any other transactions or discussions, other than those set forth in the 
“Facts" section of the Tax Opinion, that are material to the transactions described therein. 

3. Quellos received the books and records of TTP for die periods prior to 
September 24, 2001 from Euram and provided Bryan Cave TT P with a copy of such 
books and records in connection with the Tax Opinion. 

4. The gains and losses recognized by TIP on the sale of the Portfolio and the unwind of 
the Collar are set forth on Schedules A and B . respectively, attached hereto and which 
have been verified by Quellos as accurate. 


of 


mtness ^ 


WHEREOF, I have signed this Reprcsentafen Certificate this 
: . 2002 . 



buck Wilk 

of Quellos Custom Strategies, LLC 


NvoiDocscnmz 
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452 Fifth Ave26/F 
New York, New Yoric 10018 
Phone: 212-525-5370 
Fax: 212-5250^ 


HSBC Bank USA 


To; Nancy Schultz From; Mary Agnes 


Fax: 

310-5575201 

Date: Au8Im14,2004 


PhotMK 

310-5575151 

Pages: 11 


Re: 

Stetement 

CC: 


D Urgent 

X For Re^ew 

□ Please Cominent □ Please Reply 

□ Please Recycle 


Nancy, 


Statement attached as per your request 


Mary 
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mmmmmmm - Redacted by the Penmnent 
^^^^_SijbcomniitteewUn^ 

King 8c Spalding lu? 

1700 Pennsylvania Avenue, N.W. 
Washington, D.C. 20006*4706 
Fax: 202/626-3737 

Eleanor Hill 

Direct Dial: 202/626-2955 
E-mail: ehiU@kslaw.coni 

PBTVTI.FnKn AND CONFIDENTIAL 


July 13, 2006 


Mr. Robert L. Roach 

Minority Counsel and Chief Investigator 

Permanent Subcommittee on Investigations, 

Committee on Homeland Security and 

Governmental Affairs 

United States Senate 

SR-199 Russell Senate Office Building 

Washington, D.C. 20510 


Dear Bob: 

You have asked for a summary description of the steps involved in certain 
transactions that took place in 2001 involving our client Mr. Haim Saban and certain non- 
U.S. entities. As you know, none of the counsel now representing Mr. Saban in connection 
with these transactions was counsel to Mr. Saban in 2001 when such transactions look place. 
Subject to that understanding and without waiving any work product or other privileges, we 
are, in an effort to be responsive to your request, providing the information contained herein. 

It is the understanding of counsel that there were two separate, but related 
transactions involving Silverlight Enterprises, L.P. ("Silverlight") and Titanium Trading 
Partners LLC ("TTP") — the Silverlight Transaction and the TTP Transaction — and that the 
steps involved in those transactions generally took place between late-September 2001 
(when Titanium Acquisition Corporation (’TAC”) acquired its interest in TTP from a non- 
U.S. entity) and mid-November 2001 (when TTP disposed of the Portfolio, as defined 
below) as follows: 


(i) The Silverlight Transaction: 

• From its formation in 1992 as an investment partnership, Silverlight had owned a 
substantial interest in the entertainment and media business that eventually became 
Fox Family Worldwide, Inc, {"FFWW”). 


In early 2001, the partners of Silverlight were^lassJVaveEnto^sesJUPj^l^ 
general partner, and Mr. Sa ban, Mrs. Saban, ( 

Varid Cassano Associates ( 
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On August 31, 2001, 5161 Corporadon (now known as Saban Capital Group, Inc.) 
replaced Glass Wave as the general partner of Silverlight. 


o The substitution of 5161 for Glass Wave was accomplished by Mr. Saban 
contributing a portion of his partnership interest in Glass Wave to 5161. 

o Glass Wave contributed its assets (except its Silverlight partnership interest) 
to Silverlight and then liquidated, distributing the Silverlight partnership 
interest to its partners (including 5161) in complete liquidation of their 
interests in Glass Wave. 

• Pursuant to a Credit Agreement dated September 21, 2001, Silverlight borrowed 
$800 million from HSBC Bank USA ("HSBC"), contributed approximately $732 
million of the HSBC loan proceeds to TAG in exchange for the TAC stock and 
loaned approximately $67.8 million of the HSBC loan proceeds to TAC in exchange 
for the TAC Debenture. 

• On September 28, 2001, after the acquisition by TAC of a 99% membership interest 
in TTP (described below), Silverlight transferred the TAC stock to Mr. Saban and to 
Mrs. Saban and the TAC Debenture to Cassano. 

o Silverlight, which had made an IRC Section 754 election, stepped up the tax 
basis of its remaining assets in accordance with IRC Section 734(b)(1)(B), 
including a step up of approximately $760 million in the basis of its FFWW 
stock. 

• On October 24, 2001, after satisfaction of contractual conditions and the resolution 
of certain contractual disputes with The Walt Disney Company ("Disney"), 
Silverlight sold the FFWW stock to Disney and reported a loss of approximately $2 
million. 

• The proceeds of the Disney sale were applied to the repayment of the HSBC Loan. 

• Silverlight continues in existence as an investment partnership. 

Silverlight Transaction Documentation: 

The Silverlight Transaction is evidenced by the following documentation: 
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(it) The TTP Transaction: 

• According to a scries of stock purchase agreements, commencing in December 1999, 
Bamville acquired from Jackstones the rights to stock of certain technology 
companies and contemporaneously entered into a Securities Lending Agreement 
dated December 28, 1999. 

• According to the Operating Agreement of TTP and the Assignment of Rights 
Agreement, both dated September 21, 2001, Bamville contributed to TTP all of its 
rights to certain of these technology company stocks, as well as the rights to the 
stock of three other technology companies (collectively, the "Portfolio") and 
acquired a 99% membership interest. 

o Pursuant to several related agreements, including the Stock Loans Unwind 
Agreement, Jackstones was required to deliver to TTP the portion of the 
Portfolio that was subject to the Assignment of Rights Agreement, and the 
Securities Lending Agreement was terminated with respect to those 
securities. 

o Under IRC Section 723, TTP succeeded to Bamville's tax basis in the 
Portfolio. 

• According to the Operating Agreement of TIP and a letter attached thereto, both 
dated September 21, 2001, Euram agreed to contribute management and consulting 
services to TTP and acquired a 1% membership interest in TTP. 

• TTP also issued a long-dated coveted call option, dated September 21, 2001 
(documented as the Global Call Warrant), for which it received a premium. 

• Or^eptember 24, 2001, TAC purchased Bamville's 99% membership interest in 
TTP for approximately $768.8 million and Mrs. Saban purchased Euram's 1% 
membership interest in TTP for approximately $7.8 million. 

> Because TTP had not made an IRC Section 754 election, no basis adjustment was 
required as a result of the sale of the membership interest by Bamville. 

> According to the Operating Agreement of TTP dated September21, 2001, the 
aggregate value of the Portfolio at the effective date was approximately $768.9 
million, which was substantially less that the aggregate value of the Portfolio on the 
respective stock lending and purchase dates. 
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• TTP hedged its downside on the Portfolio by purchasing "at the market" put options 
on the Portfolio and partially offset the cost of the put options by issuing call options 
on the Portfolio having an aggregate exercise price of approximately $830 million 
(collectively, the "Collar"). 

• The expiration dates of the puts and calls making up the Collar were during the last 
two weeks of December 2001 . 

• TTP's net cost for the Collar was approximately $32 million. 

• On September 28, 2001, Silverlight transferred TAC stock to Mr. and Mrs. Saban. 

• On October 22, 2001, Mr. and Mrs. Saban contributed their FFWW stock (not 
including the Silverlight FFWW stock) through intermediaries to TTP. 

• On October 24, 2001, TTP sold the FFWW stock to Disney and reported a gain of 
approximately $686 million. 

• On November 12 and 13, 2001, TTP sold the Portfolio. 

o As a result, both the Collar and the long-dated covered call option were 
terminated. 

o TTP reported a net tax loss of approximately $699 million. 

• TTP continues in existence as an investment partnership, with TAC as its principal 
member. 

TTP Transaction Documentation: 


The TTP Transaction is evidenced by the following documentation: 
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You also asked that we provide the amounts of fees paid and indicate to whom they 
were paid. In connection with these transactions, and with negotiations with The News 
Corp. and the subsequent sale of FFWW stock to Disney, TTP, Silverlight and Mr. and Mrs. 
Saban, and various entities related to Mr. and Mrs. Saban, paid various legal, banking, and 
professional fees and expenses that were reported for tax years ending in 2001. We have not 
attempted to distinguish fees and expenses exclusively related to the negotiations with The 
News Corp. and the subsequent Disney sale from other fees and expenses because of the 
difficulty of separating the activities of the various professionals. It is our understanding 
that diese fees and expenses were allocated between TTP and Silverlight on the basis of the 
number of FFWW shares sold by each (approximately 52.59% to Silverlight and 47.41% to 
TTP). Additional fees and expenses (including $11 million to a WaU Street investment 
banking firm involved with The News Corp. negotiations and the FFWW sale, $13 million 
to resolve a third party claim to an equity interest in FFWW and approximately $400,000 to 
Matthew G. Krane, E^. for a variety of legal services, including services related to the 
transactions) were paid and reported in subsequent years. 

These fees and expenses reported in 2001, including those related to the negotiations 
with The News Corp. and the subsequent sale of the FFWW stock to Disney, were allocated 
to Silverlight and TTP, respectively, as follows; 


Professional fees and expenses Silverlight 'll'P 
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For agreements relating to Quellos Financial Advisors, LLC, Europ ean American 
Investment Bank AG, and Quellos Custom Strategies, LLC., see documents( 


As you know, this letter and many of the documents referenced herein concern 
matters relating to Mr. Saban's relationship with his family and to their personal finances. In 
that context, we request, on behalf of Mr. Saban, that confidential treatment be accorded to 
this letter and to the referenced documents. Should the Subcommittee, at any point, intend 
to make this letter or any of the documents public, we ask that you promptly notify us and 
allow us the opportunity to address the issues with you before the Subcommittee publicly 
discloses any of these materials. 


Please do not hesitate to call should you have any questions regarding this matter. 



Enclosures 

cc: Mr. Mark Nelson 

Mr. Stephen Gardner 
Mr. Milton Hjnnan 





2511 


flSBCO 

From: George WenKfter 

Titte: Senior Exec Vice F^esidertt 

WoritGroup: RNB Dowesfc l^rxfing Support 

To: Robert Trsanor, etal 

Sul]^ecl:l'i^>RaB^ROOTrTOT^^ 


Note 

22 Aug 2001 102S 

Tet <1212)525 60S 

Uiceliofu 452 5th Ave, Boor 03 

Mag Size: S?^ 


fyi. 


FmranJedl^GMiflsWeiKltertHBUSmSBC on 08(22/2001 102SAM 

XIIEP 

CitSHinrn£@HSBC 
»' 22 Ai« 2001 15:20 

Sent by: Lindsey Ke.LOW@HSec 

To; ' GeorQe Wendler , 

cc: lain Stewart, etal 

Our Ref: GHQ CRF 01 1680 Your Ref: 

Subject; NOfiaB GROUP: HAIM SABAN FAMILY GROUP 

Dear George 

NON-CB GROUP: HAIM SABAN FAMILY GROUP 
BORROWER: SILVERLIGHT ENTERPRISES LP - GRADE 2 

We concur, subject to your approval and the points raised by Russell Schreiber in his note dated 
22 August 200 1 . Ideally we would wish that Saban guarantee the transaction from the outset; 
this should be attempted albeit on a best endeavouzs basis. 

Yours sincerely 


P L Hargreaves 

Group Financial Risk Controller 
pkb/Ijk 


SW«lyConnde„Ua, 


HUI 0000720 
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CUSTOMER INFORMATION AND PROPOSAL - 
PRIVATE INDIVIDUALS I PRIVATE COMPANIES TEMPLATE 
SUBMITTING UNIT; (Private Banking) 


CUSTOMER(S): SHyerlight EaterpriSBS. UP. 

Bf^EnCIAL OWNER (CO): KaimSabaa 

ADDRESS: 10968 Witshtrc Blvd R 12 L.A. Ca 90024-3702 


OCCUPATION{PI): ENTERTAIN NATIONALITY (PI): USA OFFICER: J 

MENT ■ . - 

DATE STARTED (CO): 1994 COUNTRY OF INC{CO): OSA EXPIRATION; 

COMPLETE ICVC INFO(Yg»Wtf): Yes DATE ACCT. OPENED: 

LAST APPROVAL: _d*w 

SIC CODE 


DATE: 

CREDIT/COUNTRY GRADE: 

CREDIT REVIEW CODE0ATE: P 
CUSTOMER NUMI^: jM 

OFFICER: MPaa CODE: G 


CODE: GG8 

3/IS?^ 


APPLICATION FOR; 


Temp. Exteosioo 




t)S«c«iTcd UseofcreitK 





PURPOSE: To purchase an investment bolding company 

SrEPAYMHCT source / ADVANCE FORMULA(S) / MARGINS / SIGNIFICANT CONDITIONS / INTEREST FREQUS^CY ; Invmmem 
income, sedeofsUyek portfolio, sale itf privoie stocks. Loan to mature 5 Jays prior to mafuriO’ o/ collar. 





;'i.TC\v4'v' 




Pledged of Stock Portfolio collared by HSBC Derivatives Gp wiOt nunimum put value of $690 mtliion 
Pledge of mad^etable securities in custody account LTV 70% 

Assignment of LP interests in S investmmt partnerships LTV 25% . 

Pledge of Music Rights in St6! Corp LTV 40% 

Asagnment of sales proceeds of 4, 165,425 d»arcs of FFW hdd in Silv^UghL Shares to be heW In HSBC 
safdKCfnRg 

Assi^mefli of proceeds on 3,764,903 FFW shares to be held in Titanium. Shares to be held In H5CB 
safeket^g 


$690,000 

S62i,000 

17,700 

12,390 

2!,600 

5,400 

40,000 

16,000 

832,000 

249,600 

752,000 

225,600 


vj; Vt ' - i> I I M 


-i.' t n .1, , 


On-Btt«nce>Slieel (Diieet) 


Off'Salance-Shect (bMirecVConnngoU) 






Lass I Mondi DDA (Checking) Avesage 


Last 12 Month DDA (Checking) Avenge 


Last 12 Month U4DA (intocst bearing) Avera^ 












fesiiSsSsll 


StricUyCoiJidcnUal HUI 0000721 

Not For Circulation 
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OTHER ASSOTIATED RELATlONSHlI^t ( nUtud accounts A deposits) 
CUSTOMER LAST VISITED / CALLED ON: FErif with Haim Saban prior to dosing 
DOCUMEOTATION EXCEFriONSSUBJECT TO: 



] 


Prepared by: Maiy Agnes Pan 



Sirictly Con/ideny . 


HUI 0000722 
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Recontmendaiion For Approval 
$ 730 Mm&n 2I0~day Loan 
SUverlight Enterprises, L.P. 
owned by the Haim Sabatt family 


Executive Summary: 


Approval is recommended for a $730 mitiion dollar loan and a folly coHsneralized equity collar on $690 millicHi 
of shares to Silvcrlight Bateiprises, L.P.; the collar is intended to {Hovide a guarantee market value on Ac 
cothneral for Ac major part of the Ic^ This recommendation is based on: 

— ffi^t-^tadi ^ - CoU ate r al — 

- S 69Q million of liquid Aares wtA an equity collar provided by HBUS via Ae'Der^ttves & Stmcn^ 

York, g^rai^mg $6W miUt on minimum market value at matxi rity. 

• Additional Collat^ l ^ 

S832 million in pnxseeds part of Ac sale of Fox Family Worldwide (PFW) m Disney 

- $ 17 rniilicm m marketable securities and $2K6 mtUioo m LP (hed^e fond) mteiest 

• Gua rantee of TiAnium Tnuling Company which will hold an additional S7S2 million of FFW. HSBC will 
have assignment of Ae proceeds of Aese FFW shares as well 

• Guarantee of Safaa n, if Ae D isney purchase of Fox Family Worldwide is not completed wUhui 180 
days. (See Appendix: IV iS^S^Sibn Analysis) 

• Liqutd^ion of collared shares and collar can be accomplished wiAm one day wiA no rl^ to $690 milliori 
jarincrpa L It' the collar wwe to come to maturity, the shar^ could easily be sold wiAwt mark^ disruption. 

Appendix: V Stock Basket Liquidation) 

• Equity Collar is follv collat^lixed Aare-for^share and as such no countemartv r isk. 

Highly Profitable transaction wiA an estimated EP of$9.S2^g| ). 

tgh expected probability of foture busmess, p^dQlariy asseTmanagemenl and private banking foismess 
Support and approval by senior management in HBUS (Youssef Nasr), FB&M Americas (Iain Stewart, Joe 
’etri) and US Domestic Private Bankmg (Leslie Bains) 

Support and approval already provided by HBUS Qtief Credit Officer (George Wradler), HBUS Market 
Risk Management (Steve Geovanis and Tony Murphy) and, HBUS Legal (Angelo I^Mascolo and Cecile 
Hollevout) 


• ifi 
St 


Transaction Terms: 


Borrower: 

Purpose: 


Amount: 

Facility: 

R£Ue: 

Fee: 


Repa)^ent: 





Silveriight Emetprises. L.P 

To purchase Titanium LLC, a newly mcorporaied (Delaware) investment holding, company in 
connection wiA tax plaiuiing advised by Quellos group. (Quellos Is Wolfensohn's financial 
advisor.) 

$730,000,000.00 
2 10 day secured loan. 

Libor +1.00% 

0.25% up<front fee for loan secured by collared portfolio ($1 ,552,500) 

0.50% on loan balance ($545,000) 

Total: $2,097,500 

interest and Principal paid at maturity. Prepayment allowed. 


Collared Shares Collateral 

Market Value 


• Pledge of custody account ia HSBC i/ti/o Titanium LLC 
wfA a basket of Stocks collared by HSBC Derivatives 
& Stntctured Group wiA a mmimum put value of 
$690M. 

$690.0M 

$«2I.0M 
(90% CV) 

OA«' Collateral 


• Pledge of Marketable secunties in Silveriight valued a 

S 17.7 milUon in an HSBC collateral account 

$ 17.7M 

S 1S.9M 
(70% CV) 

• Assignment of LP mterest m 5 Averment partnership 
funds held m Silverli^t 

$ 21.6M 

$ 5.4M 
(25% CV) 


^icUy ConfldenUal 

HUI 0000723 
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• Pledge of Music ri^ts held in S I6i Cmp with annual 
income of $4.4 mtUion. Estimated market value: $40 
million 

$ 40.0M 

$ 16.0M 
(40% CV) 

• 4,165,425 (26%) shares of Fox Family Worldwide, Inc. 

(FFW) b Stlverli^t to be held m a safekeeping account 
*ui HSBC with ass^jnment of sales proceeds, (FFW sold 
for $3.2 billion cash to Disney). 

$S32.0M 

$249.6M 
(30% CV) 

• Assignment of i^oceeds of 3,764,903 FFW shares 
(23.5%) hansfeiTed to TiOinium Acquisitions 

$752.0M 

$225.6M 
(30% CV) 

• Pledge of all GP&LPbterestsmSiiveriightEntariHlses 
LP 

N/A 

N/A 

Asri^mtratofiOO%rstockinter^^ 

- N/A 

N/A 


Total Collasral I $2,353.3 M I $!,133.5M I 


Guarantors: 
Equity Collar: 


Additional 

Guarantee:- 




fitanium lra£ng Facets LJU:, 5161 Coipor^on. 

HBUS IKnivatives & Structwed Prothicts Group will proWde a collar cm die $690 millioD 
stock basket The collar is specifically collateralized by the associated shares and 
guaianteeiRg S690 million at matiiri^. 

If die Disney purchase of Fox is not consummated widi in 180 days, Haim Saban will 
personally guarantee the loan 


Profitability: 


Loan Income: 
Loan Fee: 

Net Interest 
Total 


$ '2,097,500 up-€ront 
$ 4,258,000 
$ 6.355.500 


Loan EP 


$ 5,934,900 


Annualized ROC for Collared Loan Portion: 1 78.57% 

Annualized ROC for Margin Loan Portion: 17.86% 


Derivaiives Income: 
Derivatives: 

Derivatives EP: 

Annualized ROC on Collar 


$ 3,500,000 
$ 3.388,000 
232.14% 


Other Income: 

Brok^age: 

Cu^^dy: 


$ 200.000 

$ 5,000 


Totol iaccune: 

Tc«a! EP: 

Risks & Risk Mitigapts 


$ 

s 


10.060.500 



Counterpart Credil Risk: 


• HBUS Chief Ocdit Officer, Geoige Wcndler, had provided approval, subject to GHQ CRM approval. 

• Estimated Value of collateral totals $2.46 billion versus an $730 million loan. Within the collateral, the 
collared shares are guaranteed to be worth $690 million at expiry. 

• The equity coll^ piovided by HBUS (Derivatives & Structured Products Group) will be coUatmlized 
share-for-'share and, henos, has no counterparty credit risk. 


2 
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• Al l shares wilj be held in custody accounts with HSB C. 

• Nej^er Sitvertight Enbarprises LP nor Titwium Trading Partnets, LLC may take on oAer debt 

• Pledge of 100% siodc interest in of Titanium Trading Partners, UX 

• Pledge of the GP &. ail LP intercuts of Silveritght Enteqmses, LP 

• Titanium Trading Paitncrs, LLC will have a stock borrowing j^ecmwtt with HBUS. This will reduce the 
cost of shorting die ^ock. 

• Assignment of proceeds of Disney purdb>ase of FFW shares to HSBC signed by Haim Sabm . 

• If the Diawy punidta^ of Fox Family Worldwide ts not comptefed widiin 1 80 da;^ of the commracement 
of the loan, Haim Saban will pcisonally guarantee the loan. Saban’s net worth is $1.734 billion. 


Market A. Liquidation Risks: 

• HBUS Head of Market Risk Manaeanent, Steve Geovants and Qiief Stratei^lc Officer, Tcaiy Murphy ha ve 
leviewed HBUS hedge strategy andfaave provided dietr approval m fee etmitv «)ilar from a marked ri sk 
perspective. 

• All die shates of market^le securities will be held In a custody account at HBUS Private Bank. 

• Collar wilt mauire over a period of 5-1 0 business days to reduce liquidity risk. 

• Loan will m^iue S days prior to the collar maturity. Thus, HSBC can control the simulteneous liquidation 
of the sto(dc and collar positions to ensure full loan repayment. 

• Even if die Disney acqubition of FFW were to fail, after the initial liquidation steps the LTV would still be 
below 10%. 

Legal A Documattalion Risks: 

• HBUS Head of Legal, Angelo Loroascolo and Cecil Holleyoet had provided approval, assuring that the 
legal structure can be Implemented and that the collateral can be properly secured. HBUS teg^ will 
explicitly opine that the structure is secure. 

• HBUS will use outsidecounsel in conjunction wtdi internal HSBC counsel <hi loan documents. 

• Borrower's counsel, to provide legal opinion. HSBC's attorney to provide opinion that the loan is properly 
documNited and position is secured 

• Counteiparlies will sign strong non-reliance language tn agreements. 

Conclusion 

This is an extremely attractive opportunity for HSBC. It will lead not only to a significant relationship in a key 

HSBC Group strategic client segment, but also the transaction generates significant EP with a very low risk 

proftle. We strongly recommend approval. 
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Appendices 

I Background page 5 

II Entities 

a. Silverlight Enterprises, LP i»ge 6 

b. Sabm - Consolidated pages 

c. 5161 Corporation page 10 

d. Titanium Acquisitions pageu 

e. Titanium Trading Partners, LLC page 1 1 

in Collateral Analysis page 13 

IV Transaction 

a. Conditions Precedent page is 

b. Cash Flows on Settlement page is 

c. Ownership Diagram page is 

d. Results page IS 

V Liquidation Analysis if planned Disney Acquisition Fail. 


VI Stock Basket Liquidation 

page 18 
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1. Background: 

Quellos is a financial and tax advisor specializing in wth n^ worth in excess of $200 million. HSBC 

have been working wi A (Relics for the past few years. Queilos handles, as an example, the financi^ makers of 
James D. Wolfensohn, Prr^ident of the Wwid and a HSBC Private Client. Queilos has been advising Mr. 
S^an for the past three years, especially in tax planning. 


Haim S^an is well known for introducing Power Rangers to the US entertainment market He is originally 
frrnn Egypt and immigrated to Israel, where he became a concert promoter. He lost a lot of mon^ after 
promoting a Japanese Band to tour hnael, whidh coincided with &e Yom Ki{:^ur War. Subsequently, he 
moved to France whom he started producing theme songs for TV shows. In 1980. S^an mov^ to Los Angeles 
and b(^n creating sound ^cks for cartoons and (»rbducmg low budget anun^on cartoons. He later 
with a Japanese friend from the ill«fated Israel tour who became successful in the J^anese diilcfren’s serial 
Iffograms. Huough this conneeUon, Saban started Saban Entertainment Inc. and in 1993 began to produce a 
s«ies of children’s show “MighQf Morphin Powct Rangers” which became an ovemaij^t success drawing over 4 
million viewem daily and the highest rated weekday show in most key children’s demr^i^h^. Saban made 
S?0 million in ravotue for die fust year and $10 million in pretax profiL With the enormous profit ot^ihed 
from the Power Rangos prt^rams and licensing of consumer products, Saban acquired 49.5% interest in Fox 
Family n^worte with News Corp as coowner. Saban also has an agreement witih News Corp., \^ich gives 
him die qition to sdl his 49 ownership of Fox Family to News Cotp. News Corp has Ihrcc choices: a) to 
buy Sabmi's stake in cash, b) bring in a paitna to buy Saban ’s stake or c) sell the entire operation. SM>an has 
ocercbed hb option recwtly and News Corp has decided to sell the entire network. A purchase agreement has 
been signed in which the network will be sold to Dbney for $ 53 billion ($3.2 billion cash, assumption of debt 
$2.1 billion). 

Mr. Saban is expected to receive SI. 584 billion cash from the sales proceeds. As part of hb investment 
pro,^am, to gain diversification and to minimize hb capital gains tax, Mr. Saban has dbcussed widi many tax 
consultants to seek expert advice. At the suggestion of hb attorneys and Quellos, Mr. Saban will be purchasing 
an offrhore entity, Titanium Trading Partners, Inc. which had substantial capital losses that he can use to o^et 
hb capital gains from die sale of FFW. To structure dib transaction, Silverlight Enterprises L.P. , a Saban 
family partnership will need to borrow $730 million to purchase Titanium. 
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n. Entities 

A. Silverlight Enterprises, LP: 

SHverli^t Enterprises L.P. is a pamieiship formed to own ihe personal holdings of Haim Saban with the 
fallowing partners: 


Haim S^an and wife Sheiyl Saban 

94% 

Trust for children 

5% 

General Panner-516t CoiporatioQ 

1% 

Total 

100% 


B^ance Sheet dated as of April 30, 2001 
$000 


Assets: 

Cash and Money Market Acorunts 100 

Accounts and Loans Receirable '* 3,012 

Marketable Securities 32,830 

Investment Partnerships 21,226 

Fox Family Worldwide, Inc, ® 832,000 

Total Assets 680,168 

UablllUes: 

Accnied Guaranteed Payment 653 

Total liabilities 653 

Partners' Capital 888,515 

Total liabiiiSes and Equity 863,166 


b Includes $2,8S0M receivable from Haim Saban and $162M receivable from an investment partnership. 
® SilveilighI owns q.165.<t2S shares of common stock out of a total of 16MM shares (26%). The value of 
Ihe holding was determined using market capitalization of $3.2 billion for the company. 


The information above is based on internally generated fmancial statements. Haim Saban owns 49.5% of Fox 
Family Worldwide, Inc. (FFW), a global children's-programming business, with News Corp, owning 49.3% 
and the remaining 1 .0% held by Ihe investment banking firm of Allen & Company. Saban’s 49.5% stake in 
FFW is held as follows: Silverlight owns approximately 26% rmd Saban Entertaiiunent Inc. owns the remaining 
23.5%. Late last year, Mr. Saban exercised his option to have News Corp. purchase his stake in FFW. 

However, since die two could not agree on a fair price they agreed to jointly sell the business. It was recently 
announced that Disney would purchase 100% of FFW for $32 billion in cash phis the assumption of $2.) 
billion in ddiL As a result of this sale, Haim Saban will receives I Jg billion for his mlerest in FFW 
(Silverlight’s share is $832 million). The deal with Disney does not include die U.S. Fox Kids Network in 
which Mr. Saban also has an ownership interest News Corp. will purchase Mr. Saban’s intaest in Fox Kids as 
well but for approximately $40 million. 

Approximately SISMM of the S32MM in marketabie securities owned by Silverlight is pledged as (a) collateral 
for lines of credit drat Haim Saban has with Northern Tnrst ($15.5MM) and (b) additional collateral for a 
Guifiaream V airplane loan that Noriease Inc. has to Saban (S35MM). The marketabie securities are all housed 
at Northeni Trust but are managed by different investment advisors including J.P. Morgan, U.S. Trust Simms 
Capital Management 

Investment in partnerships of SHMM represent investments in various hedge hinds as shown on the next page: 
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Fund Name 

Saban 

StraU^ 

jjU 

2^3311 

{^empOon 

Leverage 

s^s — 

Return 

BenctJPnark”" 
2000 Return 


1.2 








{Everest Caf^l Frmber, LP. 

1.2 

Mspi yield 








4.6 

MerpeAib. 


10 






HKfi 



7 

MonOdy 


EES 


S£SS£liliSaiUaHl 

HKE 








ITranspac Capital 1996 FuruJ 

2.6 









2.0 


ms 

4 

Quaftefty 





0.3 






H 



1.0 


ma 

I.S 






0.4 






HHI 


TdB 

■BS 


_ 







The above !0 UP. investments represented a diveisified portfolio managed by 10 diffment managos. The 
strategies ranged from high yield to merger arbitrage, energy, technology , long/shoit in US as well as in Israel. 
Some of these investments pay regular distributions while others are for lot® term investment A few have 
monthly and quarterly liquidity but some LP interests are illiquid with little or no m^etability 

Silveriight has no liabilities other than S6S3,000 of accnied guarantee payment in connection with a semi- 
annual guaranteed paymrat of $980,000 payable to the Class A partner on June 30, 2001. Shortly dreieafter, the 
partnership agreement will be amended to eliminate the guarani^ payment As such, Silwriight will have no 
liabilities or creditors. 

Income Statement for the 3-month period ended March 3t, 2001 ; 


Income; 


Interest Income 

22 

Dividend Income 

61 

Capital Gains or Losses 

458 

Other Gain/fLoss) 

-30 

Partnership Distributions 

595 

Total income 

1.106 

Investment Expenses 

72 

Net Income 

1,034 


For the three months ended 3/31/01, Silveriight derived the majority of its revenue from distributions from 
hedge funds ($595M) followed by capital gains on the marketable securities portfolio ($4S8M). Othw losses of 
$30M represent revenue taxed for calendar year 2000 but settled in 200 1 . As this is an investment holding 
company, returas/income are subject to performance of the portfolio managers and the overall market As 
such , annual revenue and income will be different year to year. 
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B. Haim Saban: 

Consotidated Balance Sheet dated aa of Mardi 31, 2001 
S0t» 


Assets: LlabWttes: 

CiHTent Assets Client Uabilifi^ 


Cash and Cash Equivalents 

3,956 

Income Taxes Payable 

200 

Maricetabla Securities 

' 69.031 

Payroll Tax Payable 

136 

Fixed income Securities 

6,478 

Liite of Cfwftt-Northem Trust Co. 

7,500 

htisoelianeous Receivables 

336 

Uf>e Cr^it-Nortitem Trust Co. 

8,000 

Total Ctrrent Assets 

79,801 

Music Payables 

475 



Total Current Uabilities 

16.311 

Other Investineots 




investment Partnerships 

35,389 

Long-Term Debt 


Real Estate Faitnerships (tax basis) ‘ 

173 

Noilease loan ((3V Aircraft) 

34,045 

Total Other Investments 

35,562 





Tot^ LiabUities 

50,356 

49.5 % Fox Family World Wide 

1,584,000 



Gulfstream V Aiitrati (purchase price) 

39,716 



Real Estate 




61 Beverly Parti (at co^) 

16,761 



Israel Real Estate (at cost) 

325 



24871 Muiholiand Higihway (at cost) 

487 



24217th StreeUatcost) 

1,509 



22368 Pacitic Coast H^hway (at cost) 

12.793 



Vtila Eden. Acs^ulco (at cost) 

7,736 



Total Real &taie 

39,611 



Personal Property 

3,604 



C^her Assets 

2,BSS 

Owner's Equity 

1.734,993 

Total Assets 

TTSSkOT 

Total Gabitities & Owner's Equity 

TTSSOT 


Haim Saban has 49.5% ownership interest in Fox Family Worldwide ($ I billion). Even excluding die FFW 
ownership, Saban has a net worth of SI SO militon. 

Abo, as noted in the 51^1 Corporation section the imistc library is not shown on the balance she^ as all costs 
have been hilly de{»eciated. *nie consolidated balance she^ a^ve includes the following entities Saban 
controls: 

• Silverli^t Enterprises (partnership) 

• Saban Eateitaininent Inc. 

• Cassano (partnership) 

• Glass Wave (partnership) 

• 5161 Coiporation (wholly-owned S Coip.) 

Fox ICids has been excluded. 

Of note alt bank debt b extended to Haim Saban personally. The GV aircraft and approxim^ly $ ! SMM m 
mruketable securities are pledged to lenders for the aircraft loan and S15.5MM in secured lines of credit off^ed 
by Northern Trust Co. 

The pro-fomia balance sheet below shows Saban*s financial position after the sale of Fox Family Worldwide to 
Disney. As noted, Saban has a 49.5% owno^htp interest in ^W. Since Dbncy b paying $3.2 billion in cash 
for FFW, Saban will collect $1.58 billion in cash. Based on tax advbe provided by the Quelios ^up, Saban b 
expected not to have any tax obligations from the sale of FFW, The tax liability Is being eliminated through 
Saban*s purchase of an investment portfolio with a substantial loss. In thb connection Saban intends to invest 
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$730MM, or approximately 50% of his share of the sates proceeds. In a basket of equities which HSBC will 
buiW a collar around with a loanable value of $627,2IM. According to QuelltB, Saban’s expenses in 
conitection with the execution of tax driven strategy is approximately $72MM including up-front loan 
commitinent fee, interest expense and collar premium, some of which Saban would, get back if die collar were 
unwound early. Saban will take out a loan of $730M wi* HSBC to finance dte acquisition of ttie stock 
portfolio widi a subsantial loss and to cover closing costs. 

Pio-Fomia Consolidated Balance Sheet 
$000 


Assets: UablHties: 


Proceeds bom SMe of FFWi 

1.584.000 

K^^loan 

rsttotn 

CoMaied Shares 

690,000 

UabiliUes as of Statenoents 3/31/01: 




CufrefU Lia^lides 

16.3t1 

Assets ban Balance Sheet did 3/31/01; 


U)ng>Tenn Debt 

34.D4S 

Current Assets 

79,801 

St^^'Tot^ 

50,358 

outer Investments 

35,562 



GVAltotan 

39,716 

Total LiabliHtes 

7«).3S6 

Real Estate 

39,611 



Other 

6.6S9 



Sub-Total . 

201.349 

Own^s Equity 

1,694,993 

Total Ass«s 

2,475.349 

Total LiaUHties & Owner's Equity 

2,475,349 


9. 


Strictly Confidential 
Not For Circulation 
Subcomnittlee Members & Sliitt Only 


Hur 0000731 



2523 


C. 5161 Corporation (wholly owned S Corp of Haim Saban): 


Balance Sheet dated as of April 30, 2001 
SOOQ 


Assets: 

Cash and MarketebteSeoirities 482 

Due from Avjet Cojp. 286 

Prepaid Taxes g 

Total Cunent Assets 770 

Fixed Assets: 

GiritetreamV Aircraft 35,579 

Shift Into Turt» 1 

TheNewAddamsFarefty 1 

LessAccumOep. GVAiicraft <84641 

Net Fixed Assets 27,1 1 7 

Otter Assets 100 

Ttrial Assets 27,987 

Uafalliaes: 

Accounts Payable 600 

Total Liabilities 600 

Sharehtriders' Equity 27,387 

Total Utilities and Equity 27,987 


5161 Coiporation is the general partner of Silveriight Enterprises L,P. and guarantor of the proposed facility, 

Its principal asset is a Gul&tream V jet The OV aircraii is shown at tax basis ($3 5.6MM) under Internal 
Revenue guidelines and is therefore lower than cost ($39.7MM). As shown below, 5161 Corporation derives 
revenues from three sources (Music library, GV airplane and miscellaneous income and general & 
administrative expenses). There is no value shown for the music library because the music copyrights have 
been fully depreciated. The music copyrights, however, generated approximately $4.4MM of net income in 
2000. Based on diis level of annual net income, the music library is worth an estimated $40MM based on 10 
times cash flow multiple. 

5161 Coiporation is a guarantor of a term loan from Norlease, Inc. to Haim Saban in the amount of $35MM. 
The GV is pledgte to Norlease as security for the guarantee. As previously noted, SIOMM of Silverlight’s 
marketable securities is pledged as addiUonal collateral for the aircrafr loan. Of note, 5161 Corp.’s guarantee of 
the aiimft loan is “non-recourse” to the corporation, in that it is enforceable only against the pledged assets and 
not against any other assets of the carporation. 
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locoroe Statement for the 12 months ended December 31, 2000: 



Airplane 

Music 

Corporate 

Total 

Income: 





Lease Income 

2.526 

- 

- 

2.526 

Royatty income 

- 

4.845 

- 

4,845 

interes^ividend Income 

- 

- 

21 

21 

Miscelianeous income 

85 



85 

Totad irKonte 

2.611 

4,845 

21 

7.477 

Expenses: 





Fuel 

589 

- 

- 

SSS" 

Maintenance 

183 


- 

183 

Oepredabon 

7,579 

- 

- 

7,579 

Composer Costs 

- 

418 

- 

418 

Legal Fees 

S 

- 

231 

236 

Acoounfing Fees 


- 

372 

372 

MisceHaneous Expenses 

250 

1 

11 

2B2 

Total Expenses 

8,606 

419 

614 

9,639 

Net tnccune 

(5,995) 

4,426 

(593) 

(2,162) 

Income Before Dei^edahon 




5,417 


For the 12 months ended 12/31/00, 5161 Corp. derived the major^ of its revenues from music copyrights. Of 
note, most of the music income was generated by BMI records (S3.8MM), with the rest contributed SACEM 

<$4i7M), ASCAP(S178M)and Saban's own company, Saban Enl^inment, Inc. ($449M). 5161 Coip.’s 
income before depreciatioo in 2000 was S5.4MM. 
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D. Titanium Acquisitions, LLC (C Corp.): 

Titanium Acquisitions, LLC, a Delaware company, was formed for the purpose of purchasing Titanium Trading 
Partners, LLC 

E. Titanium Trading Partners, LLC: 

Titanium Trading Partners, LLC, a Delaware company, is an investment company holding US marketable 
securities witfi a substantial loss with a market value of $690 million, the portfolio consists of the following: 


Slock 

Shares 

Price 

Value 1 

ADBE 

1,500,000 

33.9400 


ADP 

1,000,000 

49.4600 

49,460,000 

AMAT 

1,100,000 

44,1500 

48,565,000 

AMCC 

900,000 

15.9600 

14364,000 

AOL 

1,000,000 

. 38.6500 

38350,000 

BEAS 

900,000 

17.7800 

16,002,000 

BGEN 

900,000 


52,011,000 

BRCD 

900,000 

31.1200 

.283C®,000 

cru 

950,000 

53.6000 

50,920,000 

CSCO 

850,000 

17.2600 

14371,000 

DELL 

1,500W) 

25.8000 

38,700,000 

EBAY 


60.6000 

48,480,000 

MU 

1,000,000 

36.97(K) 

36,970,000 

NOK 

1,000,000 

18.7800 

18380,000 

ORCL 

1,000,000 

15.2000 

15300,000 

PCS 

1,000,000 

24.4100 

24,410,000 

Q 

2,000,000 

25.5600 

51,120300 

SUNW 

1,000,000 

15.1100 

15,110,000 

TER 

500,000 

31.8400 

15,920,000 

VRTS 

500,000 

34.0410 

17,020,500 

WCOM 

1,000,000 

13.9100 

13,910,000 

XLNX 

800,000 

37.9800 

30384,000 


Total PortfoUo ^9,565500 


HSBC will place a basket collar around these stocks with a minimum value of $690M. HSBCs loan to value is 
90% of the m'utimum value or $690M. All the stocks will be placed in an HSBC 05 Domestic Private Bank 
collateral custody account to secure the collar and the loan. 
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IK CoHateral Analysis 


Collateral Analysis: 
In$MM 


Basket of stocks with collar 

Mkt Value 

LTV 

Coll Value 

and minimum put value 

Pledge of Maiketable Securities 

690.0 

90% 

621.0 

in Silverlight 

Pledge of LP interest in 

17.7 

70% 

15.9 

L. P. funds 

Pledge of Music Rights in 

21.6 

25% 

5.4 

5161 Corp. 

Assignment of sales proceeds 
on 4,165,425 (26%) shares of 

Fox Family Worldwide, Inc. (FFW) 
own^ by Silverlight 

Shares to be held m HSBC 

40.0 

40% 

16.0 

safeke^uig account 

Assignment of sates proceeds 
on 3,764,903 (23.5%) ^ares of 

Fox Family Worldwide, Inc. 

(FFW) owned by Sj^an Ent, 

Shares to be transferred to 

Tft^luni LLC and to be held 

832.0 

30% 

249.6 

In HSBC safekeeping account 

Pledge of all GP &LP interests 

752,0 

30% 

225.6 

in SilveHight Enteiprises LP 

Pledge of 100% ^ock interest 

N/A 

N/A 

N/A 

in Titanium LLC 

N/A 

N/A 

N/A 

Total collateral value 

2,353.3 

48.2% 

1,133.5 


Loon exposure not covered by collar will be $109 {i.e. $40 million excess plus 10% on the $690 million collar 

haircut) million supported by $1,663.3 million in collateral value and LTV of 6.55%. 

• The $690 million stock portfolio represents the strongest collateral coverage for the $730 million. This 
basket has a minimum market value of $690 million as a result of the collar transaction with the HBUS 
derivative and structured products group. This guarantees $690 million at maturity, or repayment of 94.5% 
of the loan, will only leave us an exposure of $40 million against the other collateral. 

• The marketable securities provitled by Silverlight are a prmi of diversified large cap stocks and bonds 
managed by JP Morgan Chase. The portfolio will be transferred to HSBC custody and standard 70% 
margin rate will apply. 

• The LP uiteiests are in 10 different LPs of which only 5 will nonnally meet our collateral requirements. 
Some of the LP invests in speculative technology sector with losses during the past year and one invests in 
start up companiu in Israel. Two are long teim investments with little marketability in time of liquidation. 
However, Maveridc Fund has monthly liquid!^ and invests in medium to large cap stocks with attractive 
ictums (27% in 2000). Kellner Dileo is a Merger Arbitration Fund with annual lirpiidity and stable returns. 
Wexford Special Situations have quarterly liquirlity and invests in identified acquisition candidates 
similar to the meiger and Aibitrage strategies. As such we are taking Ihese hinds as additional collateral 
with a low 25% LTV. 

• The music rights represent badeground music used in cartoons and children's TV programs and movies 
internationally for more than 15 years. BMI represents 5161 Corp in collection of substantially at! the 
revenue generated. Annual income is approximately $4.4 million and this has been a stable stream of 
revenue for the past few years. Using a standard 10 times multiple, we estimated market value of $40 
million.. 

• Haim Saban has a negative pledge agreement with News Cotp that he will not pledge his 49% interests in 
FFW. However, he is agreeable to pledge to us the sales proceeds as well as the LP interests in Silverlight 
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Enterprises LP which owns 26% of FFW and 100% stock holdings of Titanium LLC which will own 23% 
interests of FFW. Thecombined49%cutrenUy has a value of$ 1,584 million based on the recent offer by 
‘Disney. The Disney transaction is anticipated to close in September 200 1 and fte proceeds will be used to 
repay this loan. This represents abnost 40 tiroes coverage of the uncollared portion of the loan. Should the 
Disney transaction fail to close, Haim Saben will provide his personal guaranty priding the next buyer or 
purchase by News Coip. According to the put agreement. News Coip must purchase dte 49% FFW in cash 
within 4 years from date of put exercise. (12/00). Even if the sale price is reduced by 50% , we will still 
have 20 times cover^e for our exposure. 
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IV. Transaction 


A. Conditions Precedent: 


• All parties to this transaction must have accounts with HSBC such that loan the proceeds and die slock 
portfolio and the collar will all be controlled in-house. 

• Borrower's counsel, to provide legal opinion. HSBC’s attorney to provide opinion that the loan is properly 
documented and position is secured. 

• If loan is not fully repaid in I SO days or if the Disney purchase of FFW fails to close within ISO days. Mr. 

HaimSaiMnjdll provide his perso nal guaran ty of all lo an o utstand ing. 

• Under a stodc lending arrangement, Baniville, an Isle of Man company, has loaned to Jadcstones Ud. 
(another Isle of Man company) a stock portfolio valued at $690MM where the stocks have been shotted in 
the market 


B. Cash Flows on Settlement Date: 


As pan of his investment and tax planning strategy, Mr. Saban with Quellos as bis advisor b requesting HSBC 
to execute the following transaction. 

Step 1: Silverlight Enterprises LP C'Silverlight") borrows $730 million. The money will be dbtributed into an 
account at HSBC 

Step 2: Titanium Acqubitions Company (“Acqubitions"), a Delaware company, receives $730 million from 
Silverlight into an account at HSBC for the puiposeof acquiring Titanium Trading Partners LLC 
C'Trading") 

Step 3: Acqubitions will purchase Trading from Bamville for $696.9 million. Bamville will receive dib 
money into its account with HSBC. 

4: Acqubitions will contribute to the account of Trading the remaining $72 million proceeds of the loan. 
STgi S: Novating of the Stock Lending Agreement with Jackstones Limited (“iackstonesS to Trading, 

Baniville will transfer $696.9 million in funds (those frmds paid by Acqubitions to Bamville) to Trading. 
Now all $730 million in loan proceeds are in Trading. Bamville exib from the transaction. 

Step 6: $690 million will be transferred from Trading to the Jackstones account at HSBC 
Stqi 7: The $690 million of proceeds will be used by HSBC to repurchase on behalf of Jackstones the $690 
million in shares from the market (closing Jackstones short in the maiket). 

Stqf 8: The shares will be subsequently transferred to Trading. The stock portfolio will have a market value of 
$690 million. 

Thb closes out the stock lending agreement between Jackstone and Trading. Jackstone has no positions and 
exits the transaction. 

St^ 9: Simultaneously, Trading will purchase a 2 1 0 days collar from HSBC on the basket of stocks with a 
minimum put value of $690 million. The shares will be held in a HSBC custody account pledged as 
’ collateral to the Bank 

The collar proteeb $690 million in collateral value 

Step 10: Shortly there after, Acqubitions will elect a 734b dbtribution in which ownership of Titanium 

Acqubitions will be dbtributed to LPs Haim and Sheiyl Saban in exchange frircontributii^ the balance of 
FFW diarra into Titanium Acqubitions. 

Step i 1: These shares will be fiirthcr contributed into Titanium Trading. 

Note: If the sate of FFW is not consummated within ISO days, Haim Saban 's personal guarantee will be 
triggered. 
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C. Ownership Diagram: 



Transaction Results 

Silverlight: 

• has S730 millkm loan 

• holds $852 million of FFW shares 

• holds SS0.S million of other collateral 

Saban: 

• owns 100% Titanium Acquisitions 

• transfers $752 million FFW shares to Titanium Trading Partners 

• owns $690 million of collared shares in Titanium Trading Farmers 


16 


Strictly Comidfiitlal 
NotForarculation 
Subcommittee Members & Slaff Only 


HUI 0000738 





2530 


V. Liquidation Analysis: if Disney purchase of FFW fails 

In She event that the Disney acqubitian of FFW does not take place. News Corp b still obligated to buyout 
Saban’s 49.5% stake in FFW for cash. Accordu^ to the agreement, News Corp could conceivably Cdce as long 
as four years to fmalize such a deal (evra so, it seems unlikely given that Rupert Murdodt lends to move 
swiftly). In any case, a partial liquidation would take place as follows: 


Drawdowns: 

Purchase Titanium Trading 

Pay up-lront Loan Fee 

PjirtJiaseJCollat 

Toted Inifial Drawdown 
interest at Libor phis 1.00% 

696,900 

2,097 

30.000 

728,997 

19,433 

Maximum Loan Outstanding at time of 
liquidation 

748,430 

Liquidation of Collared Position 

690,000 

Liquidation of Secuilies in Account 


(10% discount) 

15,900 

Liquidation of LP interests 


(25% discount) 

16,200 

Total Liquidation 

722,100 

Loan outstanding after initial liquidation 

26,330 


The following b a Pro-Form Consolidate Balance Sheet after the above liquidation has taken place. For 
puiposes of conservatbm, the FFW shares have been marked down 50%. 


Pro-Forma Consolidated Balance Sheet 
$000 

Assets: 


Proceeds fmm Sale of FFW 792,000 


Assets lioni Balance Sheet dtd 3131/01: 

Cuirerd /tssets 79,783 

Other Investments 2,762 

GV Aircraft 39,716 

Real Estate 39,611 

Othw 6.6S9 

Sub-Total 168,531 


Total Assets 960,531 


Uabilities: 


HSBC Loan 

26,330 

Uabilities as of Statements dated 3/31/01: 
Current Liabilities 

Lon^Term Debt 

Sub-Total 

16,311 

34.045 

50,356 

Total Liabilities 

76,686 

Ownei's Equity 

883,845 

Total Li^xtities & Ov^f^s Equity 

960,531 


Even u> this case, die Liy would be 8.7%. Current Assets would exceed Total Liabilities. Saban’s Net Worth 
excluding FFW would still be $91,845 million. Even if interest were to accrae over die next four years prior ti 
die sales of FFW, the interest on die full $76 million would total $21.8 million. Additionally, HSBC holds a 
pledge of 5161 assets wordi $40 million and producing $4 million of cash flows. The liquidation of 5161 {ever 
with a 25% haircut) would cover the outstanding. 
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VI. Stock Basket Liquidation 


TJie' following table shows for each issue the marfcet cap and the baskets holding as a percentage of the 
company. As one can see, these are well known, laige.cap corporations with an average market cap of ova- $40 
billion. In no case is our holding over 0.75% of the outstanding. 


Sbxk 

Shmt 

Siiuuv 

Outstandirf 

(mfltbns) 

MifketCtp 

(mtSiORS) 


QSHjii 



□1 

Bsa 

■S^Sl 


WBSssja 


ES 

fcd.rel 



■WlvT’il 


Di 

tSZj] 

KSIDH 


HCuEilS 

IHHEa] 

Ea 

g't'iiti 

BISZ3B 

CSSHB 

mxiSJSjj 


ES 

IMI3 



ttlESSU 


Ea 



osiai 



Ea 

■3571 

HEZSEfll 


HKZZuS 


Ea 

MBSa 

HEZ23H 

S3H 



Ea 

ES3 

Mf^l 


heesi 


Ea 





■KTTJTir^ 

Ea 

ESS] 

KZiS3l 


■EliZiZi] 


Ea 


KE33lli 



■EZIS 

Ea 



Gsaa 



Ea 

ri'FV-i 



■ f.'.'.t.'.M 


Ea 

tguni 

HE3QH 


■rmicin 

■KZrni; 

Ea 


■i*m 




Ea 


HE1E9B 



■ESiSl 

Ea 

CXHil 

HEEZEBI 

u£9H 



Ea 


HGEQH 

Qsaa 


■EEIHEi 

Ea 

ins3 

HSEEH 



■ygr/'tw 

Ea 

csia 

HEII33H 

OSH 



Ea 

IBS] 

■i*n^ 


In the case of a forced liquidation, the shares would be sold into the market in conjunction with the unwind of 
the collar. In such a case, there is no market risk. To ensure complete' control of the liquidation process and 
that the procew always takes place protected by the collar, the loan will mature 5 business days prior to the 
collar. In addition, the collar itself would mature over on five consecutive business days. Therefore, HSBC 
would, at mKimum, only need to liquidate one fifth of the portfolio into the market on any given day. The 
tab l e below illustrates that i n no case would the amount that needed to be liquidated be over 10% in tmdinn 
volume on any one day. -. . . 


Stodc 

Average 

Daily 

Volume 

I'menta^K oi 
Av«uge OaQy 
Vohune 

Maxunum 

volume needed 
to fell in ■ day 

Qsnu 

lacsiduj 

HCr03H 

6.98% 

rv'i 

laEEiaai 

■ETjQBl 


hV/t.V 


7J8% 

1.48% 



6.72 X 

IJ4X 

Esaa 


74tX 

1.48X 


■wi.:.!.:.:.) 


t.12X 

Qg^M 


HdnsH 

HKSElHi 



HKEOHI 

mnrrTTHii 



HESS33HI 

7.93% 

k^SsH 

aafi'M'V.i 

1.46K 

0.29X 

1. 1'— 

aitfaavii 

BHSESHI 


Qinaa 




Qcaa 

aeoissa 

■diQi 

HEEzSHi 

Gaan 

■fTr.'l!.v.| 

USX 

HEQQHli 

EIIII 


ZB2X 



■itgaiai 

8X10% 

1.60X 

SHIHB 

M!3.:.7'y.i 

20.41 X 

4.a»x 

gjliiiM 

ass^ 

BHSIQHI 

0.47% 

u^^aa 


■EISHiBH 

6.06X 

iC33i 

■EftJETil! 

3J2X 

074% 

'EsSsza 


BKZI3HI 

HESlSBIi 

sBsaa 
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ORGANIZATION MEETING 
BY WRITTEN CONSENT OF THE SOLE DIRECTOR 
OF 

TITANIUM ACQUISITION CORPORATION 


The undersigned, being the sole director of Titanium Acquisition Corporation, a 
Delaware corporation (the “Corporation”), hereby adopts the following resolutions by written 
cottsehritraccofaancfrwitlrSectiotrt41tf)"of the GencraT Corporation Law-oM»e- State- of- 
Delaware: 

RESOLVED, That the Certificate of Incorporation, the Statement of Organization 
sipied by the Incorporator and the ByLaws adopted by the Incorporator, copies of which shall be 
filed with the records of this Corporation, be and hereby are approved; and further 

RESOLVED, That Haim Saban is elected President and Secretary of this 
Corporatiorr, to serve in accordance with the ByLaws of this Corporation, and at the discretion of 
the Board until his successor is elected and qualifies or until his earlier resignation or removal; 
and further 


RESOLVED, That the Corporation shall not have a corporate seal; and further 

RESOLVED, That for the purpose of authorizing the Corporation to do business 
under the laws of any state as to which the officers of the Corporation determine such 
authorization is necessary or desirable, the proper officers of the Corporation are hereby 
authorized in the name and on behalf of the Corporation to take such action as may be necessary 
or advisable to effect the qualification of the Corporation to do business as a foreign Corporation 
in such state or states; and further 

RESOLVED, That the form of share certificate for the common stock of this 
Corporation attached hereto be, and hereby is, approved and adopted, and that stock certificates 
in such form, appropriately executed, may be signed by the President or any Vice President and 
the Secretary or any Assistant Secretary, or the Treasurer or any Assistant Treasurer, and further 

RESOLVED, That the officers of the Corporation be, and they hereby are, 
authorized and directed to issue 50 shares of the common stock of the Corporation to Silverlight 
Enterprises, L.P., a California limited partnership. Receipt of adequate consideration for such 
shares of stock hereby is acknowledged; and further 

RESOLVED, That the officers of the Corporation be, and they hereby are, 
authorized to pay all fees and expenses incident to and necessary for the organization of the 
Corporation; and further 

RESOLVED, That the proper officers of this Corporation, acting for and on behalf 
of this Corporation, be, and each hereby is, authorized to open deposit accounts for this Corporation 
and to designate signatories for such accounts in such banks as any of said officers, in his or her 
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discretion, may deem appropriate; and further 

RESOLVED, That the printed form of Bank Resolutions of any said bank, when 
received, be and is adopted in its entirety and incorporated herein by reference; and further 

RESOLVED, That the officers of the Corporation hereby are, and each of them 
hereby is, authorized in the name and on behalf of the Corporation, to take all such further action, 
to cause to be prepared and filed all such documents, and to execute and deliver all instruments 
which they in their discretion deem necessary or desirable or convenient and proper to carry out 

the intent of dioforegoing-resolutions; and4he execution by-suclrofiicers^of any such-document 

or instrument or the doing by them of any act in connection with the foregoing matters shall 
conclusively establish their authority therefore from the Corporation and the approval and 
ratification by the Corporation of the documents or instruments so executed, and the action so 
taken. 

Dated and effective as of August 1 7, 2001 . 



Haim Saban 
Sole Director 
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OPERATING AGREEMENT 
OF 

TITANIUM TRADING PARTNERS LLC 


Pprmanept Suhcommittee on I nvestigations 

EXHIBIT #66 - FN 384 


PSI-QUEL 26640 




2535 


TABT.ROFCONTRNTS 


ARTICLE 1 1 

FORMATION AND OFFICES 1 

1.1 Formation. ] 

1.2 Principal Office 1 

~l73~Register€dX)fffcwiind RegatereiAgait:;. ..... i 

1.4 Purpose of Company 2 

ARTICLE 2 .......................... «.2 

DEFOTTIONS 2 

2.1 Terms Defined Herein 2 

ARTICLE 3 ... 

CAPITALIZATION OF THE COMPANY 4 

3.1 Initial Capital Contributions. 4 

3.2 Additional Capital Cofdributions. - 4 

3.3 Capital Withdrawal Rights and Interest 4 

3.4 Members* Interest Cert^cates 5 

ARTICLE 4™... 5 

CASH DISTRIBUTIONS; PROFITS AND LOSSES FOR TAX PURPOSES-.. 3 

4. 1 Cash Distributions Prior to Dissolution 5 

4.2 Persons Entitled to Distributions . ...... <5 

4.3 Reserves. 6 

4.4 Allocation of Profits and Losses for lax Purposes and Specml Allocations. 6 

ARTICLES 6 

MEMBERS' MEETINGS 6 

5.1 Meetings of Members; Place of Meetings ^...5 

5.2 Quorum; Voting Requirement, b 

5.3 Proxies. 

5.4 Action Without Meeting. 7 

5.5 Notice 7 

5.6 Waiver of Notice 7 

ARTICLE 6 7 

MANAGEMENT AND CONTROL 7 

6.1 Management 7 

6.2 Control s 

6.3 Authorized Acts $ 

6.4 Restrictions on Authority 9 

6.5 Compensation jo 

6.6 Regular Meetings }0 

6.7 Special Meetings lo 

6.8 Notice of Special Meetings. ....... ;..10 

6.9 Meetings by Telephone or Similar Communication Equipment. - ]0 

6.10 Action Without a Meeting. JQ 

6.11 Authority to Execute Documents to be Filed Under the Act. }] 

6.12 Term and Resignatioru j} 


PSI-OUEL 26641 



2536 


LIABILITY AN0 INDEMNIFICATION ; .... 

7.1 UabUity of Members and Managing Member. ........... 

7.2 Indemnification. 

7.3 Expenses. 

7.4 Non-ExcbisivUy, •. 

7.5 Insurance. — 

TRANSFBI^ OF INTERESTS ....... 

8.2 Geneivl Eestrietions. — 

8.2 Permuted Transifers........... 

8.3 Substitute Members. 

8.4 Effect of Admission as a SubOitute Member. .......... 

8.5 Additional Members 

ARTICLE 9 

DISSOLUTION AND TERMINATION 

9.1 Events Causing Dissolution. 

9.2 Notices to Secretary of State...... 

9.3 Cash Distiibutions Upon Dissolution. 

9.4 In-Kind. 

ARTICLE 10 ......... ...... 

ACCOUNTING AND BANK ACCOUNTS 

1 0.1 Fiscal Year and Accounting Method. 

10.2 Books and Records. 

10.3 Tax Returns and Elections. 

20.4 Bank Accounts. 

ARTICLE IK- 

MISCELLANEOUS 

21.2 Title to Property 

lU Waiver of DefauU. 

11.3 Amendment. 

11.4 No Third Party Rights. 

21.5 Severability. 

11.6 Nature of Interest in the Company 

U.7 Binding Agreement. 

12.8 Headings 

21.9 Word Meanings. 

11.10 Counterparts. 

12.22 Entire Agreement. 

11.12 Representations. 

11.13 Governing Law 

SCHEDULE A - MEMBERS 
SCHEDULES -TAXES 
SCHEDULE C - PORTFOLIO SHARES 


.11 

.11 

.11 

.11 

.12 

.22 

.12 

.12 


.12 

.12 

.13 

-.13 

..14 

..14 

„14 

..14 

..14 

..15 

..15 

..15 

..16 

,..16 

..16 

..16 

,.16 

..16 

...16 

...16 

..16 

...17 

...17 

...17 

...17 

...17 

...17 

...17 

...18 

...18 

...18 

...28 

...18 


PSI-QUEL 26642 



2537 


OPERATING AGREEMENT 
OF 

TITANIUM TRADING PARTNERS LLC 


THIS OPERATING AGREEMENT (this “Agreement”) is made and entered 
into as of the 21st day of September, 2001 by and among the persons executing this Agreement 
on the signature page hereof (hereintfter collectively, together with such other persons who may 
hereafter become members as provided herein, referred to as the “Members" or individually as a 
“Member”). 


WHEREAS, Titanium Trading Partners IXC (the “Company”) was formed on 
September 28, 2000 as a limited liability company under the Delaware Limited Liability 
Company Act pursuant to the Certificate of Formation filed with the Secretary of State of 
Delaware; and 


WHEREAS, the undersigned, the sole Members of the Company as of the date 
hereof, do hereby adopt this Agreement as the operating agreement of the Company. 

NOW, THEREFORE, in consideration of the promises and covenants contained 
herein, the undersigned agrees as follows: 


ARTICLE 1 

FORMATION AND OFFICES 
1.1 Formation. 

Pursuant to the Act (as hereinafter defined), the Members have formed a Delaware 
limited liability company effective upon the filing of the Certificate (as hereinafter defined) of 
the Company with the Secretary of State of Delaware. The Managing Member (as hereinafter 
defined) shall execute all amendments to the Certificate and do all filings, recordings and other 
acts as may be necessary or appropriate under the Act and consistent with this Agreement. 


1.2 


The principal office of the Company shall be such place as the Managing Member 
may designate from time to time. 

1.3 Registered Office and Registered Agent. 

The location of the registered ofirce and the name of the registered agent of the 
Company in the State of Delaware shall be as stated in the Certificate of the Company, or as the 
Managing Member may determine from time to time. 
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1.4 Pnrpnse of rnmpany. 

The purpose for which the Company is (ffganized shall be to engage in and 
conduct all and every Idnd of lawful business for which a limited liability company may be 
organized under the Act including, but not limited to, making and selling investments in 
corporations, partnerships and other entities that offer the Mernbers the potential for short-term 
growth and/or long-term capital appreciation. 


ARTICLE 2 
DEFINITIONS 


2.1 


As used herein, the following terms shall have the following meanings, unless the 
context otherwise requires: 


to time. 


“Act” means the Delaware Limited Liability Company Act, as amended from time 


"Additional Member" shall have the meaning set forth in Section 8.5. 

"Affiliate” of a specified person (the “Specified Person”) means any person 
(a) who directly or indirectly controls, is controlled by, or is under common control with the 
Specified Person; (b) who owns or controls ten percent (10%) or more of the Specified Person’s 
outstanding voting securities or equity interests; (c) of whom such Specified Person owns or 
controls ten percent (10%) or more of its outstanding voting securities or equity interests; 

(d) who is a director, partner, member. Managing Member, executive officer or trustee of the 
Specified Person; (e) in whom the Specified Person is a director, partner, member. Managing 
Member, executive officer or trustee; or (f) who has any relationship with the Specified Person 
by blood, marriage or adoption, not more remote than fmst cousin. 

“Capital Contribution” means the total amount of cash, other property, services 
rendered or other valuable consideration contributed to the Company by a Member pursuant to 
the terms of this Agreement. Any reference in this Agreement to the Capital Contribution of a 
Member shall include the Capital Contribution made by any predecessor holder of the Interest of 
that Member. Capital Contributions shall be the exclusive Property of the Company. 

“Certificate” means the Certificate of Formation of the Company filed with the 
Secretary of State of Delaware, as amended from time to time. 

“Company” means Titanium Trading Partners LLC. 

“Event of Withdrawal” means an event that causes a Person to cease to be a 
Member as provided in the Act, which events include, but are not limited to, (a) voluntary 
withdrawal as permitted by the Act, (b) assignment (in accordance with the provisions of this 
Agreement) of all of a Member’s Interest, (c) the making of an assignment for the benefit of 
creditors, (d) being subject to a Bankruptcy (as defined in the Act), (e) appointment of a trustee 


NV01DOCSffi62173.05 


2 


PSI-QUEL 26644 



2539 


or receiver for the Member or for all or any substantial part of his/her property, (f) in the case of a 
Member who is a natural person (i) his/her death or (ii) the entry by a court of competent 
jurisdiction adjudicating him/her incompetent to manage his/her person or estate, (g) in the case 
of a Member that is a trast (i) the termination of the trust or (ii) a distribution of its entire Interest 
but not merely the substitution of a new trustee, (h) in the case of a Member that is a genera] or 
limited partnership (i) the dissolution and commencement of winding up of the partnership or 
(ii) a distribution of its endre Interest, (i) in the case of a Member that is a corporation (i) the 
filing of arfcles of disMlution orjheir equivalent for the corporation or (ii) a revocation of its 
charter or (iii) a Sstribution of its endrelilerest,'(j) in the case dfTMem&thafS^ the 
distribution of its entire Interest, or (k) in the case of a Member that is a limited liability company 
(i) the filing of articles of dissolution or termination or their equivalent for a limited liability 
company or (ii) a distribution of its entire Interest. 

“Interest" means all of a Member’s rights and interests in the Company in such 
Member’s capacity as a Member, all as provided in the Certificate, this Agreement and the Act. 

“Liquidation Proceeds" means all Property at the time of liquidation of the 
Company and all proceeds thereof. 

"Majority in Interest" means any individual Member or group of Members 
holding an aggregate of more than fifty percent (50%) of the Percentage Interests held by all 
Members. 


“Managing Member or Members" means any Person or Persons designated or 
elected from time to time as a Managing Member of the Company, acting in its capacity as a 
Managing Member. 

"Net Cash Flow” means, with respect to any fiscal period, all operating and 
investment revenues during such period, all determined in accordance with the Company’s 
method of accounting, less Operating Expenses. Distributions of Net Cash Flow shall not be 
considered a return of a Member’s Capital Contribution unless expressly provided otherwise by 
the Managing Member. 

“Notice" means a writing, containing the information required by this Agreement 
to be communicated to a party, personally delivered or sent by United States mail, postage 
prepaid, or sent by prepaid, overnight delivery or sent by facsimile to such party at the last known 
address or fax number, as the case may be, of such party as shown on the records of the 
Company, the date of mailing or sending thereof being deemed the date of receipt thereof. 

"Operating Expenses" means, with respect to any fiscal period, (a) the amount of 
cash disbursed in such period in order to operate the Company and to pay expenses (including, 
without limitation, wages and other fees, taxes, insurance, repairs, and/or other costs and 
expenses) incident to the ownership or operation of the Property or the Company, (b) amounts 
paid to Members pursuant to compensation agreements between the Company and Members 
(collectively, the “Compensation Agreements"), and (c) amounts held as reserves to provide for 
working capital, future investments or such other purposes as the Managing Member may deem 
necessary or advisable. 
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“Percentage Interest” of a Member means, at any paiticnlar time, a ratio, 
expressed as a percentage, which is the ratio that the Capital Contribution of such Member bears 
to the total Capital Contributions of all the Members. 

“Person” means any individual, partnership, limited liability company, 
corporation, cooperative, trust, estate or other entity. 

“Property" means all properties and assets that the Company may own or 
otherwise have an interestin from time to time. 

“Substitute Member” shall have the meaning set forth in Section 8.3. 

“Transfer" means (a) when used as a verb, to give, sell, exchange, assign, transfer, 
pledge, hypothecate, bequeath, devise or otherwise dispose of or encumber, and (b) when used as 
a noun, the nouns corresponding to such verbs, in either case voluntarily or involuntarily, by 
operation of law or otherwise. 


ARTICLES 

CAPITALIZATION OF THE COMPANY 

3.1 Initinl Cap ital rnntrihiitinns. 

The Members shall make an initial Capital Contribution to the capital of the 
Company in such amounts as are set forth on the attached Scheilule A. Hereafter, the names, 
addresses and Capital Contributions of the Members and any Additional Members shall be 
reflected in the books and records of the Company. 

3.2 Additional Capital Cnntrihiitinn.s. 

(a) No Member shall be required to make any additional Capital Contributions 
except as otherwise provided in this Agreement. The Members may make additional Capital 
Contributions as authorized by the Managing Member or a Majority in Interest. 

(b) If any additional Capital Contributions are made by Members but not in 
proportion to their respective Percentage Interests, the Percentage Interest of each Member shall 
be amended to equal the percentage resulting from dividing such Member’s aggregate Capital 
Contributions (including initial and any additional Capital Contributions) by the aggregate 
Capital Contributions (including initial and any additional Capital Contributions) of all the 
Members. 


3.3 Capital Withdrawal Wights and TnfprAcf 

Except as expressly provided in this Agreement or as specifically authorized by 
the Managing Member, no Member shall be entitled to withdraw or reduce such Member’s 
Capital Contribution or to receive any distributions from the Company. In the event a Member 
withdraws from the Conrpany in violation of this Agreement and die business of the Company is 
continued, the Member shall not be entitled to receive back his/her/its Capital Contribution and 
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shall not be entitled to receive any other type or fcam of payment from the Company; instead, 
such Member shall have the status of an assignee of an hrterest pursuant to Section 8.2(c) hereof. 
No Member shall be entitled to receive or be credited with any interest on the balance of such 
Member’s C£^)ital Contribution at any time. 

3.4 Members’ Interest CertificatE.s . 

(a) The Company shall issue to each Member who o^s an Interest a limited 
liability company-certificate with-respect to such lnterest-in the form approved-by the-Mana^g 
Member, evidencing the Interest held by such Member (each, an “Interest Certificate’’). Each 
Interest Certificate shall be transferable only on die books of the Company, on surrender of the 
Interest Certificate by the registered holder, and until so transferred, the Company may treat the 
registered holder of an Interest Certificate as the owner of the Interest evidenced thereby for all 
purposes. 


(b) In the event the Percentage Interests are amended as contemplated by this 
Agreement, the amended Percentage Interests shall be reflected on the books of the Company and 
the percentage interests set forth on previously issued Interest Certificates shall automatically 
adjust to correspond to such amended Percentage Interests. In such event, the Company shall 
notify the registered holders of Interest Certificates of the amendment and shall provide for new 
Interest Certificates reflecting the amended Percentage Interests to be issued in exchange for 
existing Interest Certificates. 

(c) Nothing contained in this Section 3.4 shall have an effect on the 
provisions regarding transfer of Interests and Substitute Members contained in Article 8 hereof. 

(d) Each unit of a Member’s Interest of the Company as evidenced by an 
Interest Certificate shall be deemed to be a “security" under, and as defined in and otherwise 
governed by. Article 8 of the Uniform Commercial Code. 

ARTICLE 4 

CASH DISTRIBUTIONS; PROFITS AND LOSSES FOR TAX PURPOSES 

4.1 Cash Distrihiitinns Prior to nksnliitinn. 

(a) The Managing Member shall have the right to determine, in its reasonable 
discretion, the amount of Net Cash Flow, if any, of the Company to be distributed among the 
Members each year. Any Net Cash Flow of the Company to be distributed among the Members 
shall be distributed pm lata in proportion to their respective Percentage Interests. 

(b) Notwithstanding anything to the contrary contained in this Article 4, to the 
extent that any Net Cash Flow represents proceeds from hazard insurance or condemnation 
proceeds, such amounts shall be held or disposed of in accordance with the requirements of any 
leases or outstanding mortgages affecting the Property with respect to which such hazard 
insurance or condemnation proceeds relate. 
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(c) Notwithstanding anything to the contrary contained herein, no distribution 
hereunder shall be permitted to the extent prohibited by the Act. 

4.2 i;firsQn.s EntitleiLla.Dialributinns. 

All distributions of Net Cash Flow to the Members under Section 4.1 hereof shall 
be made to the Persons shown on the records of the Company to be Members of the Company, 
unless the iransferor and transferee of any Interest otherwise agree in writing to a different 
distribution^d suclrdistribntionis-consented-to in writing by the Managing Member, 

4.3 Keseiaas. 

The Managing Member, in its reasonable discretion, shall have the right to 
establish, maintain and expend reasonable reserves to provide ion working capital, future 
investments, debt service and such other purposes as it may deem necessary or advisable. 

4.4 Alinratinn of Profits and T.nsses f or Tax Purposes and Spei-ial 

Ailncatlnn.s. 

All Profits and Losses for Tax Purposes (as defined in Schedule B) of the 
Company and all special allocations of the Company shall be made in accordance with Schedule 
B attached hereto. 


ARTICLES 

MEMBERS’ MEETINGS 

5.1 Meetings nf Members; Place nf Mpefings. 

Meetings of the Members shall be held on an annua] basis or more frequently as 
determined by the Managing Member. All meetings of the Members shall be held at the 
principal offices of the Company as set forth in Section 1.2 hereof, or at such other place as shall 
be designated from time to time by the Managing Member and stated in the Notice of the 
meeting or in a duly executed waiver of the Notice thereof. Members may participate in a 
meeting of the Members by means of telephone conference or other similar communication 
equipment whereby all Members participating in the meeting can hear each other. Participation 
in a meeting in this manner shall constitute presence in person at the meeting. 

5.2 Quorum; Voting Requirement 

The presence, in person or by proxy, of a majority of the Percentage Interests of 
the Members shall constitute a quorum for the transaction of business by the Members. The 
affirmative vote of a majority of the Percentage Interests of the Members shall constitute a valid 
decision of the Members, except where a larger vote is required by the Act, the Certificate or this 
Agreement. 
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5.3 , Prnyies . 

At any meeting of the Members, every Member having the right to vote thereat 
shall be entitled to vote in person or by proxy appointed by an instrument in writing signed by 
such Member and bearing a date not more than one year prior to such meeting. 

_ Any action required or permitted to be taken at any meeting of Members of the_ 

Company may be taken without a meeting, without prior notice and without a vote if a consent in 
writing setting forth the action so taken is signed by Members having not less than the minimum 
Percentage Interests that would be necessary to authorize or take such action at a meeting of the 
Members at which all of the Members entitled to vote therein were present and voted. 

5.5 Nntirp . 

Whenever Members are required or permitted to take any action at a meeting, 
written notice stating the place, day and hour of the meeting and indicating that it is being issued 
by or at the direction of the person or persons calling the meeting, and in the case of a special 
meeting, stating the purpose or purposes for which the meeting is called, shall be delivered 
personally or sent by first class mail not less than ten days nor more than sixty days before the 
date of the meeting, by or at the direction of the Managing Member, to each Member entitled to 
vote at such meeting. 

5.6 Waiver nfNntir.e. 

When any Notice is required to be given to any Member hereunder, a waiver 
thereof in writing signed by the Member, whether before or after the time stated therein, shall be 
equivalent to the giving of such Notice. The attendance of any Member at a meeting, in person 
or by proxy, without protesting prior to the conclusion of the meeting the lack of notice of such 
meeting, shall constimte a waiver of notice by him, her or it. 

ARTICLE 6 

MANAGEMENT AND CONTROL 

6.1 Management. 

Except as otherwise provided hereunder, the business and affairs of the Company 
shall be managed by the Managing Member. Unless and until changed by the Managing 
Member, the number of Managing Members shall be one. The Managing Member, or by 
affirmative vote of all the Managing Members if there is more than one Managing Member, shall 
have the power to change the number of Managing Members. Any action taken by the Managing 
Member shall be evidenced by a writing and filed with the records of the Company. Paragraphs 
6.6 through 6.10 shall be applicable only upon the increase of the number of Managing Members 
to two or more. 
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6.2 rnntrnl . 

The Managing Member shall be responsible for conducting the ordinary and usual 
business affairs of the Company. The acts of the Managing Member shall bind the Members and 
the Company when within the scope of the Managing Member’s authority. The Managing 
Member shall have the exclusive right to manage the day-to-day business of the Company, and, 
in addition, is hereby authorized, for, in the name and on behalf of, the Company to take any and 
all actions set forth in this Section and Section 6.3 hereof. Any person dealing with the Company 

iiSay conclusively rely on the authority and signature of the Managing Member to exercise such 

authority without determining that the Managing Member is acting in accordance with the terms 
of this Agreement. The Managing Member may delegate any of its responsibilities hereunder 
and may exercise any of the powers granted to it through its agents. 

6.3 Authorized Acts. 

Subject to the provisions of Section 6.4 hereof, the Managing Member for, in the 
name and on behalf of, the Company is hereby expressly authorized: 

(i) To acquire by purchase, lease or acquire in any manner any security or 
securities (of any class or nature) of any Person and any real or personal property which 
may be necessary, convenient or incidental to the accomplishment of the purposes of the 
Company, including any subsequent or follow-on investments on such entities, and to 
make sales thereof. 

(ii) To execute, sign, seal and deliver in the name and on behalf of the 
Company any deed, lease, mortgage, mortgage note, bill of sale, contract or other 
instrument purporting to convey, sell, lease or encumber the real or personal property of 
the Company. 

(iii) To execute, sign, seal and deliver in the name and on behalf of the 
Company any, and all agreements, contracts, leases, documents, certifications and 
instruments whatsoever which may be necessary, convenient or incidental to the 
accomplishment of the purposes of the Company. 

(iv) To construct, operate, maintain, finance, improve, own, sell, dispose of, 
convey. Assign, mortgage or lease any real estate and any personal property necessary, 
convenient or incidental to the accomplishment of the purposes of the Company. 

(v) To borrow money and issue evidences of indebtedness in furtherance of 
any or all of the purposes of the Company, and to secure the same by mortgage, pledge or 
other lien on the assets of the Company, 

(vi) To establish and maintain one or mote bank accounts for the Company in 
such bank or banks having assets of at least $25,000,000 as the Managing Member may, 
from time to time, designate as depositaries of the funds of the Company. 

(vii) To establish valuation principles and to periodically apply such principles 
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to the Company’s investment portfolio. 

(viii) To engage in any kind of activity and to perfonn and carry out contracts of 
any kind necessary to, or in connection with, or incidental to the accomplishment of the 
purposes of the Company, provided such activities and contracts may be lawfully carried 
on or performed by a limited liability company under the Act. 

(ix) . To employ, when and if in its sole discretion the same is deemed necessary 

^ or advisable,-brokers, -managers, consultants, agents,.acconntants, lawyers, valuation 

managers or administrators, or other expert advisors, notwithstanding the fact that a party 
to this Agreement or an Affiliate thereof may have an interest in, or be one of, the 
brokers, managers, consultants, agents, accountants, lawyers, valuation managers or 
administrators, or other expert advisors. 

(x) To sell or otherwise dispose of, at one time or otherwise, all or 
substantially all of the assets of the Company. 

(xi) To take any and all actions (whether described above or not) and to engage 
in any kind of activity and to perfonn and carry out all functions of any kind necessary to, 
or in connection with, the business of the Company. 

(xii) The Managing Member will have no duty to pursue any particular 
investment through the Company, even if the Company has available resources, and the 
Managing Member may pursue such investment opportunities individually, or through its 
Affiliates. The Managing Member or its Affiliates may invest with or without the 
Company directly in any investments that would be appropriate investments for the 
Company. The Managing Member or its Affiliates may make any of these investments 
with any other party the Managing Member finds appropriate. Neither the Managing 
Member, nor any of its Affiliates are required to present to the Company any particular 
investment opportunity which has come to its attention, even if such opportunity is within 
the investment objective and policies of the Company. The Company may be a 
co-investor with the Managing Member or its Affiliates. 

6.4 Re-stfictinns nn Autharity- 

Without the vote of a majority of the Percentage Interests of the Members entitled 
to vote, the Managing Member shall not have the authority: 

(i) to admit or remove a Person as a Managing Member, except as otherwise 
provided herein; 

(ii) to commingle the Company’s funds with those of any other Person, unless 
the funds of the Company are separately accounted for on the records relating to such 
commingled funds; or 

(iii) to materially and adversely affect the interests of any Member. 
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6.5 rnmpensatifiii. 

Except as provided in this Agreement, no Member or Managing Member shall be 
entitled to compensation for any services such Member or Managing Member may render to or 
for the Company or be entitled to reimbursement of any general overhead expenses incurred by 
such Member or Managing Member. Compensation for the Managing Member's services shall 
be limited to the Interest set forth on Schedule A hereto. Each Managing Member and, where 
applicable. Members, shall be entitled to reimbursement from the Company for alt reasonable 
direct out-of-pocket expenses incurred on behalf of the Company, 


Regular meetings of the Managing Members may be held without Notice at such 
times and places as shall from time to time be agreed to by the Managing Members. Any 
business may be transacted at a regular meeting. 

6.7 .Special Mpetings. 

Special meetings of the Managing Members may be called at any time by the 
Managing Members. The place may be as designated in the Notice. 

6.8 Notice of .Sp ecial Meetings. 

For purposes of this Section 6, written or printed Notice of each special meeting 
of the Managing Members, stating the place, day and hour of the meeting and the purpose or 
purposes thereof, shall be mailed to each Managing Member at the Managing Member’s 
residence or usual place of business at least three days before the day on which the meeting is to 
be held, or shall be sent by telecopy, or delivered personally, at least one day before the day on 
which the meeting is to be held. The Notice may be given by any Managing Member. When any 
Notice of a meeting is required to be given to any Managing Member hereunder, a waiver thereof 
in writing signed by the Managing Member, whether before, at, or after the time stated therein, 
shall be equivalent to the giving of such Notice. Furthennore, attendance by a Managing 
Member at any meeting of the Managing Members (including a telephonic meeting) shall 
constitute a waiver of any Notice required hereunder. 

6.9 Meeting s h y Telephone nr Similar rnmmiinicatinn Kqnipment 

Unless otherwise restricted by the Certificate or this Agreement, each Managing 
Member may participate in a meeting of the Managing Members by means of telephone or 
similar communication equipment. Participation in a meeting in this manner shall constitute 
presence in person at such meeting. 

6.10 Aefinn Without a Meeting. 

Any action required or permitted to be taken at any meeting of the Managing 
Members may be taken without a meeting if written consent thereto is signed by each of the 
Managing Members and such written consent is filed with the minutes of proceedings of the 
Managing Members. 
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6.11 Authority tn F,xi!r.ute Pncuments tn he Filed ITniler the Aft . 

Any Managing Member shall have the power and authority to execute, on behalf 
of the Company, any document filed with the Secretary of the State of Delaware pursuant to the 
terms of the Act. 

6.12 Term anil Resignation. 

AnyManaging Member may beremoyed ^anyjime by^a vote ofJ5% pfthe 

Percentage Interests of the remaining Members. In addition to the provisions of Section 8.2(c) 
hereof, any Managing Member may resign at any time upon ninety days of prior Notice to the 
Company. Such resignation shall take effect at the time specified therein or shall take effect 
upon receipt thereof by the Company if no time is specified therein and, unless otherwise 
specified therein, the acceptance of such resignation shall not be necessary to make it effective. 
Upon removal or resignation of a Managing Member, a replacement may be made by a vote of 
75% of the Percentage Interests of the remaining Members. 

ARTICLE? 

LUBILITY AND INDEMNIFICATION 

7.1 Liahilitv nf Members and Managing Meinhpr 

(a) A Member shall only be liable to make the payment of the Member’s 
Capital Contribution. No Member or Managing Member shall be liable for any obligations of the 
Company or any other Member or Managing Member, unless personally guaranteed by such 
Member or Managing Member pursuant to a separate document. 

(b) No distribution of Net Cash Flow or other cash made to any Member shall 
be determined a return or withdrawal of a Capital Contribution unless so designated by the 
Managing Member in its sole and exclusive discretion. No Member, except as otherwise 
specifically provided in the Act, shall be obligated to pay any distribution to or for the account of 
the Company or any creditor of the Company. 

The Managing Member, any officers of the Company appointed by the Managing 
Member and their Affiliates (individually and collectively, an “Indemnitee”) shall be indemnified 
and held harmless by the Company fi-om and against any and all losses, claims, damages, 
liabilities, expenses (including legal fees and expenses), judgments, fines, settlements and other 
amounts arising from any and all claims, demands, actions, suits or proceedings, civil, criminal, 
administrative or investigative, in which the Indemnitee may be involved, or threatened to be 
involved, as a party or otherwise by reason of such fridemnitee’s status, which relates to or arises 
out of the Company, its assets, business or affairs, if in each of the foregoing cases (i) the 
Indenmitee acted in good faith and in a manner such Indemnitee believ^ to be in, or not opposed 
to, the best interests of the Company, and, with respect to any criminal proceeding, had no 
reasonable cause to believe such Indemnitee’s conduct was unlawful, and (ii) the Indemnitee’s 
conduct did not constitute gross negligence or willful or wanton misconduct. The termination of 
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any action, suit or proceeding by judgment, order, settlement, conviction, or upon a plea of nolo 
contendere, or its equivalent, shall not, of itself, create a presumption that the Indemnitee acted in 
a manner contrary to that specified in (i) or (ii) above. Any payment made due to 
indemnification pursuant to this Article 7 shall be made only out of the assets of the Company 
and no Managing Member or Member shall have any personal liability on account thereof. 

7.3 Expenses. 

Expenses (including reasonable legal.fees.andexpenses)jnc.uiied,by.an^ 

Indemnitee in defending any claim, demand, action, suit or proceeding described in Section 7.2 
hereof may, from time to time, be advanced by the Company prior to the final disposition of such 
claim, demand, action, suit or proceeding, in the discretion of the Managing Member, upon 
receipt by the Company of an undertaking by or on behalf of the Indemnitee to repay such 
amount if it shall be determined that the Indemnitee is not entided to be indemnified as 
authorized in this Article 7. 

7.4 MoiirExclasiYity. 

The indemnification and advancement of expenses set forth in this Article 7 shall 
not be exclusive of any other rights to which those seeking indemnificadon or advancement of 
expenses may be entided under any statute, the Act, the Certificate, this Agreement, any other 
agreement, a vote of Members, a policy of insurance or otherwise, and shall not limit in any way 
any right which the Company may have to make additional indemnifications with respect to the 
same or different persons or classes of persons, as determined by the Managing Member. The 
indemnification and advancement of expenses set forth in this Article 7 shall continue as to an 
Indemnitee who has ceased to be a named Indemnitee and shall inure to the benefit of the heirs, 
executors, administrators, successors and assigns of such Indemnitee. 

7.5 Insurance. 

The Company may purchase and maintain insurance on behalf of the Indemnitees 
against any liability asserted against them and incurred by them in such capacity, or arising out of 
their status as Indemnitees, whether or not the Company would have the power to indemnift' 
them against such liability under this Article 7. 

ARTICLES 

TRANSFERS OF INTERESTS 



No Member may Transfer all or any part of such Member’s Interest, except as 
provided in this Agreement. Any purported Transfer of an Interest or a portion thereof in 
violation of the terms of this Agreement shall be null and void and of no effect. A permitted 
Transfer shall be effective as of the date specified in the instruments relating thereto. Any 
transferee desiring to make a further Transfer shall become subject to all the provisions of this 
Article 8 to the same extent and in the same manner as any Member desiring to make any 
Transfer. 
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8.2 Permitted Transfers. 

(a) Each Member shall have the right to Transfer (but not to substitute the 
transferee as a Substitute Member in such Member’s place, except in accordance with 
Section 8.3 hereof), by a written instrument, all « any part of such Member’s Interest, if, and 
only if (except for Transfers upon death), (i) the Managing Member has consented in writing to 
such Transfer or (ii) if a Managing Member or Affiliate of a Managing Member is the transferor 
and at least a majority of the Percentage Interests of the non-transferring Members have 
consented in writing to such Transferr - 


(b) Unless and until admitted as a Substitute Member pursuant to Section 8.3 
hereof, a transferee of a Member’s Interest in whole or in part shall be an assignee with respect to 
such transferred Interest and shall not be entitled to participate in the management of the business 
and affairs of the Company or to become or to exercise the rights of a Member, including the 
right to vote, the right to require any information or accounting of the Company’s business or the 
right to inspect the Company’s books and records. Such transferee shall only be entitled to 
receive, to the extent of the Interest transfeired to such transferee, the share of distributions and 
profits, including distributions representing the return of Capital Contributions, to which the 
transferor would otherwise be entitled with respect to the transferred Interest. The transferor 
shall have the right to vote such transferred Interest until the transferee is admitted to the 
Company as a Substitute Member with respect to the transferred Interest. 

(c) Except as otherwise provided in this Article 8, the Managing Member’s 
interest as Managing Member may not be transferred, assigned or otherwise disposed of. Any 
attempted disposition by the Managing Member of its Managing Member interest shall be void 
and of no effect Furthermore, any ttansfer by a Managing Member of its entire Percentage 
Interest shall be deemed an immediate resignation of such Managing Member. 

8.3 Substitute Members. 

No transferee of all or part of a Member’s Interest shall become a substitute 
member (“Substitute Member”) in place of the transferor unless and until: 

(a) the transferee has executed an instrument accepting and adopting the terms 
and provisions of the Certificate and this Agreement; 

Oi) the transferee has caused to be paid all reasonable expenses of the 
Company in connection with the admission of the transferee as a Substitute Member; 

(c) if the transferor is not a Managing Member, the Managing Member has 
consented (which consent may be unreasonably or arbitrarily withheld) in writing to such 
transferee becoming a Substitute Member; and 

(d) if the traisferor is a Managing Member or Affiliate of a Managing 
Member, at least a majority of the Percentage Interests of the non-transferring Members, have 
consented (which consent may be unreasonably or arbitrarily withheld) in writing to such 
transferee becoming a Substitute Member. 
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Upon satisfaction of all the foregoing conditions with respect to a particular 
transferee, the Managing Member shall cause the books and records of the Company to reflect 
the admission of the transferee as a Substitute Member to the extent of the transferred Interest 
held by the transferee. 


8.4 Effect of Admission a.s a .Siihstitiite Menihpr. 

A transferee who has become a Substitute Member has, to the extent of the 
transfetredinterest,_all.the_rights, powers and benefits of and i s sub ject to the restrictions and 
liabilities of a Member under the Certificate, this Agreement and the Act. Upon admission of a 
transferee as a Substitute Member, the transferor of the Interest so held by the Substimte Member 
shall cease to be a Member of the Company to the extent of such transferred Interest. 

8.5 Aiiditinnal Memhcrs. 

Any Person acceptable to the Managing Member may become an additional 
member (“Additional Member") of the Company for such consideration as the Managing 
Member shall determine, provided that such Additional Member complies with all the 
requirements of a transferee under Sections 8J(a) and (b) hereof. No Additional Member shall 
be entitled to any retroactive allocation of losses, income or expense deductions incurred by the 
Company. 


ARTICLE? 

DISSOLUTION AND TERMINATION 

9.1 Events raii.singPi.ssnliitinn. 

The Company shall be dissolved upon the first to occur of the following events: 

(a) The vote of all the Managing Members to dissolve; 

(b) The sale or other disposition of substantially all of the assets of the 
Company and the receipt and distribution of all the proceeds therefrom; 

(c) The death, incapacity, resignation, expulsion, bankruptcy or dissolution of 
a Member or the occurrence of any other event which, pursuant to the Act, terminates the 
continued membership of a Member in the Company, unless within one-hundred and eighty days 
after such event the business of the Company is continued by the consent (which consent may be 
unreasonably or arbitrarily withheld) of a Majority in Interest of the remaining Members; 

(d) Upon an Event of Withdrawal of a Member or upon the occurrence of any 
other event which terminates the continued membership of a Member in the Company, if within 
90 days after such event a Majority in Interest of the remaining Members agree to dissolve the 
Company; or 


(e) Except as otherwise agreed upon in this Agreement, any other event 
causing a dissolution of the Company under the provisions of the Act. 
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9.2 Nnticeii to Secretary nf State. 

(a) Within ninety days following the dissolution and the coininencement of 
the winding up of the Company, the Company shall, as appropriate, file a Certificate of 
Cancellation with the Secretary of State of Delaware. 

9.3 Cash Distrihiitinn.s Upon TKssnIiitinn . 

lUpon_the.dissolutiQn.ofthe_Company as_a result of the pccurrence^ofany^of_tlm__ 

events set forth in Section 9.1 hereof, the Managing Member shall proceed to wind up the affairs 
of and liquidate the Company, and the Liquidation Proceeds shall be applied and distributed in 
the following order of priority: 

(a) First, to the payment of debts and liabilities of the Company in the order of 
priority as provided by law (including any loans or advances that may have been made by any of 
the Members to the Company) and the expenses of liquidation. 

(b) Second, to the establishment of any reserve which the Managing Member 
may deem reasonably necessary for any contingent, conditional or unassened claims or 
obligations of the Company. Such reserve may be paid over by the Managing Member to an 
escrow agent to be held for disbursement in payment of any of the aforementioned liabilities and, 
at the expiration of such period as shall be deemed advisable by the Managing Member, for 
distribution of the balance in the manner provided in this Article 9. 

(c) Finally, the remaining balance of the Liquidation Proceeds, if any, to the 
Members, first for the return of their contribution, to the extent not previously returned, and 
second pro rata in proportion to their respective Percentage Interests. 

9.4 loJUud. 

Notwithstanding the foregoing, in the event that the Managing Member shall 
determine that an immediate sale of part of or all of the Property would cause undue loss to the 
Members, or the Managing Member determines that it would be in the best interest of the 
Members to distribute the Property to the Members in-kind (which distributions do not, as to the 
in-kind portions, have to be in the same proportions as they would be if cash were distributed, 
but all such in-kind distributions shall be equalized, to the extent necessary, with cash), then the 
Managing Member may either defer liquidation of, and withhold from distribution for a 
reasonable time, any of the Property except that necessary to satisfy the Company’s debts and 
obligations, or distribute the Property to the Members in-kind. 
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ARTICLE 10 

ACCOUNTING AND BANK ACCOUNTS 

10.1 Fisral Year and Acrniintine Method . 

The fiscal year and taxable year of the Company shall be as designated by the 
Managing Member in accordance with the Act The Managing Member shall also determine the 
accounting method to be used by the Company. 

10.2 Bnnks and Rerfirrt.s. 

(a) The books and records of the Company shall be maintained at its principal 
offices as set forth in Section 1.2 hereof. 

(b) Each Member (or such Member's designated representative) shall have the 
right during ordinary business hours and upon reasonable Notice to the Managing Member to 
inspect and copy (at such Member’s own expense) the books and records of the Company. 

(c) Proper and complete records and books of account shall be kept by the 
Managing Member in which shall be entered all transactions and other matters relative to the 
Company’s business. The Company's books and records shall be prepared in accordance with 
generally accepted accounting principles, consistently applied. 

10.3 Tax Return s and F.lfctinns. 

(a) The Company shall cause to be prepared and timely filed all federal, state 
and local income tax returns or other returns or statements required by applicable law. 

(b) As soon as reasonably practicable after the end of each fiscal year of the 
Company, the Company shall cause to be prepared and delivered to each Member all information 
with respect to the Company necessary for the Member’s federal and state income tax returns. 

10.4 Bank Accounts. 

All funds of the Company shall be deposited in a separate bank, money market or 
similar account(s) approved by the Managing Member and in the Company’s name. 

Withdrawals therefrom shall be made only by the Managing Member or persons authorized to do 
so by the Managing Member. 


ARTICLE 11 
MISCELLANEOUS 

11.1 Title tn Property . 

Title to the Property shall be held in the name of the Company. No Member shall 
individually have any ownership interest or rights in the Property except indirectly by virtue of 
such Member’s ownership of an Interest. No Member shall have any right to seek or obtain a 
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partition of any of the assets of the Company, nor shall any Member have the right to any specific 
assets of the Company upon the liquidation of, or any distribution fi-om, the Company. 

11.2 aaiyei.flt.Brfaalt. 

No consent or waiver, express or implied, by the Company or a Member, with 
respect to any breach or default by the Company or a Member hereunder, shall be deemed or 
construed to be a consent or waiver with respect to any other breach or default by any party of the 

sameprr)vision-orany-other-pravision43f.this-Agreenient.J=ailureLon-the.parLciltheCDiapanyDr 

a Member to complain of any act or failure to act by the Company or a Member or to declare 
such party in default shall not be deemed to constitute a waiver by the Company or the Member 
of any rights hereunder. 

11.3 Amenilment. 

This Agreement shall not be altered, modified or changed except by an 
amendment approved by at least a majority of the Percentage Interests of the Members, 

None of the provisions contained in this Agreement shall be for the benefit of or 
enforceable by any third parties, including creditors of the Company. The parties to this 
Agreement expressly retain any and all rights to amend this Agreement as herein provided, 
notwithstanding any interest in this Agreement or in any party to this Agreement held by any 
other Person. 


11.5 Severfthility 

In the event any provision of this Agreement is held to be illegal, invalid or 
unenforceable to any extent, the legality, validity and enforceability of the remainder of this 
Agreement shall not be affected thereby and shall remain in fall force and effect and shall be 
enforced to the greatest extent permitted by law. 

11.6 Nature of Interest in the Company. 

A Member's Interest shall be personal property for all purposes. 

Subject to the restrictions on the disposition of Interests herein contained, the 
provisions of this Agreement shall be binding upon, and inure to the benefit of, the parties hereto 
and their respective heirs, personal representatives, successors and permitted assigns. 

ll.g Headings . 

The headings of this Agreement are for convenience only and shall not be 
considered in constming or interpreting any of the terms or provisions hereof. 
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11.9 Wnrrt MeaninfS. 

The words such as “herein," "hereinafter,” “hereof," and “hereunder” refer to this 
Agreement as a whole and not merely to a subdivision in which such words appear unless the 
context otherwise requires. The singular shall include the plural, and vice versa, unless the 
context otherwise requires. 

This Agreement may be executed in several counterparts, all of which together 
shall constitute one agreement binding on all parties, notwithstanding that all the parties have not 
signed the same counterpart. 

11.11 Entire Agreement 

This Agreement contains the entire operating agreement of the Company and 
supersedes all prior writings or agreements with respect to the subject matter hereof. 

The Members executing this Agreement below and any Additional or Substitute 
Member(s) represent and warrant by signing this Agreement that the Interest acquired by 
him/her/it was acquired for his/her/its own account, for investment only, and not for the benefit 
of any other Person, and not for resale to any other Person or future distribution, and that 
he/she/it has relied solely on the advice of his/her/its personal tax, investment or other advisor(s) 
in making his/her/its investment decision. The Managing Member has not made and hereby 
makes no warranties or representations other than those set forth in this Agreement. 

11,13 nnverningl,aw. 

This Agreement shall be construed according to and governed by the laws of the 
State of Delaware. 


NY01DO0SC621T3,05 


18 


PSI-QUEL 26660 



2555 


Namp 

Bamville Limited 

EAICS 


,s rH F,m;T.R a - m embers 


Initial Capital rnntrihiirinn 


Portfolio Shares as described on 
attached Schedule C 

Management and consulting services 
as described in the letter attached as 
Exhibit I 


Percentage. 

Interest 




1 % 


100 % 
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srHFmn^KR- TAXES 


1. r>t»finitiftns . 

"Capitai Account” means a separate account established by the Company and 
maintained for each Member in accordance with this Schedule B. 

“Code” means the Internal Revenue C^e of 1986, as amended. 

“Member's Share of Company Minimum Gain” means an amount determined 
(i) in accordance with rules applicable to partnerships in Treasury Regulations Section 1.704-2(g) 
with respect to a nonrecourse liability of the Company in which no Member bears the economic 
risk of loss and (ii) in accordance with rules applicable to partnerships in Treasury Regulations 
Section 1.704-2(i) with respect to a nonrecourse liability of the Company in which any Member 
bears any portion of the economic risk of loss. 

“Minimum Gain” means the amount of gain, if any, as set forth in rules applicable 
to partnerships in Treasury Regulations Section 1.704-2(d) that would be realized by the 
Company if it disposed of (in a taxable transaction) property subject to a nonrecourse liability of 
such Company, in full satisfaction of such liability (and for no other consideration). 

“Profits and Losses For Tax Purposes” means, for accounting and tax purposes, 
the various items with respect to partnerships set forth in Section 702(a) of the Code and all 
applicable regulations, or any successor law, and shall include, but not be limited to, items such 
as capital gain or loss, tax preferences, credits, depreciation, other deductions and depreciation 
recapture. 


"Treasury Regulations” means the regulations promulgated by the Treasury 
Department with respect to the Code, as such regulations are amended from time to time, or 
corresponding provisions of future regulations. 

2, Ma i ntnnanfB nf Capi ta l Accniints . 

The Company shall maintain for each Member a separate account (“Capital 
Account”) in accordance with the rules applicable to partnerships in Treasury 
Regulations 1.704-l(b)(2)(iv) or any successor Treasury Regulations which by their terms would 
be applicable to the Company. No Member shall be entitled to receive or be credited with any 
interest on the balance of such Member’s Capital Account at any time. 

3. Alinratinn nf Rmfits and ImssexFor Tax Purposes. 

Except as otherwise provided in Section 4 of this Schedule B, all Profits and 
Losses for Tax Purposes of the Company shall be allocated among the Members in accordance 
with their respective Percentage Interests. 
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4. Special Altotinns- 

(a) Notwithstanding any other provisions of this Agreement to the contrary, if 
the amount of any Minimum Gain at the end of any taxable year is less than the amount of such 
Minimum Gain at the beginning of such taxable year, there shall be allocated to each Member 
gross income or gain (in respect of the current taxable year and any future taxable year) in an 
amount equal to such Member’s share of the net decrease in Minimum Gain during such year in 
accordance with Treasury Regulations Section i.704-2(f). Such allocation of gross income and 
gain-Shallbejnade prior taanyjotherallocation_Qtincome,^gainJoss^deductiQmor 

Section 705(a)(2)(B) expenditure for such year. Any such allocation of gross income or gain 
pursuant to this Section shall be taken into account, to the extent feasible, in computing 
subsequent allocations of income, gain, loss, deduction or credit of the Company so that the net 
amount of all items allocated to each Member pursuant to this paragraph shall, to the extent 
possible, be equal to the net amount that would have been allocated to each such Member 
pursuant to the provisions of this paragraph if the allocations made pursuant to the first sentence 
of this paragraph had not occurred. This provision is intended to be a minimum gain chargeback 
as described in Treasury Regulations Section 1.704-2(f) and shall be interpreted consistent 
therewith. 


(b) Notwithstanding any other provisions of this Agreement to the contrary, 
except as provided in Section 4(a) of this Schedule B, if there is a net decrease (as determined in 
accordance with Treasury Regulations Section I.704-2(i)(3)) during a taxable ye^ in Minimum 
Gain attributable to a non-recourse debt of the Company for which any Member bears the 
economic risk of loss (as determined in accordance with Treasury Regulations Section 1.704- 
2(b)(4)), then any Member with a share of the Minimum Gain (as determined in accordance with 
Treasury Regulations Section 1.704-2(i)(5)) attributable to such debt (determined at the 
beginning of such taxable year) shall be allocated in accordance with Treasury Regulation 
Sections 1.704-2(i)(4) items of Company income and gain for such taxable year (and, if 
necessary, for subsequent years) in an amount equal to such Member’s share of the net decrease 
in the Minimum Gain attributable to such Member in accordance with Treasury Regulation 
Sections 1.704-2(i). Any allocations of items of gross income or gain pursuant to this paragraph 
shall not duplicate any allocations of gross income or gain pursuant to Section 4(a) of this 
Schedule B and shall be taken into account, to the extent feasible, in computing subsequent 
allocations of the Company, so that the net amount of all items allocated to each Member 
pursuant to this paragraph shall, to the extent possible, be equal to the net amount that would 
have been allocated to each Member pursuant to the provisions of this paragraph if the 
dloeations made pursuant to the first sentence of this paragraph had not occurred. This provision 
is intended to be a partner minimum gain chargeback as described in Treasury Regulation 
Sections 1.704-2(i)(4) and shall be interpreted consistent therewith. 

(c) Notwithstanding any other provisions of this Agreement to the contrary, 
except as provided in Sections 4(a) and 4(b) of this Schedule B, if any Member unexpectedly 
receives any adjustments, allocations or distributions described in Treasury Regulations 
Section 1.704-l(b)(2)(ii)(d)(4), (5) or (6) that reduces any Member’s Capital Account below zero 
or incre^s the negative balance in such Member’s Capital Account (taking into account such 
Member’s deficit restoration obligation), gross income and gain shall be allocated to such 
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Member in an amount and manner sufficient to eliminate any negative balance in such Member’s 
Capital Account {taking into account such Member’s deficit restoration obligation) created by 
such adjustments, allocations or distributions as qniddy as possible in accordance with Treasury 
Regulation Sections 1.704-l(b)(2)(ii)(d). Any such allocation of gross income or gain pursuant 
to this paragraph shall be in proportion with such negative Capital Accounts of the Members. 

Any allocations of items of gross income or gain pursuant to this paragraph shall not duplicate 
any allocations of gross income or gain made pursuant to Section 4(a) or 4(b) of this Schedule 
B and shall be taken into account, to the extent feasible, in computing subsequent allocations of 

mcottB,^gairr,105S7deTlaaxcsrrorcredit7^o that the nebamount irf^lHtetnrallocatedloreach 

Member pursuant to this paragraph shall, to the extent possible, be equal to the net amount that 
would have been allocated to each such Member pursuant to the provisions of this paragraph if 
such adjustments, allocations or distributions had not occurred. This provision is intended to be 
a qualified income offset as described in Treasury Regulations Section 1.704-l(b)(2)(ii)(d) and 
shall be interpreted consistent therewith. 

(d) Any item of Company loss, deduction or Section 705(a)(2)(B) expenditure 
that is attributable to a non-recourse debt of the Company for which any Member bears the 
economic risk of loss (as determined in accordance with rules applicable to partnerships in 
Treasury Regulations Section 1 .704-2(b)(4)) shall be allocated to such Member in accordance 
with Treasury Regulations Section 1.704-2(i). 

(e) In accordance with Section 704(c) and the Treasury Regulations 
thereunder, if property is contributed to the Company and the fair market value of such property 
on the date of its contribution differs from the adjusted tax basis of such property, any income, 
gain, loss and deduction with respect to such property shall, solely for tax purposes, be alloca^ 
among the Members so as to take into account any variation between the adjusted tax basis to the 
Company of such property for federal income tax purposes and the fair market value of such 
property on the date of contribution to the Company. Such allocations shall be made using a 
reasonable method that is consistent with the purpose of Section 704(c) of the Code pursuant to 
Treasury Regulations Section 1.704-3. 


5. PersniB KntiUed to Alincatinn.s. 

With respect to any period in which a transferee of the Interest of a Member is 
first entitled to a share of the Profits and Losses For Tax Purposes, the Company shall, with 
respect to such Profits and Losses For Tax Purposes, allocate such items among the Persons who 
were entitled to such items on a basis consistent with the provisions of the Code and the Treasury 
Regulations. 


6. lax-Matters Memher. 

Until otherwise determined by a Majority in Interest, the Managing Member is 
hereby designated as the Company’s ‘Tax Matters Member,” which shall have the same meaning 
as "tax matters partner” under the Code. The Tax Matters Member is specifically authorized to 
exercise all of the rights and powers granted to the Tax Matters Member under the Code and in 
such capacity is hereby authorized and empowered to act for and represent the Company and 
each of the Members before the Internal Revenue Service and any court with respect to any 
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auditor examination of any Company tax return and before any court and to retain such experts 
(including, without limitation, outside counsel or accountants) as deemed necessary. 

7. Negative Balance, 

No Member with a negative balance in such Member’s Capital Account shall have 
any obligation to the Company or any other Member to restore said negative balance to zero. 
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SCHRDTIT.R C. - PORTFOMO SHARFS 

The Portfolio Shares, comprised of the Portfolio A Shares and the Portfolio B Shares listed 
below, were received by the Company as the initial Capital Contribution ofBamville Limited, an 
initial Member of the Company ( “Bamville owning a 99% Membership Interest as a result of 

the Capital Contribution, The Portfolio A Shares are sultfect to the terms of a stock lending 
agreement dated December 28, 1999 between Bamville and Jackstones Limited ("Jackstones"} 

( the "Slock Loan Agreement ") that provides for, amongst other things, the redelivery of the 

PortfBlbMareJbyl'dcksidnesToBamvillelTpdhmttendemdndJo^tKdteffect^TlieCbmpdhyr — — 

Bamville and Jackstones have entered into an assignment of rights agreement as of the date of 
the Operating Agreement hereof pursuant to which Bamville has assigned some of its rights and 
obligations under the Stock Loan Agreement to the Company. The Portfolio B Shares are free 
from any liens, charges, encumbrances and any other security or quasi security interests. 

By its signature to the Operating Agreement. Bamville warrants and undertakes to the Company 
on a continuing basis that it is duly authorised and empowered to contribute, and is not 
restricted under the terms of its constitution or in any other manner from cordributing, the 
Portfolio Shares for its Interest in the Company as contemplated by the Operating Agreement, 
provided that the Company is likewise duly authorised and empowered to accept the 
contribution, and is not restricted under the terms of its Certificate of Formation or in any other 
manner from accepting the contribution of the Portfolio Shares in exchange for Bamville's 
Interest in the Company. 


Portfolio A Shares 


Share Name 

Number 
of Shares 

Relevant 

Stock 

Lending 

Agreement 

Value as of 
Stock Lending 
Date 

Value as of 
Effective Date 

[USD] 






Aulomalic Data Processinp 

H^RjH 

iillll 

■Bl 

80.644 llfi 


IIIRISHI 








32.571.500 


1.649.485 



53.726.202 

Bioeen Inc. 

mHi 




Clear Channel 
Communicafions 

973,596 

03 Jan 00 

85,433,049 

37,752,255 
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Dell Comnuter Comoration 

IHHH 

IRRH 

100.010.6i5 

41.638.215 

Ebav Inc. 

1,538,462 

28 Dec 99 

107.592.340 

■■nn 

Ebay Inc. 

250,000 

28 Feb 00 

18,132,812 

11,668,950 

Dsay inc. 

1,393,000 

06 Inn 00 

100,034,812 

65,019,389 

Nokia Corporation 

900,000 

06 Jun (K3 

50,062,500 

15,179,220 

Oracle Corporation 

900,000 

06 JunOO 

34,678,125 

11,087,190 

Sprint Corporation 
fPCS Orounl 

1,756,000 

06 Jun 00 

99,982,250 

44,368,853 

Qwest Communications 
International Inc. 

■ 

2,339.181 

03 Jan 00 

98,526,304 

46,691,223 

QualComm Inc. 

575,000 

28 Feb 00 

82,368,750 

27,141,265 

Xilinx Inc 

1,000,000 

28 Feb 00 

70,250,000 

25,756,400 

Totals 


■■ 

1392,266.774 

680.186.604 


Portfolio B Shares 


Share Name 

Number 

Value as of 


of Shares 

Effective Date 



rusDi 

Microsoft 

745,500 

38,866,717 

Intel Corp 

1,150,000 

24.706.600 

Cisco Systems, Inc. 

2,000,000 

25,101,200 

Totals 

3,895300 

88,674317 


To»al Value of Portfolio Shares as of Effective Date: $768,861,121 
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IN WITNESS WHEREOF, the undersigned have executed this Agreement as of 
the date first written above. 


MEMBERS 



NyOIDOCS/262173.05 
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IN WITNESS WHEREOF, the undersigned have executed this Agreement as of 
the date first written above. 


MEMBERS 



NY01DOCSffl62178.05 
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Euram Corporate Services 

CftEATivE Financial Solutions 


Titanium Trading Partners LLC 

19 Mount Havelock 

Douglas 

Isle of Man 

IM12QO 


Xt September 2001 


Dear Sirs 

In connection with the formation of Titanium Trading Farmers LLC (the "Company”), 
European American Investment Corporate Services Limited (the “Member”) and Bamville 
Limited will execute an operating agreement (the “Operating Agreement”). The Member wishes 
to contribute to the Company its management and consulting services for the Company and to 
receive the Membership Interest (as set forth on Schedule A to the Operating Agreement) in the 
Company. 

The Member hereby agrees to make an initial Capital Contribution (as defined in the 
Operating Agreement) of the Member's management and consulting services as reasonably 
necessary or desirable for the benefit of the Company. In accordance with the terms of the 
Operating Agreement, such Capital Contribution shall entitle the Member to all right, title and 
interest of a Member in the Company by virtue of a 1% Membership Interest in the Company. 
The Member shall not be entitled to any other compensation from the Company in exchange for 
the contribution of its services as provided herein. 



EUROPEAN AMERICAN INVESTMENT 
CORPORATE SERVICES LIMITED 





AGREED: 

BARNVILLE LIMITED 


Title: 


1 Great CunJ>erIand Place, Lontton WIH 7AI. Tefc +44(05^ 7258 0111 Far +44 (0)^ 7258 0333 
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OFFICER’S CLOSING CERTIFICATE FOR 
BARNVILLE LIMITED 


The undersigned hereby certifies that he is a duly appointed and acting Director of Bamville 
Limited, a company incorporated and registered in the Isle of Man (the “Company”), and that he is 
femiliar-withthe business andagairs-ofthe Compaiy and has lcnowledgeAvith-respeGt404he4natters- 
referenced below. 

The undersigned is submitting this Certificate pursuant to Section 2,2(bXii) of that certain 
Membership Interest Purchase Agreement (“Agreement”), dated as of September 24, 2001, by and 
between the Company and Titanium Acquisition Corporation, a Delaware corporation. Unless 
otherwise defined herein or the context otherwise requires, capitalized terms used herein shall have 
the meanings assigned to them in the Agreement. 

1. All of the representations and warranties made by the Company in the Agreement 
were true and correct as of the date of the Agreement and are true and correct in all material respects 
as of the date hereof with the same effect as if made as of the date hereof. 

2. The Company has performed and complied with all terms, conditions, covenants, 
obligations, agreements and restrictions required by the Agreement. 

IN WITNESS WHEREOF, the undersigned has executed this Certificate this 24"' day of 
September, 2001. 



Paul Moore 


319431.0009 LOS ANGELES 495807 vl 
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OFFICER’S CLOSING CERTIFICATE FOR 
EUROPEAN AMERICAN INVESTMENT CORPORATE SERVICES LIMITED 

The undersigned hereby certifies that he is a duly appointed and acting Director of European 
American Investment Corp orate Services Limited, a compa ny incorporated an d registered in E n gland 
(the “Company”), and that he is familiar with the business and affairs of the Company and has 
knowledge with respect to the matters referenced below. 

The undersigned is submitting this Certificate pursuant to Section 2.2(b){ii) of that certain 
Membership Interest Purchase Agreement (“Agreement”), dated as of September 24, 2001, by and 
between the Company and Cheryl Saban. Unless otherwise defined herein or die context otherwise 
requires, capitalized terms used herein shall have the meanings assigned to them in the Agreement; 

1. All of the representations and warranties made by the Company in the Agreement 
were true and correct as of the date of the Agreement and are true and correct in all material respects 
as of the date hereof with the same effect as if made as of the date hereof. 

2. The Company has performed and complied with all terras, conditions, covenants, 
obligations, agreements and restrictions required by the Agreement 

IN WrTNESS WHEREOF, the undersigned has executed this Certificate this 24th of 
September, 2001. 



319431.0009 LOS ANGELES 495B06vl 
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113-26-02 02-.3SPI1 Froii-OSVAII CAVE LLP 

0~f-r i.-fi/fM !.i, 
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K^t^fCi/d _ .. 

O'H /m< hiJa do imdm-tit^mni 

Uiti/i 6t(/ic/t&.tfffyH in 


.^4./Ar^rr.«WlV »/' 




AUtft/frr 


r ri > 

?2^ 


ii 


53 


THE TOTING, TBAKSm, ADD PERCENTAGE INTEREST OF THE SECOEITIES 
REPRESENTED BV THIS CERTIFICATE ARE SUBJECT TO THE TERM AND 
CONDITIONS OF AN OPERATINC AGREEMENT, AS AMENDED FROM TIME TO 
TIKE, A1S)HG THE ISSUER OF SUCT SECURITIES AND CERTAIN HOIDERS OF 
THE OUTSTANDING SECURITIES OF SUCH ISSUER. COPIES OF SUCH 
AGREEMENTS MAY BE OBTAINED AT NO COST BY WRITTEN REQUEST MADE BY 
THE BOEDER OF RECORD OF THIS CERTIFICATE TO THE MANAGING MEMBER 
OF SUCH ISSUER. 

THE SECURITIES REPRESENTED BY THIS CERTIFICATE HAVE BEEN ACQUIRED 
FOR INVESTMENT AND HAVE NOT BEEN BECISIERED UNDER THE SECURITIES 
ACT OF 1933, AS amended, OR ANY STATE SECURITIES OB BIUE SKY DAWS. 
THESE SECURITIES KAY NOT BE SOED OH TRANSFERRED IN THE ABSENCE OF 
SUCH REGISTRATION OR AN EREHPIION THEREFROM UNDER SAID ACT OR LAWS 
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03-26-82 02:37pi FroBi-BRYl^N CAVE UP 


4212S821900 


T-382 P.05/09 F-615 


< f-ci/iTi' v<il , 


cf 'J '* 




f/ ^ ^ W 


.■,/id 3 5:5 




-mr-an. 






Qki/&d 






‘vd'Yr 


THE VOTING, transfer, ANO FERCESTAOE INTEREST OF THE SECURITIES 
REERESEHIED by this certificate are S0B4ECI TO THE TERMS AND 
CONDITIONS OF AN OPERATING AGREEMENT, AS AMENDED FROM TIME TO 
TIME. AMONG the ISSUER OF SUCH SECURITIES AND CERTAIN HOIOERS 
OF THE OUTSTANDING SECURITIES OF SUCH ISSUER. COPIES OP SUCH 
AGREEMENTS MAY BE OBTAINED AT NO COST BY WRITTEN REQUEST MADE BY 
THE HOLDER OF RECORD OF THIS CERTIFICATE TO THE MANAGING MEMBER 
OF SUCH ISSUER. 

THE SECURITIES REPRESENTED BY THIS CERTIFICATE HAVE BEEN ACQUIRED 
FOR INVESTMENT AND HAVE NOT BEEN RECISTEHED UNDER THE SECURITIES 
ACT OF 1933, AS amended, OR ANY STAIR SECURITIES OR BLUE SKY LAWS. 
THESE SECUHITIES MAY NOT BE SOLD OR TRANSFERRED IN THE ABSENCE OF 
SUCH REGISTRATION OR AN EXEMPTION THEREFROM UNDER SAID ACT OR LAWS 
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ASSIGNMENT OF RIGHTS AGREEMENT 

THIS ASSIGNMENT OF RIGHTS AGREEMENT (the “Agreement”) is made as of 
the 21st day of September 2001. 

BETWEEN: 

(1) Bamville limited, a company organised under the laws of the Isle of Man (the 
“Original Party"); 


(2) Titanium Trading Partners LLC, a limited liability company organised under the 
laws of Delaware (the “New Party”); and 

(3) lackstones limited, a company organised under the laws of the Isle of Man (the 
“Remaining Party”) 

WHEREAS:- 

(A) The Original Party lent to the Remaining Party a number of shares including 
the Contribution Shares (as defined below) under certain stock lending 
transactions dated 28 December 1999, 3 January 2000, 10 January 2000, 28 
February 2000 and 6 June 2000 which were made pursuant to a stock lending 
agreement dated 28 December 1999 (the “Stock Lending Agreement”). 

(B) , The Original Party and the New Party have agreed to the Original Party 

contributing the Contribution Shares and a number of other shares not subject 
to the Stock Lending Agreement to the New Party in exchange for 99% of the 
interest in the New Party but, rather than recalling the Contribution Shares 
from the Remaining Party in accordance with the Stock Lending Agreement 
and then delivering them to the New Party, the Original Party and the New 
Party have agreed that such contribution can be effected by the Original Party 
transferring to the New Party all of its rights and obligations under the Stock 
Lending Agreement in so far as they relate to the Contribution Shares and 
otherwise, other than the Cash Collateral Obligation (as defined below). 

In consideration of the mutual promises and releases contained herein, it is 

hereby agreed as follows: - 

1. In this Agreement, capitalised terms not otherwise defined shall bear the 
following meanings: 

“Cash Collateral Obligation” means the obligation of the Original Party 
under the Stock Lending Agreement prior to the execution of this Agreement 
to repay to the Remaining Party the cash collateral amount allocable to the 
Contribution Shares (the “Cash Collateral Amount”), such amount having 
originally been transferred by the Remaining Party to the Original Party at the 
inception of the applicable stock lending transactions. 
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“Contribution Share(s)” means the shares set out in the Schedule hereto. 
“Effective Date” means the date of this Agreement. 

2. With effect on and from the Effective Date;- 

(a) the New Party undertakes to the Remaining Party to perform all the 

obligations due to be performed by the Original Party under the Stock 
Lending Agreement insofar as they relate to the Contribution Shares as 
if it were an original party thereto, save in relation to the Cash 
Collateral Obligation which shall remain an obligation of the Original 
Parly; 

(b) the Remaining Party hereby releases the Original Party from its 
obligations and liabilities under the Stock Lending Agreement insofar 
as they relate to the Contribution Shares save in relation to the Cash 
Collateral Obligation which shall remain an obligation of the Original 
Party; 

(c) the Remaining Party hereby undertakes to the New Party to perform 
and assumes obligations and liabilities in favour of the New Party 
identical to such of its obligations and liabilities as would arise in 
favour of the Original Party, including, but not limited to, the 
obligation of the Remaining Party to redeliver Equivalent Securities to 
the New Party pursuant to Clause 6 of the Stock Lending Agreement, 
other than those excepted in Clause 2(d) below, under the Stock 
Lending Agreement insofar as they relate to the Contribution Shares; 
and 

(d) the Original Party releases the Remaining Party from its obligations 
and liabilities to the Original Party under the Stock Lending Agreement 
insofar as they relate to the Contribution Shares, except those in 
relation to Clause 10 which shall remain in place as between the 
Original Party and the Remaining Party, and the Original Party hereby 
relinquishes all of its other tights, interests, duties, claims and benefits 
thereunder. 

3. In consideration of the Original Party retaining the Cash Collateral Amount, 
the Original Party will, in the event that the Remaining Party fails to redeliver 
the Contribution Shares to the New Party in accordance with the Stock 
Lending Agreement, pay on demand to the New Party the Cash Collateral 
Amount (or the relevant portion thereof), whereupon the New Party shall 
assume the Cash Collateral Obligation (or part thereof) as if it were an 
obligation originally assigned to it hereunder. The Remaining Party consents 
to such a payment and assignment in such circumstances. 


4. Each of the Remaining Party and the Original Party represents and warrants to 
the New Party that (i) it or he, as the case may be, has power to execute. 
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deliver and perform this Agreement and has taken aU necessary action to 
authorise such execution, delivery and performance and (ii) this Agreement 
constitutes its or his, as the case may be, legal, valid and binding obligations, 
enforceable in accordance with its terms (subject to applicable bankruptcy, 
insolvency, moratorium or other laws affecting creditors’ rights generally from 
time to time in effect), 

5. The New Party represents and warrants to the Remaining Party and the 
Original Party that (i) it has power to execute, deliver and perform this 
Agreement and has taken all necessary action to authorise such execution, 
delivery and performance and (ii) this Agreement constitutes its legal, valid 
an^^inaihg bblipb'bhs, eriforceableln accordance wftirits termr(subjecrto 
applicable bankruptcy, insolvency, moratorium or other laws affecting 
creditors’ tights generally from time to time in effect). 

6. This Agreement may be executed in any number of counterparts, each of 
which when executed and delivered shall be an original, but all the 
counterparts shall constitute one and the same instrument. 

7. This Agreement shall be governed and construed in accordance with the laws 
of the Isle of Man. 

IN WITNESS WHEREOF the parties hereto have caused this Agreement to be duly 

executed die day and year first before written. 


BarnvUle Limited 


Name: 

Title; 


Titanium Trading Partners LLC 


Name: 

Title: 


<f. A 
iUcjToiL 


Jackstones Limited 



Same: 

Title; TWuW 
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4. Each of the Remaining Party and the Original Party represents and warrants to 
the New Party that (i) it or he. as the case may be, has power to execute, 
deliver and perform this Agreement and has taken all necessary action to 
authorise such execution, delivery and performance and (ii) this Agreement 
constitutes its or his, as the case may be, legal, valid and binding obligations, 
enforceable in accordance with its terms (subject to applicable bankruptcy, 
insolvency, moratorium or other laws affecting creditors’ rights generally from 
time to time in effect). 

5. The New Party represents and warrants to the Remaining Party and the 
QriginaL Party _ that_(i)^it„has power Jo execut e, deliver and p erform this 

Agreement and has taken all necessary action to authorise such execution, 
delivery and performance and (ii) this Agreement constitutes its legal, valid 
and binding obligations, enforceable in accordance with its ternis (subject to 
applicable bankruptcy, insolvency, moratorium or other laws affecting 
creditors’ rights generally from time to time in effect). 

6. This Agreement may be executed in any number of counterparts, each of 
which when executed and delivered shall be an original, but all the 
counterparts shall constitute one and the same instrument. 

7. This Agreement shall be governed and construed in accordance with the laws 
of the Isle of Man. 

IN WITNESS WHEREOF the parties hereto have caused this Agreement to be duly 

executed the day and year first before written. 



Titanium Trading Partners LLC 


Name; 

Title; 


Jackstones Limited 


Name; 
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Schedule 

Contribution Shares 


Share Name 

Number 

Relevant 

Stock 

Lending 

Agreement 

Value as at 
Stock Lending 
Date 

Value as at 
Effective Date 

Adobe Systems Inc. 



99,954,000 

43.721.510 

Automatic Data f^ocessing 





Applied Materials Inc 





AOL Time Warner 

1.000,000 

03 Jan 00 


32,571,500 

AOL Time Warner 

1.649,485 

28 Feb 00 

HHliil 

53,726,202 

Biogen Inc. 

953,516 

28 Feb 00 


50.687.385 

Clear Channel 
Communications 

973,596 

03 Jan 00 



Dei! Computer Corporation 

2,238,000 

06 JunOO 


41.638.215 

Ebay Inc. 

1.538,462 

28 Dec 99 






18,132,812 

11,668,950 

Ebay Inc. 



100,034,812 

65,019,389 

Nokia Corporation 

900,000 

06 JunOO 

50,062,500 

15,179,220 

Oracle Corporation 



34,678,125 

11.087,190 

Sprint Corporation 
(PCS Group) 

1,756.000 


99.982.250 

44,368.853 

Qwest Communications 
International Inc. 

2,339,181 

03 Jan 00 

98,526.304 

46,691,223 

QualComm Inc. 

575,000 


82,368.750 

27,141,265 

Xilinx Inc 

1,000,000 

28 Feb 00 

70,250,000 

25,756,400 

Totals 

21,627,240 


1,392,266,774 

680,186,604 
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THE WARRANTS REPRESENTED BY THIS GLOBAL WARRANT {THE “WARRANTS’') HAVE NOT BEEN 
REGISTERED AND WILL NOT BE REGISTERED UNDER THE UNHED STATES SECURITIES ACT OF 1933. AS 
AMENDED (THE “SECURITIES ACT’). AND TRADING IN TWB WARRWm HAS NOT BEEN APPROVED BY THE 
UNITED STATES COMMODITY FUTURES TRADING COMMBON (TOE “CFTC") UNDER THE UNrTED STATES 
COMMODHT EXCHANGE ACT (THE “COMMODITY EXCHANGE ACT’). THE WARRANTS. OR INTERESTS 
THEREIN. MAY NOT AT ANY TIME BE OFFERED. SOLD. RESOLD. TRADED OR DELIVERED. DIRECTLY OR 
INDIRECTLY. IN THE UNITED STATES OF AMERICA (INCLUDINO THE STATES AND THE DISTRICT OF 
COLUMBIA). ITS TERRITORIES. ITS POSSESSIONS AND OTHER AREAS SUBJECT TO ITS JURISDICTION 
(“UNriED STATES”) OR DIRECTLY OR INDIRECTEY OFFERED. SOLD. RESOLD. TRADED OR Dm^lVERED TO. OR 
FOR THE ACCOUNT OR BENEFIT OF ANY PERSON fU-S. PERSON”) WHO IS (I) AN INDIVIDUAL WHO IS A 
CmZEN OR RESIDENT OF THE UNITED STATES; OR (11) A CORPORATION. PARTNERSHIP OR OTHER ENTITY 
ORGANISED IN OR UNDER THE LAWS OF THE UNITED STATES OR ANY POLITICAL SUBDIVISION THEREOF OR 
WHICH HAS rrS PRINCIPAL PLACE OP BUSINESS IN THE UNITED STATES: OR (III) ANY ESTATE OR TRUST 
WHICH IS SUBJECT TO UNITED STATES FEDERAL INCOME TAXATION REGARDLESS OP THE SOURCE OF ITS 
-!NGOMEt-GR-(IV)-AN-Y-TIU;ST4F-^- COURT WrrHlNJCHEJUNlTED STATES jS AB LE TO EXE RCISE PRMARY^ 
SUPERVISION OVER THE ADMINISTRATION OP THE TRUST AND IF ONE OR MORE UNITED STATES TRUSTEES 
HAVE THE AUTHORITY TO CONTROL ALL SUBSTANTIAL DEaSIONS OF THE TRUST; OR (V) A PENSION PLAN 
FOR THE EMPLOYEES. OFFICERS OR PRINCIPALS OP A CORPORATION. PARTNERSHIP OR OTHER ENTITY 
DESCRIBED IN (11) ABOVE; OR (VI) ANY ENTITY ORGANISED PRINCIPALLY FOR PASSIVE INVESTMENT. TEN 
PER CENT OR MORE OP THE BENEFICIAL INTERESTS IN WHICH ARE HELD BY PERSONS DESCRIBED IN (I) 
THROUGH (V) ABOVE IF SUCH ENTITY WAS FORMED PRINCIPALLY FOR THE PURPOSE OF INVESTMENT BY 
SUCH PERSONS IN A COMMODITY POOL THE OPERATOR OP WHICH IS EXEMPT FROM CERTAIN 
REQUIREMENTS FROM PART 4 OF THE CFTC’S REGULATIONS BY VnmJE OP ITS PARTICIPANTS BEING NON- 
U.S. PERSONS; OR (VII) ANY OTHER "U.S. PERSON" AS SUCH TERM MAY BE DEFINED IN REGULATIONS 
UNDER THE SECURITIES ACT OR IN REGULATIONS ADOPTED UNDER THE COMMODITY EXCHANGE ACT. IN 
ADDITION IN THE ABSENCE OF RELIEF FROM THE CPTC. OFFERS, SALES. RE-SALES. TRADES OR DELIVERIES 
OF WARRANTS. OR INTERESTS THEREIN. DIRECTLY OR INDIRECTLY IN THE UNITED STATES OR TO, OR FOR 
THE ACCOUNT OR BENEFIT OF U.S. PERSONS MAY CONSTITUTE A VIOLATION OF UNITED STATES LAW 
GOVERNING COMMODITIES TRADING. CONSEQUENTLY. ANY OFFER. SALE. RE-SALE. TRADE OR DELIVERY 
MADE. DIRECTLY OR INDIRECTLY. WrTHIN THE UNITED STATES OR TO. OR FOR THE ACCOUNT OR BENEFIT 
OF A U.S. PERSON WILL NOT BE RECOGNISED. 

TITANIUM TRADING PARTNERS LLC 
(the “Issuer”) 

GLOBAL CALL WARRANT 
In relation to a 

Basket of Shares of Companies in the US Technology Sector due 2i September 2006 


This global warrant (the “Global Warrant”) represents a duly authorised issue of 1000 
warrants (the “Warrants” and each one a “Warrant”) in relation to a Basket of Shares of 
Companies in the US Technology Sector due 21 September 2006. The Global Warrant is 
subject to the attached terms and conditions (the “Conditions”). 


The Global Warrant shall be governed by and construed in accordance with English law. 


In witness whereof this Global Warrant has been executed by Titanium Trading Partners LLC 
as a deed poll and delivered on the day and year first below written. 


Dated 21 September 2001 


SIGNED as a deed 

by Titanium Trading Partners LLC 


) 

) 

Mtit. 





In the presence of: 
Witness’ signature 


Name: 


Address; 


Warrant 
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TERMS AND CONDITIONS OF WARRANTS 
1. Defliiilions 

In these conditions: 

“Announcement Date” means (i) in respect of a Nationalisation, the date of the first public 
announcement of a firm intention to nationalise (whether or not amended or on the terms 
originally announced) that leads to the Nationalisation and (ii) in respect of an Insolvency, the 
date of the first public announcement of the institution of a proceeding or presentation of a 
petition or passing of a resolution (or other analogous procedure in any jurisdiction) that leads 
to the In^Ven^.l'neach casFas detemuhed by thels^uer. 

“Basket” means, with respect to a Warrant, a basket of shares comprising the Basket Shares 
specified in Schedule A hereto. 

“Basket Share” means any share that is for the time being comprised in the Basket. 

“Delivery Disruption” means, in the opinion of the Issuer, the failure of the Issuer to deliver 
on the Shares Settlement Date the requisite number of Basket Shares that is due solely to 
illiquidity in the market for such Basket Shares. 

“EAIB” means European American Investment Bank AG. a financial institution organised 
under the laws of Austria. 

“Exchange Notice” means a notice substantially in the form of the Exercise Notice as set out 
in Schedule A to these Conditions. 

“Exercise Price" means USD $1,153,292 per Warrant, less an amount (if any) equal to the 
net amount of any dividends payable on the Share Entitlement which are reflected by a 
change from cum dividend quotation to ex dividend quotation of the Basket Shares on the 
relevant Share Exchange(s) on any day falling after the Trade Date and on or before the 
Exercise Date. 

"Exercise Date" means 21 September 2006. 

"Insolvency" means that by reason of the voluntary or involuntary liquidation, bankruptcy or 
insolvency of or any analogous proceeding affecting the issuer of the Basket Shares are 
required to be transferred to a trustee, liquidator or other similar official, or (if holders of the 
Basket Shares become legally prohibited from transferring them. 

“Issue Date” means 21 September 2001 . 

“Merger Date" means, in respect of a Merger Event, the date upon which all holders of the 
necessary number of Basket Shares to constitute a Merger Event (other than, in the case of a 
take-over offer. Basket Shares owned or controlled by the offeror) have agreed to or have 
irrevocably become obliged to transfer their Basket Shares. 

“Merger Event” means, in respect of the Basket Shares, any (i) reclassification or change of 
such Basket Shares that results in a transfer of or an irrevocable commitment to transfer all 
such Basket Shares outstanding: (ii) consolidation, amalgamation or merger of the issuer of 
the Basket Shares with or into another entity (other than a consolidation, amalgamation or 
merger in which the issuer of the Basket Shares is the continuing entity and which does not 
result in any such reclassification or change of all such Basket Shares outstanding): or (iii) 
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other take-over offer for such Basket Shares that r^ult in a transfer of or an irrevocable 
commitment to transfer all such Basket Shares (other than such Basket Shares ovmed or 
controlled by the offeror), in each case if the Merger Date is on or before the Expiration Date. 

“Merger Event Settlement Amount” means an amount as determined by the Issuer which 
shall seek to preserve for the Holder(s) (as defined under Clause 2) the economic equivalent 
of any payment or delivery (assuming satisfaction of each applicable condition precedent) to 
which the Ho!der(s) would have been entitled under the Warrant(s) after the date but for the 
occurrence of the Merger Event. 

“Nationalisation” means, with respect to any of the Basket Shares, all the Basket Shares or 
jlLthe Mset^r substantiall^^^ the assets of the issuer of the Basket Shares are nationalised, 
expropriated or are otherwise required To T>e^tfSSieaed~ 16“ anjrgoveiBffientll^ agency,- 
authority or entity. 

"Nationalisation/Insolvency Settlement Amount” means an amount determined by the 
Issuer which shall seek to preserve for the Holders(s) the economic equivalent of any 
payment or delivety (assuming satisfaction of each applicable condition precedent) to which 
the Holder(s) would have been entitled under the Warrant (s) after that date but for the 
occurrence of the Nationalisation or Insolvency (as the case may be). 

“New Shares” means shares (whether of the offeror or a third party). 

"Other Consideration” means cash and/or any securities (other than New Shares) or assets 
(whether of the offeror or a third party). 

“Potential Adjustment Event” means, with respect to any of the Basket Shares: 

(a) a subdivision, consolidation or reclassification of the Basket Shares (unless a 
Merger Event), or a free distribution or dividend of any such Basket Shares to 
existing holders by way of a bonus, capitalisation or similar issue; 

(b) a distribution or dividend to existing holders of the Basket Shares of (i) such 
Basket Shares, or (ii) other share capital or securities granting the right to 
payment of dividends and/or the proceeds of liquidation of the issuer of the 
Basket Shares equally or proportionately with such payments to holders of 
such Basket Shares, or (iii) any other type of securities, rights or warrants or 
other assets, in any case for payment (cash or other) at less than the 
prevailing market price as determined by the Issuer; 

(c) an extraordinary dividend; 

(d) a call by the issuer of the Basket Shares whether out of profits or capital and 
whether the consideration for such repurchase is cash, securities or odterwise; 
or 

(e) any other similar event that may have a diluting or concentrative effect on the 
theoretical value of the Basket Shares. 

“Settlement Business Day” means a day (other than Saturday or Sunday) on which each (i) 
banks in New York and the relevant Settlement System are open for business. 

'Settlement Disruption" means, in the opinion of the Issuer, any circumstance beyond the 
control of the Issuer as a result of which the relevant Settlement System cannot clear the 
transfer of the appropriate number of Basket Shares. 
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"Settlement System" means, with respect to Basket Shares, the system through which such 
shares are customarily settled or any successor to such respective settlements systems. If the 
relevant settlement system ceases to settle the Basket Shares, the Issuer will, in its sole 
discretion, determine another manner of settlement of such Basket Shares. 

"Share Entitlement" means one Basket per Warrant 

“Share Exchange" means, with respect to a Basket Share, NASDAQ, or such other stock 
exchange as the Issuer shall determine to be the principal stock exchange on which a Basket 
Share is listed or traded. 


"Share Settlement Date” means, subject to Condition 6, the fifth Settlement Business l5ay 
after the Exercise Date. 

"USD" means lawful currency of the United States of America. 

2. Form and Transfer 

The Warrants will at all times be represented by a Global Warrant which will not itself be 
transferable and which will be deposited with EAIB. Definitive warrants will not be issued. 

Notwithstanding any notice to the contrary, the person for the time being appearing in the 
books of EAIB as the holder of a Warrant shall, for all purposes, be treated by the Issuer and 
all other persons as the person who is from time to time entitled to exercise the Warrants, 
being the person who is recorded in the books of EAIB as the holder thereof (the "Holder” 
and, collectively, the “Holders”). 

All transactions involving the Warrants (including transfers), in the open market or otherwise, 
must be affected through an account at, and in accordance with any applicable rules and 
procedures of EAIB. Title to each Warrant will pass upon registration of the transfer in the 
books of the relevant Clearing System. The minimum trading lot for the Warrants is one 
Warrant and multiples of one Warrant thereafter. 

3. Status 

The Warrants (i) constitute unsecured and unsubordinated obligations of the Issuer, (ii) rank 
equally among themselves and (iii) at the date the Warrants were issued rank equally with all 
other present and future unsecured and unsubordinated obligations of the Issuer, other than 
obligations preferred by law. The underlying assets do not constitute obligations of the Issuer 
and the issue of Warrants shall not result in any rights or obligations arising on the Holder or 
the Issuer in respect of such underlying assets. Neither the Issuer nor the Holder is obliged 
(but it may) to purchase, hold or deliver (other than in accordance with these Conditions) any 
underlying assets. 

The Warrants are not secured by any of the Basket Shares or any other securities. 

4. Exercise Rights 

(a) Exercise Rights 

Each Warrant will, when duly exercised in accordance with the terms and conditions set out 
below, entitle the Holder to purchase from the Issuer the Basket in consideration of the 
payment of the Exercise Price. 
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(b) Issuer’s Obligations 

In no event shall the Issuer have any liability for indirect, incidental or consequential damages 
(whether or not it has been advised of the possibility of such damages). 

The exercise and settlement of the Warrants is subject to all applicable fiscal and other laws, 
regulations and practices in force on and following the Exercise Date and/or the Share 
Settlement Date. 

The Issuer shall not incur any liability whatsoever if, after using its reasonable efforts, it is 
unable to effect the transactions contemplated as a result of any such laws, regulations or 
practices. 


(c) Prescription 

If an Exercise Notice for a Warrant has not been duly completed and delivered in accordance 
with the provisions of Condition 5 set out below, by 10:00am (London time) on the 
Expiration Date, than that Warrant shall become void. 

5. Exercise Procedure 

(a) Exercise Notice 

Subject to the exercise by the Issuer of the Issuer Call Right in accordance with Condition 12, 
or the to prior cancellation by the Issuer in accordance with the provisions of Condition 13, 
the Warrants may be exercised on the Exercise Date by the Holder delivering a duly 
completed Exercise Notice to EAIB on or before 12.00am (London time) on such day. Any 
Exercise Notice delivered after 12.00am on the Exercise Date shall be void and of no effect. 

The Exercise Notice shall be in substantially the form set out in Schedule B hereto. 

(b) Verification 

Upon receiving an Exercise Notice, EAIB, shall verify that the person exercising the Warrants 
specified in the Exercise Notice is the Holder of those Warrants according to its books. 
Subject to such verification, EAIB will confirm to the Issuer the number of Waaants being 
exercised. 

If the number of Warrants being exercised specified in the Exercise Notice exceeds the 
number of Warrants in the warrant account specified in the relevant Exercise Notice, the 
Exercise Notice will be deemed to be null and void and EAIB, will notify the Issuer 
accordingly. If the number of Warrants being exercised specified in the Exercise specified in 
the Exercise Notice does not exceed the number of Warrants in EAIB’s account specified in 
the relevant Exercise Notice, then EAIB, will, on or before the Share Settlement Date, debit 
the account of the relevant Holder with the Warrants being exercised. 

The Issuer will notify Holders as soon as reasonably practicable after it becomes aware of any 
Exercise Notice being invalid. 

(c) Settlement 

If a Warrant has been duly exercised in accordance with these conditions then on the Share 
Settlement Date the relevant Holder shall pay to the Issuer the Exercise Price and the Issuer 
shall transfer to the relevant Holder the Share Entitlement. 
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Such payment and such delivery will be made through the appropriate Settlement System at 
the account or by reference to an identification code notified to the Holders by the Warrant 
Agent, in the case of the Issuer, and, in the case of the Holders, as set out in the Exercise 
Notice, on a delivery against payments basis (wherever possible through relevant Settlement 
System). 

(d) Effect of Exercise 

Unless the exercise is determined to be improper, (i) the delivery of an Exercise Notice in 
relation to a Warrant shall constitute an irrevocable election and undertaking by the Holder to 
exercise that Warrant and (ii) after delivery of the Exercise Notice the relevant Holder may 
not transfer either legal or beneficial ownership of, or otherwise deal with, the Warrants being 
exercised. Notwithstanding this, if following the delivery of an Exercise Notice, any Holder 
does transfer or attempt to transfer the Warrants referred to in the Exercise Notice (the 
“Exercised Warrants”), then the Holder will be liable to the Issuer for any losses, reasonable 
costs and expenses suffered or incurred by the Issuer including those suffered as result of the 
Issuer terminating any related hedging arrangements as a result of receiving the relevant 
Exercise Notice and subsequently (i) entering into replacement hedging arrangements in 
respect of the Exercised Warrants or (ii) paying any amount in relation to the Exercised 
Warrants either with or without having entered into replacement hedging arrangements. 

(e) Expenses 

A Holder exercising a Warrant shall pay (i) all expenses including, without limitation, all 
stamp, issue, registration, securities transfer or other similar taxes or duties (“expenses"), if 
any, payable in connection with the issue and/or exercise of the Warrants, (ii) all expenses 
involved in delivering the Exercise Notice. 

(f) Determinations 

Any determination as to whether a Warrant has been properly exercised shall be made by the 
Issuer and shall be conclusive and binding on the Holder of that Warrant. Any attempt to 
exercise a Warrant that is determined to be improper shall be null and void and a further 
attempt will be determined in relation to when the subsequent Exercise Notice is delivered. 
The Issuer and EAIB will endeavour to notify the Holder of an improperly exercised Warrant 
of the improper exercise as soon as possible upon becoming aware of such improper exercise. 
In the absence of negligence or wilful misconduct, the Issuer or EAB, will not be liable to 
any person tor any action taken or omitted to be taken by it in connection with the notification 
or determination of an improper exercise. The Issuer will not under any circumstances be 
liable for any acts or defaults of EAIB in relation to the performance of their duties in relation 
to the Warrants, 


(g) Global Warrant 

When a Warrant is exercised, the Issuer will advise EAIB, and EAIB will note the exercise on 
the Global Warrant and the number of Warrants represented by such Global Warrant shall be 
reduced by the cancellation of the Warrants exercised. 

6. Settlement Disruption 

If in the opinion of the Issuer there is a Settlement Disruption in relation to the Basket Shares 
which prevents delivery of such Basket Shares on the original Share Settlement Dale, the 
Share Settlement Date will be the first succeeding day on which there is no Settlement 
Disruption provided always that, if Settlement Disruption prevents settlement on each of the 
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10 Settlement Business Days immediately following the original Share Settlement Date, (i) if 
such Basket Shares can be delivered in any other commercially reasonable manner, then the 
Share Settlement Date will be the first day on which settlement of a sale of Basket Shares 
executed on that lO* Settlement Business Day customarily would take place using such other 
commercially reasonable manner of delivery, and (H) if such Shares cannot be delivered in 
any other commercially reasonable manner, then the Share Settlement Date will be postponed 
until delivery can be effected through the relevant Settlement System or in any other 
commercially reasonable manner. 

7. Delivery Disruption 

If in the opinion of the Issuer there is a Delivery Disruption in relation to the Basket Shares 
and the Issuer has notified the relevant Holder(s) within one Settlement System Business Day 
following the Exercise Date to that effect, then the Issuer may: 

(a) determine the obligation of the Holderfs) and/or the Issuer to deliver such Basket 
Shares and the Issuer will pay an amount as it determines shall seek to preserve for 
the Holder(s) the economic equivalent of the relevant receipt or delivery, as the case 
may be, (assuming satisfaction of each applicable condition precedent) to which the 
Holder(s) would have been entitled under the Warrant(s) after that date but for the 
occurrence of such Delivery Disruption, in which event the entitlements of the 
respective exercising Holder(s) to deliver or receive (as the case may be) such Basket 
Shares pursuant to such exercise shall cease and the Issuer’s obligations under the 
Warrant(s) shall be satisfied in full upon payment of such amount; or 

(b) determine that the Issuer shall deliver on the Share Settlement Date such number of 
Basket Shares as it can deliver on that date and that the Issuer shall pay an amount 
which it determines shall seek to preserve for the Holdet(s) the economic equivalent 
of the delivery or receipt (as the case may be) of the remainder of the Basket Shares 
(assuming satisfaction of each applicable condition precedent) to which the Holder(s) 
would have been entitled under the Warrant(s) after that date but for the occurrence 
of such Delivery Disruption, in which event the entitlements of the respective 
exercising Holderfs) to deliver or receive (as the case may be) such Basket Shares 
pursuant to such exercise shall cease and the Issuer’s obligations under the Wairant(s) 
shall be satisfied in full upon payment of such amount. 

8. Adjustment 

The Issuer shall determine whether or not at any time a Potential Adjustment Event has 
occurred in relation to the Basket Shares and where it determines that such an event has 
occurred, the Issuer will determine whether such Potential Adjustment Event has a diluting or 
concentrative effect on the theoretical value of the Basket Shares and, if so. will make such 
adjustment as it considers appropriate, if any, to the Conditions (including adjusting the Share 
Exercise Price and/or the Share Entitlement, which the Issuer determines to be appropriate to 
account for that diluting or concentrative effect and determine the effective date(s) of such 
adjustmenl(s). 

9. Merger Event 

If, in the opinion of the Issuer, a Merger Event has occurred in relation to the Basket Shares, 
then the Issuer may: 

(a) make such adjustment as it considers appropriate, if any, to the Conditions (including 
adjusting the Share Exercise Price and/or the Share Entitlement), to account for such 
Merger Event and determine the effective date(s) of such adjustment(s); or 
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(b) detennine that the Warrants shall be terminated, in which case the Warrants shall 
cease to be exercisable as of the Merger Date, (or in the ease of any Warrants which 
have been exercised but remain unsettled, the entitlements of the respective 
exercising Holder(s) to sell the Basket Shares pursuant to such exercise shall cease) 
and the Issuer's obligations under the Warrants shall be satisfied in full upon payment 
of the Merger Event Settlement Amount. 

10. Nationalisation or Insolvency 

If, in the opinion of the Issuer, a Nationalisation or an Insolvency has occurred in relation to 
any of the Basket Shares, then the Issuer may: 

(a) make such adjustment as it considers appropriate, if any, to the Conditions (including 
adjusting the Basket, Exercise Ftice an^or the Share Entitlement), which the Issuer 
determines to be appropriate to account for such Nationalisation and/or Insolvency 
(as the case may be) and detennine the effective date(s) of such adjustmentjs); or 

(b) determine that the Warrants shall be terminated, in which case the Warrants shall 
cease to be exercisable as of the Announcement Date, (or in the case of the Warrants 
which have been exercised but remain unsettled, the entitlements of the respective 
exercising Holder(s) to sell Basket Shares pursuant to such exercise shall cease) and 
the Issuer’s obligations under the Warrants shall be satisfied in full upon payment of 
the Nationalisation/Insolvency Settlement Amount. 

11. Illegality and Force Majcure 

The Issuer shall have the right to terminate its obligations under the Warrants if it determines 
that it is or will become unlawful or impractical for it to carry out all or any of its obligations 
under the Warrants for any reason including, without limitation, as a result of compliance 
with any applicable present or future law, rule, regulation, judgement, order or directive or 
with any requirement or request of any governmental, administrative, legislative or judicial 
authority or power. In such circumstances, the Issuer shall, if and to the extent permitted by 
applicable law, pay to each Holder in respect of each Warrant held by him an amount 
determined by the Issuer as representing the fair market value of such Warrant immediately 
prior to such termination (ignoring such illegality or impracticality), less the cost to the Issuer 
of, or the loss realised by the Issuer on, unwinding any underlying related hedge 
arrangements, all as determined by the Issuer. 

12. Issuer Call Right 

The Issuer shall have the right (but not the obligation) to call for all (but not some only) of the 
Warrants outstanding at any time during the period commencing on the Issue Date and ending 
on the date falling 270 days thereafter upon giving no less than 10 (ten) days prior written 
notice to the Holders in accordance with Condition 20(b) stating the date (the “Call Date”) 
upon which the call of Warrants is to be made. On the Call Date, the Issuer shall credit to the 
account of each Holder (as such account(s) are notified to it by the Holders for such purpose) 
an amount equal to the Call Price per Warrant owned by the relevant Holder and upon such 
payment that Holder's Warrants shall be cancelled and be of no further effect. 

For the purpose of the foregoing, the “Call Price” shall be an amount equal to the greater of 
(a) the subscription price for each Warrant (the “Subscription Price”) plus interest thereon for 
the period commencing on the Issue Date and ending on the Cali Date (both dates inclusive) 
at a rate equal to the rate of interest at which the Issuer deposited money, or would have been 
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able to deposit money, during entirety of that period and (b) the Subscription Price plus 50 per 
cent of the positive intrinsic value of each Warrant (if any) as at the Call Date. 

13. Purchase and Cancellation 

The Issuer or any of its affiliates may at any time purchase one or more of the Warrants at any 
price in the open market, by tender, by private treaty or otherwise. If a Warrant is purchased 
by the Issuer or its affiliate it may be cancelled, held or re-sold or otherwise dealt with. No 
Warrant that has been exercised or purchased and cancelled may be re-issued. 

14. Failure to Cover 

For so long as the Warrants remain outstanding, the Issuer hereby undertakes: 

(a) to hold as beneficial owner all of the shares comprised in the Basket or 
otherwise to have enforceable rights to receive on demand delivery of such shares; 
and 

(b) not to accept, assume or undertake any liability relating to any or all of the 
shares comprised in the Basket (whether conditional or unconditional, present or 
future) insofar as any such liability would, if performed, impair or otherwise limit the 
Issuer’s ability to satisfy its obligations with respect to the Warrants 

provided that, if either (a) and (b) are at any time not satisfied by the Issuer, then the 
Issuer shall nevertheless be deemed to be in compliance with this undertaking if it 
also owns at that time readily realisable assets (which, for these purposes, shall 
include cash balances and listed securities) having an aggregate value of at least three 
times the amount that would be required to comply with (a) and (b) above (whether in 
purchasing additional shares or unwinding any liability). 

In the event that the Issuer fails to maintain its undertaking under this Condition, and does not 
remedy such remission within 10 days of such failure, then the Issuer shall be required to 
exercise its rights to call the Warrants from each Holder pursuant to Condition 12. 

15. Taxation 

The Issuer is not liable for or otherwise obliged to pay, and the relevant Holder shall pay, any 
tax, duty, charges, withholding or other payment which may arise as a result of, or in 
connection with the issue, ownership, transfer, exercise or enforcement of any Warrant, 
including, without limitation, the delivery of any amount of Basket Shares. The Issuer shall 
have the right, but not the duty, to withhold or deduct from any amount payable to the Holder, 
such amount as is necessary (i) for the payment of any such taxes, duties, charges, 
withholdings or other payments or (ii) for effecting reimbursement in accordance with the 
following sentence. The relevant Holder shall promptly reimburse the Issuer, if the Issuer is 
obliged to pay any tax, duty, charge, withholding or other payment referred to in this 
condition. 

16. Invalidity and Modification 

Should any of the provisions contained in these Conditions be or become invalid, the validity 
of the remaining provisions shall not be affected in any way. The Issuer will endeavour in 
good faith to replace the invalid or unenforceable provisions with valid provisions the 
economic effect of which comes as close as possible to that of the invalid or unenforceable 
provisions. 
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The Issuer may modify the Conditions without the consent of the Holders for the purposes of 
curing any ambiguity or correcting or supplementing any provision contained herein in any 
manner which the Issuer may deem necessary or desirable provided that such modification is 
not materially prejudicial to the interests of the Holders. Notice of any such modification will 
be given to the Holders in accordance with Condition 20, but failure to give, or non-receipt of, 
such notice will not affect the validity of such modification. 

17. Further Issues 

The Issuer may, from time to time without the consent of the Holders, create and issue further 
Warrants which form a single series with the Warrants. 

18. Substitution 

The Issuer may at any time, and from time to time, without the consent of the Holders, 
substitute for itself as obligor under the Warrants, any subsidiary or holding company of the 
Issuer or any subsidiary of such holding company which at the time of such substitution has 
the same credit rating as the Issuer (the “New Issuer”), provided that the New Issuer shall 
assume all obligations that the Issuer owes to the Holders under or in relation to the Warrants. 
If such substitution occurs, then any reference in these conditions to the Issuer shall be 
construed as a reference to the New Issuer. Any substitution will be promptly notified to the 
Holder in accordance with these conditions. In connection with any exercise by the Issuer of 
the right of the Substitution, the Issuer shall not be obliged to have regard to any of the 
consequences suffered by individual Holders as a result of the exercise by the Issuer of the 
right of substitution, including consequences resulting from the Holders being for any purpose 
domiciled or resident in, or otherwise connected with, or subject to the jurisdiction of any 
particular territory. No Holder shall be entitled to claim from the Issuer any indemnification 
or repayment in respect of any consequence suffered by the Holder as a result of the exercise 
by the Issuer of the right of substitution. 

19. Governing Law 

The Warrants are governed by and construed in accordance with the laws of England. The 
Issuer hereby irrevocably agrees for the exclusive benefit of each Holder that the courts of 
England are to have jurisdiction to settle any disputes which may arise out of or in connection 
with the Warrants and that accordingly any suit, action or proceeding (together in this 
paragraph referred to as "Proceedings") arising out of or in connection with the Warrants 
may be brought in such courts. Nothing in this paragraph shall limit the right of the bearer of 
any Warrant to take Proceedings in any other court of competent jurisdiction, whether 
concurrently or not, 

20. Warrant Agent 

The Initial “Warrant Agent” is European American Investment Bank AG and its specified 
office is its head office at Suite lOLillengasse 1. 3"“ Floor, A-lOlO, Vienna, Austria. 

The Issuer reserves the right at any time to vary or terminate the appointment of EAIB and to 
appoint other or additional Warrant Agents. Notice of any such termination or appointment 
and of any changes in the specified office of EAIB will be given to the Holders in accordance 
with these Conditions. 

EAIB is acting solely as agent of the Issuer and does not assume any obligation or duty to, or 
any relationship of agency or trust for or with, any Holder. 
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21. Notices 

(a) To the Issuer 

Notice may be given to the Issuer by delivering the notice in writing to the Issuer at 19 Mount 
Havelock, Douglas, Isle of Man or such other address as may notified to the Holders in 
accordance with these Conditions. 

(b) To the Holders 

Any notice to the Holders will be deemed to have been duly given to the Holders if the notice 
is given to EAIB for onward transmission to the Holders. Any such notice shall be deemed to 
have been given by the Issuer to the Holders on the date the notice is given to EAB. 

22. Determinations of the Issuer 

All calculations, determinations or other decisions by the Issuer pursuant to these Conditions 
(including where a matter is to be decided by reference to the Issuer’s opinion) shall (save in 
the case of manifest error) be made in the Issuer’s sole and absolute discretion and shall be 
final and binding on the Holder. The Issuer shall not have any responsibility for any errors or 
omissions in the calculation and determination of the any payment due under Conditions 6 to 
12 arising from such errors or omissions. 
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SCHEDULE A 
Share Basket 


Stock 

Ticker 

Company 

No of Shares 
in Basket 

ADBE 

Adobe Systems Inc 

1,728,000 

ADP 

Automatic Data Processing 

1,733,000 

AMAT 

Applied Materials Inc 

700,000 

AOL 

America Online 

2,649,485 

BGEN 

Biogen Inc 

953,516 

ecu 

Clear Channel 

973,596 

CSCO 

Cisco Systems 

2,000,000 

DELL 

Dell Computer 

2,238,000 

EBAY 

EBAY 

3,181,462 

INTC 

Intel Corp 

1,150,000 

MSFT 

Microsoft Inc 

745,000 

NOK 

Nokia Corp - Spon ADR 

900,000 

ORCL 

Oracle Corporation 

900,000 

PCS 

Sprint Corp (PCS Group) 

1,756,000 

Q 

QWEST 

2,339,181 

OCOM 

Qualcomm Inc 

575,000 

XLNX 

Xilinx 

1,000,000 

Total 


25,522,240 
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SCHEDULE B 


THIS EXERCISE NOTICE SHALL NOT BE EFFECTIVE UNLESS THE 
APPROPRIATE CERTIFICATION AS TO NON-BENEFICIAL OWNERSHIP HAS 
ALSO BEEN DELIVERED WHERE REQUIRED 


Titanium Trading Partners LLC 
Warrants 
In relation to 

a Basket of Shares of Companies in the US Technology Sector due 21 September 2006 


Exercise Notice for Warrants 

1. Name of the Holder of the Warrants 
(if joint Holders, insert all names) 

2. Address of the Holder 

(if joint Holders, insert the address of the first named Holder) 

3. Number of Warrants being exercised 

4. Warrant Account Details 

The Holder irrevocably instructs EAIB to debit its account, on or before the Share 
Settlement Date, with the Number of Warrants specified in section 3 of this notice. 

5. Undertaking 

The Holder undertakes to pay all expenses, including, without limitation, any 
applicable stamp duty and or any other duties or taxes due in connection with the 
exercise by the Holder of the Warrants and the Holder irrevocably instructs EAIB (i) 
to debit the account specified in section 4 of this notice with an amount equal to the 
sum of any such expenses, duties or taxes and (ii) to pay such expenses, duties or 
taxes. 

6. Signature of the Holder 

(If joint Holder’s, all Holder’s must sign) 

7. Date of this Notice 
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MEMBERSHIP INTEREST PURCHASE AGREEMENT 

Bated as of September 24, 2001 

between 

TITANIUM ACQUISITION CORPORATION, 
a Delaware corporation 

and 


BARNVILLE LIMITED, 

a company incorporated and registered in the Isle of Man 
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MEMBERSHIP INTEREST PURCHASE AGREEMENT 

THIS MEMBERSHIP INTEREST PURCHASE AGREEMENT (this 
•‘ Agreement ” which t£»m shall indude all Bchibits and Schedules hereto) is made as of 
Sqrtember 24, 2001, between Titanium Acquisition Ccaporation, a Delaware corpwation 
r PurchasM^ ’) and Bamville limited, a company incorporated and repstered m fte Isle of Man 
(“ Sdler "). with reference to the following facts; 

A. Sdler and Eurqjean American Investment Corporate Services Limited, a 
company incorpmated and regstered in England (“ European” !, are the only members of 
Titamum Trading Partners LLC, a Ddaware limited liability company (the “ Company” !. 

B. Sdler owns a ninety-nine percHtt (99%) Membership Interest in the 
Company (the “ Purchased Interesf *! and European owns the remaining one percent (1%) 
Membership Interest in the Company (the “ European Interest” !. 

C. Purchaser desires to acquire from Seller, and Seller desires to sell to 
Purchaser, the Purchased Interest, upon the tenns and conditions set forth herein. 

NOW, THEREFORE, in condderation of the premises and of the mutual 
covenants, representations, warranties and agreements contained herein, the patties hereto agree 
as follows; 


ARTICLE I. 

DEHNITIONS AND CONSTRUCTION 


1-1 Certain Definitions . The capitalized terms used in this Agrppmppf 
unless oflierwise noted or unless the context otherwise requires, have the meanings assigned to 
them in Exhibit A attached hereto. 


. 1 -2 Terms Generally . The definitions used herdn apply equally to both the 
singular and plural forms of the terms defined. Whenever the context requires, any pronoun 
shall indnde the corresponding masculine, feminine and neuter forms. TTie words “include”, 
“includes” and “including” shall be construed as if followed by the words “without limitation”. 
The words “herein”, “hereof’ and “hereunder” and words of similar import refra- to this 
Agreement Oncluding the Exhibits and Schedules hereto) in its entirety and not to any part 
hsaeof, unless the context otherwise requires. All references herein to .Aticles, Sections, 

Habits and Schedules are references to Articles and Sections of, and Exhibits and Sch^ules to, 
this Agreanent unless the context otherwise requites. Unless the context otherwise requites, any 
references to any agreement or other instrument or statute or regulation are to such agreement, 
mstmment, statute or r^ulation as amended and supplemented from time to time (and, in the 
case of a statute or r^ation, to any successor proviaons). Any reference in this Agreement to 
a “day” or number of “days” (without the explicit qualification of “business”) shall mean a 
calendar day or number of calendar days. If any action or notice is to be taken or given on or by 
a particular day, and such day is not a Business Day, then such action or notice shall be deferred 
until, or may be taken or given on, the next Business Day. Any reference in this Agreement to 
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the wonis “know” or “knowledge” with respect to Seller and Purchaser, respectively, indudes, 
without limitation, the actual knowledge of (i) any member of the Board of Directors of such 
party and fii) fltose officers of such party occupying the poation of vice president or higher. 

ARTICLE n. 

THEPURCHASE 


2.1 Pntr.haw- and Sale Upon the terms and subject to the conditions of this 
.Agreement, at the Cloang Sdl» wiU sell, convey, transfer, assign and deliver to Purchaser the 
Purchased Inteest in conaderation for the amount set forth on Eritibit B (the “ Purchase Price” '). 


2.2 Closing . 


(a) Closing Date and Location . The Closing shall take place at 10:00 a.m. 
(Pacific Standard Tune) at the offices of Akin, Gump, Strauss, Hauer & Feld, L.L.P., 2029 
Century Park East, 24th Floor, Los Angeles, CA 90067, on September 24, 2001 (the “ Closing 
EMg”). 


(b) Obligations of Sdler . At the Closing, Seller shall deliver and/or cause to 
be delivered the following to Purchaser 


0) a certificate of existence and good standing for the Company in the 
State of Delaware, certified by the Delaware Secretary of State as of a date that is not more than 
ten (10) Business Days prior to the Cloang Date; 


(ii) a certificate, dated as of die Closing Date, executed by an 
executive officer of S^er, certifying that all of tire representations and warranties made by 
Seller in Articles IH and fV hereof are true and correct in all respects as of the Closing Date; 


(iii) an opinion of Mafic Moroney Advocates, as counsel for Seller, 
substantially in the form of Exhibit D attached hereto and dated as of the Closing Date; 


fiv) an opiition of Bryan Cave LLP, as counsel for the Company, 
substantially in the form of Exhibit E attached hereto and dated as of the Clonng Date; 

(v) a duly executed copy of that certain Assignment of Rights 
Agreement, dated as of Sqjtember 21, 2001, among Jacfcstones Limited, a company incorporated 
and registered in the He of Man r Jackstones’ T. the Company and Seller; 
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(vi) a duly executed copy ctf that certain Stock Loans Unwind 
Agreement, dated as of the CloMg Date, among Jackstcmes, the Company and Seller, and 


(vii) a duly executed copy of die Membership Interest Purchase 
Agreement, dated as of the Clomg Date, between Cheryl Saban, an individual r Saban” ! and 
European evidencing the sale of the European Interest to Saban. 


W Obligation of Purchasa' . At the Closing, Purchaser shall deliver and/or 
caused to be delivered to Sellw the Purchase Price by wire transfer of immediately available 
funds to an account designated for such purpose by Seller in writing prior to Cloang. 

ARTICLE m. 

REPRESENTATIONS AND WARRANTIES OF SELLER 
WITH RESPECT TO THE COMPANY 

Except as otherwise set forth on the Seller's Disclosure ScheHiilps attached hereto, the 
Seller hereby, represents and warrants to the Purchaser as follows: 


3.1 Organization and Oualificatinn 


(a) The Company (i) is a limited liability company, duly organized, validly 
existing and in good standing under the laws of the Delaware and (ii) has all limited liability 
company powa and authority to own, lease and operate its properties and to carry on its business 
as it is now being conducted. The Company is duly qualified ot licensed to do business and in 
go^ standing in each jurisdiction in which the ownership or lease of its properties or the conduct 
of its business makes such qualification necessary. 


(b) Sellerhas delivered to Purchasertrueand complete copies of the 

organi^tional documents of the Company, as amended throu^ and in effect on the date hereof, 

including the certificate of formation and operating agreement of the Company. 


. Spbsidianes . The Company has no subsidiaries of any kind and (except 
for the POTtfolio) does not own any Eqm^ Interest in any Person or have any tights to acquire 
any Equity Interest in any Persoa 


3.3 Capitalization 


(a) Upon the Closing, all of the issued and outstanding Membership Interest 
of the Company (which consists solely of the Purchased Interest and the European Interest) shall 
have been duly authorized, validly issued and fully paid, shall not have been issued in violation 
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of any preemptive rights, any Restriction in favor of any Person, the Securities Act or state 
securities laws. 


(b) Upon the Closing, the Purchased Interest shall represent nine^-nine 
percent (99%) of the Membership Intaest of the Company. 


(c) The sale of die Purchased Interest will not be subject to any ri^ts of first 
offer, first refill, tag-along ri^ts or other similar ri^ts or restrictions and will be exempt fiom 
registration under the Securities Aa ot state securities laws. 


3.4 The Portfolio: Other Assets: Liabilities: Purpose of Companv . 

(a) Attathed hereto as Exhibit B is a list of publicly traded securities (the 

“ Portfolio” !. vWch shall, upon the Closing, be owned by the Company. Upon the Closing, die 
Company shall own the Portfolio fiee and dear of any Lien; provided. Purchaser acknowledges 
physical delivery of the Portfolio to the Portfolio Account may be five (5) days from the Closing 
Date to allow for customary setdement of purchaser orders for the Portfolio. 


(b) Upon the Closing, the Portfolio shall be held in .\ccount No. 8846 (the 
“ Portfolio Account” ! at HSBC Bank USA (the “ Brokef *^ on behalf of and in the name of die 
Company pursuant to a written agreement whereby the Broker, which is maintaining the 
Portfolio Account, has undertaken and is obligated to treat the Company as entided to exercise 
all rights with respect to the Portfolio Account and the Portfolio. 


(c) With respect to the Portfolio Account and the Portfolio, as of the Closing 
Date, the Broker shall have (i) indicated by book entry that the Portfolio has been credited to the 
Portfolio Account on behalf of the Company; (ii) recaved the Portfolio from the Company, or on 
behalf of die Company, and shall have accept^ the Portfolio for credit to the Portfolio Account; 
and Ciii) shall become obligated to credit the Portfcdio to the Portfolio .-kccount 


(d) Upon the Closing, the Company shall own fiee and clean of any Lien the 
amount of cash set forth on Exhibit B (the “ Warrant Sale Proceeds Cash’ ’!, subj ect to the terms 
and conditions of the Subscription Agreement 


(e) Upon the Closing, the W arrant Proceeds Cash shall be held in Account 

No. TTP-001 (the " Warrant Proceeds Account” ! at EA Investment Sendees limited, a British 
“Virgin Isles corporation (“ EAIS” ! on behalf of and in the name of the Company pursuant to a 
written agreemait wha'eby EAIS, which is maintmning the Warrant Proceeds Account, has 
undatakai and is cbligated to treat the Company as entitled to exra-cise all ri^ts with respect to 
the Warrant Proceeds Account and the Warrant Sale Proceeds Cash, subject to the terms of that 
agreement 
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7.12 Expenses. All costs and expenses, mcluding, without limitation, fees and 
di^ursements of counsd, financial advisors and accountants, incuned in connection with the 
negotiation, execution, delivery and performance of diis Agreement shall be paid by the party 
incurring such costs and expenses, whether or not the Closiag shall occur. 


IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the date 
first above written, 

“PURCHASER” 

TITANIUM ACQUISraON CORPORATION, 
a Delaware corporatioa 



Name; Haim Saban 
Tide; President 


“SELLER” 

BARNVHiE UMITED, 

a company incoiporated and registered in the Isle erf 
Man 


Name; 

Tide; 
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IN WITNESS WHEREOF, the p^es hereto have executed this Agreement as of the date 
first above writtett, 

“PURCHASER” 

. UTANIUM ACQUISITION CORPORATION. 

_ ■ a Delaware corporation 


By: 

Name: 
- Title: 


“SELLER” 

BARNVILLE LIMITED, 

“a company incorporated and registered in the Isle of 
Man 


By 

Title: 
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EXHIBITA 

DEFINmONS 

The following definitions shall apply equally to both tiie singular and the plural fonns of 
the terms defined. Wheneyw tiie context may require, any proncain shall indude the 
corresponding masculine, femmine and neuter forms. 

“ Affiliate’ ’ means, with respect to any Person, any cither Pereon that, directly or 
indirectly, through one or more intermediaries Contrcds, is Controlled by, or is under common 
Control with, such Person. 

“ Agreemenf ’ shall have die meaning gven in the preamble. 

“ Brdker” shall have the meaning given in Section 3.4(b). 

“ Business Day” means any day other than a Saturday, Sunday or a day on which 
banking institutions m London, die City of New York or the City of Los Angeles are not 

required to be open. 

“ Closing” means the consummation of the Transaction. 

“ Closing Date” shall have the meaning ^ven in Section 2.2(a). 

" Code” means the Internal Revenue Code of 1986, as amended. 

“ Company” shall have the meaning given in Recital A. 

“ Company Contract” shall have the meaning @ven in Section 3.9. 

“ Contract " means and includes any note, bond, indenture, mortgage, deed of trust 
contract, instrument, or other agreement 

“ Control” means the possession, (Erect or indirect, of the aSirmative power, to 
direct or cause the direction of the management and pcdicies of a Person (whether th^gh . 
owner^p of securities, partnership interests or other ownership interests, by contract, by 
membership or involvement in the board of directors, management committee or management 
stracture of such Person, or otherwise). 

“ CcmtroUed Affiliate” of any Person means any other Person which is Contrttiled 
by such first Person. 

“ EAIS” shall have the meaning given in Section 3.4(e). 

“ Ecniitv Interest” means any capital stock, partnership interest, membership 
interest, limited liability company interest or othra- equity interest in any Person. 

“ European” shall have die meaning gven m Recital A. 
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“ European Interest” diall have the meaning given in Recital B. 

“ Govanmental Entity” means and indudes any court, aihitrator, administratiye or 
other govramental dqjaitment, agaicy, commission, authority or instnimmtality, domestic 
(including federal, state or local) or foreign. 

“ IRS” shall have &e meaning given in Section 3.8(d). 

“ Indebtedness” means widi respect to any Pason, without duplication, (i) 
indebtedness for borrowed money, ^) obligations evidenced by bonds, debentures, notes or 
other similar instruments, Cui) obligations or liabilities of such Person under or in connection 
with lettm of cretfit m bankers’ acceptances or similar items, fiv) obligations to pay the deferred 
purchase price of property or services other than current trade payables incurred in the ordinary 
course of business, (v) obligations as lessee under leases which shall have been or should be, in 
accordance with GAAP, recorded as capital leases, and (vi) obligations under direct or indirect 
guaranties in respect of, and djligations (contingent or otherwise) to purchase or otherwise 
acquire, or otherwise to assure a creditor against loss in respect of, indebtedness or obligations of 
others of the kind referred to in clauses (i) through (v) above. 

“ lackstones” shall have the meaning gven in Section 2.2(bXv)- 

“ Licenses” tiiall have the meaning given in Section 3.6(b). 

“ Lien” means any security interest, mortgage, pledge, hypothecation, charge, 
claim, option, tight to acquire, adverse interest, assignment, deposit arrangement, encumbrance, 
restriction, statutory or o&er lien, preference, priori^ or other security agreement or preferentii 
arrangement of any kind or nature whatsoevo’ (inclijding any conditional sale or other title 
retention agreement, any financing lease involving substantially the same economic effect as any 
of the foregoing, and any effective financing statement under the Uniform Commercial Code or 
comparable law of any jurisdiction). 

“ Membership Interest” shall mean a membership interest, limited liability 
company interest and/or otha- equity interest in the Company. 

“ Person” means an individual, partnaship, craporation, limi ted liability company, 
trast, unincorporated organizatiort, association, or joint venture ca" a government or any agency, 
political subdivision or instrumentality thereof. 

“ Portfolio” shall have the meaning ^ven in Section 3.4(a). 

“ Portfolio Account” shall have the meaning given in Sec-rinn % 4(h) 

“ Purchase Price” shall have tire meaning given in Section 2.1(a). 

“ Purchased Interest” shall have the meaning given in Recital B.' 

“ Purchaser” shall have the meaning given in the preamble. 
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“ Representalives" means, as to each party, such party’s Controlled Affiliates, and 
those AfBliates Contrdling such par^, and the respective directors, officers, employees, 
attom^s, consultants and odier agents and advisors (induding financial advisors) of such party, 
its Controlled AfBliates and drose Affiliates Controlling such party. 

“ Resttiction” means, with respect to any asset or property (tangible or intan^ble, 
including, without limitation, any Equity Interest), (x) any voting or other trust or agreement, 
option, warrant, escrow anar^esnent, proxy, buy-sdl agreement, power of attorney or other 
Contract, cx (y) any law, rule, regulation, order, judgment or deweethat in dther case, 
conditionally or unconditionally: (i) grants to any Poson the right to purchase or oflierwise 
ac^quire, or obli^tes any Person to sell or otherwise dispose of or issue, or otherwise results in 
(or, upon the occurrence of any evait or with notice or lapse of time or both or otherwise, may 
result in) any Person acquiring (A) any such asset, (B) any of the proceeds of, or any 
distributions paid or that are or may beccxne payable with respect to, any such asset, or (C) any 
intraest in such asset or any such proceeds or distributions; (ii) restricts (or, upon the occurrence 
of any event or with notice ex lapse of time ex both or otherwise, may restrict) the transfer or 
voting of, or the exerdse of any ri^ts or the enjoyment of any benefits arising by reastm of 
ownership o5 any such asset or any such proceeds or distributions; or (iii) creates (or, upon the 
occurrence of any event or with notice or lapse of time or both or otherwise, may create) a Lien 
or purported Lien affecting such asset, or any such proceeds or distributions, other than any 
^plicd)le U.S. state or federal securities laws. 

“ Returns” shall have the meaning given in Section 3.8(b). 

“ Saban” shall have the meaning given in Section 2.2(b)(vii). 

“ Securities Act ” means the Securities Act of 1933 and the rules and regulations 
theramder, in each case as amended fiom time to time. 

“ Seller ” shall have the meaning given in the preamble. 

“ Tax” shall have the meaning given in Section 3.8. 

“Transaction” means the actions and transactions contemplated by this 

Agreement 


Code. 


“ Treasury Regulations” means the Treasury Regulations promulgated unda the 


“ Umted States” means the United States of America, including Puerto Rico and 
the United States Virgin Islands, but excluding any other territories and possessions of the 
United States. 


“ Violation” shall have the meaning given in Section 3.5(a). 

“ Warrant Proceeds Account” shall have the meaning given in Section 3.4(e). 
“ Warrant Sale Proceeds Cash” shall have the meaning ^ven in Section 3.4(d). 
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EXHIBIT B 

PORTOLIO/PURCHASE PRICEAVARKANT SALE PROCEEDS CASH 


Stock 

Nnwittgrof 

S3iwe* 




' 

ADBE 

1,728,000 .. 

$253018 

543,721310 

ADP 

1,733,000 

463344 

80,644.115 

AMA.T 

700,000 

29.6057 

20,723,990 

AOL 

14)00.000 

323715 

32371300 

AOL 

1,649.485 

323715 

53,726301 

BGEN 

953316 

53.1584 

50,687385 

. COJ 

973396 

38,7761 

37,752,256 

CSCO 

2.000,000 

. 115506 

3.101300 

DELL 

238.000 

18.4051 

41.638314 

EBAY 

250,000 

46.6758 

11368.950 

EBAY 

U93.000 

46.6758 

65.019389 

EBAY 

1338.462 

46.6758 

*1,808.945 

INTC 

1,150,000 

21.4840 

24.706.600 

MSFT 

745300 

S1U51 

58,866,717 

NOK 

900,000 

16.8658 

15.179320 

ORCL 

900,000 

123191 

11.087390 

PCS 

1,756.000 

253670 

44368.852 

Q 

2339.181 

19.9605 

46.691322’ 

OCOM 

575.000 

472022 

27.141365 

XINX 

1,000,000 

25.7564 

3,756,400 


PURCHASE PRICE (SECTION Ziy. *768.784,235 

WARRANT SALE PROCEEDS CASH PECHON 3.4(d)): $345,272,728 
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EXHEBITC 

NOTICES 


Name 

Address 

State of 
Residence or 
Organization 

Social Secnri^ or 
Federal Tax 
Identificatmii No. 

Oi^wnatinnai 

Idratification No. 

Bannille Limited 

19 Mount Hawlock Douglas 

Isle of Man 

IM120G 

Isle of Man 

N/A 

Og9g09C 

Titanium 

Acq^sinon 

Corj»radon 

10960 \^^lshire Bcadevani, 

22d Floor 

Los Angeles, CA 90024 

Delaware 

98-0234840 

3426969 
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EXBnBITD 

FORM OF OPINION OF SELLER’S COUNSEL 
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MarkMoroney 
Mark Moroney Advocates 
1 Mount Pleasant 
Douglas , 

Isle of Man 

By post and by fax (fax no. 01624 620124) 
25 September 2001 


Dear Sirs 
Barnville Limited 

The purpose of this letter is to instruct you to conduct a review of the good standing 
and capacity of Barnville LitnitedfBamville”)' with respect to transactions tvith 
Titanium Trading Partners LLC (“Titanium”) and Titanium Acquisition Corporation 
CTAC”). 

We have enclosed a document entitled “Transaction Summary” together with the 
documents in the Appendices referred to therein, namely: 

1. Barnville certificate of incorporation 

2. Barnville memorandum of association 

3. Bamville articles of association (documents 1-3, together the “Constitutional 
Documents”) 

4. Titanium Operating Agreement dated 21 September 2001 

5. Assignment of Rights Agreement dated 21 September 2001 

6. Membership Interest Purchase Agreement dated 24 September 2001 

7. Stock Loans Unwind Agreement dated 24 September 2(X)1 (documents 4-7, 
together the “Agreements”) 

8. Barnville Board Minutes dated 20, 21 and 24 September 2001 

9. Letter to European American Investment Corporate Services Limited dated 21 
September 2001 

10. Letters to HSBC Bank (New York) dated 24 and 25 September 2001 
(documents S-10, together the “Miscellaneous Documents”) 

Based upon the above information and any other checks and enquiries that you deem 
necessary, we should be grateful if you could provide an opinion on whether; 

1. Bamville has been duly formed and is validly existing and in good standing 
under the laws of its jurisdiction of formation. 
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, 2. Bamville has ail necessary corporate power and anlhoiity to execute, deliver 
and peiforni its obligations under the Ayeements and the sansactions 
contemplated thereby, to consummate .theJiansactions coraemplared thereby 
and to comply with and fulfil its obligations thereunder. 

3. The Agreements have been duly anttiotized, executed and delivered by 
Bamville, require no further corporate action on behalf of BamviHe, and are 
legal, valid and binding obligations of Bamville, enforceable against Bamville 
in accordanccjwith their terms. 

Please feel free to contact Arfan Shaikh of this office (direct line 020 7535 0655) 

should you have any queries. 

We look forward to hearing from you. 

Yours faithfully , 


European American Investment 
Advisory Services limited 
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MEMBERSHIP INTEREST PURCHASE AGREEMENT 


Dated as of September 24, 2001 


between 

CHERYL SABAN, 
an individual 


and 

EUROPEAN AMERICAN INVESTMENT CORPORATE SERVICES LIMITED, 
a company incorporated and registered in England 


Permanent Subcommittee on Ipyestipationii | 

_jmnBIT#66^FN^9l| 
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MEMBERSHIP mTEREST PURCHASE AGREEMENT 

THIS MmBHlSHlP INTEREST PURCHASE AGREaiENT (this 
“ Agreement ” which term shall include all Exhibits and Schedules hereto) is made as of 
Septembm' 24, 2001, between Cheryl Saban, an individual (“ Purchasa” ! and European American 
Investment Corporate Services Limited, a cranpany incorporated and rostered in Engjand 
(“S^la”), with refaence to the following facts: 

A. Sella and Bamville limited, a company incorporated and registered in the 
Isle of Man (“ Bamville” '! are the only members of Titanium Trading Partnas LLC, a Ddaware 
limited liability canpany (the “ Company" !. 

B. Bamville owns a ninety-nine pacent (99%) Membership hiteiBSt in die 
Company (the “ Bamville Intaesf l and Sella owns the remaining one percent (1%) Manberslup 
Interest in die Company (“ Purchaiffid InteresC '!. 

C. Puichasa desira to acquire from Seller, and Sella desires to sell to 
Purchasa, the Purchased Intaest, upon the tarns and conditions set forth haein. 

NOW, THERH^ORE, in consideration of the premises and of the mutual 
covenants, representations, warranties and agreements contained herdn, the parties hereto agree 
as follows: 


ARTICLE I. 

DEFINITIONS AND CONSTRUCTION 


1 . 1 Certain Definitions . The capitalized terms used in this Agreemat shall, 
unless otherwise noted or unlas the context otherwise requira, have the meanings assigned to 
them in Exhibit A attached hereto. 


1.2 lansiSeBOTliy. The definitions used herein apply equally to both the 
singular and plural forms of the terms defined. "Whenever the context requira, any pronoun 
shall include die corresponding masculine, feminine and neuter forms. The wwds “include”, 
“induda” and “induding” shall be constraed as if followed by the words “without limitation”. 
The words “hereiu”, “hereof’ and “heromder” and words of similar import refer to this 
Agreement (induding the Exhibits and Schedula hereto) in its entirety and not to any part 
hereof, unless the context otherwise requires. AU references herein to Articles, Sections, 

Exhibits and Schedules are references to Articles and Sections of, and Esdiibits and Schedules to, 
this Agreement unless the context otherwise requires. Unless the context otherwise requires, any 
references to any agreement or other instrument or statute or regulation ate to such agreement, 
instrumait, statute or regulation as amended and supplemented fi'om time to time (and, in tire 
case of a statute or regulation, to any successor proviaons). Any reference in tiiis Agreement to 
a “day” or number of “days” (without tiie explicit qualification of “business”) shall mean a 
calendar day car number of calendar days. If any acticm or notice is to be taken or ^ven on or by 
a particular day, and such day is not a Business Day, then such action or notice shall be deferred 
until, or may be taken or pvai on, the next Business Day. Any reference in this Agreement to 
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the wcffds “know” or “knowledge” with respect to (1) Seller includes, without limitation, the 
actual knowledge of (x) any meanber of the Board of IMrectors of Sellra- and ( 3 ) those ofBoas of 
SellCT occup^g the position of vice president or hi^er and (ii) Purchasra- means the actual 
knowledge of Purchaser. 


ARTICLE n. 
THE PURCHASE 


(a) Purchase and Sale . Upon die terms and subject to the conditions of this 
Agreement, at the Closing Seller will sell, convey, transfer, assign and deliver to PurthasH the 
Purchased Interest in conaderation for the amount set fordi on Exhibit B (the “ Purehase Pnce” l 

2.2 Closing . 


(a) Closing Date and Location. The Closing shall take place at 10:00 a.m, 
(Pacific Standard Time) at the offices of Akin, Gump, Strauss, Hauer & Fdd, L.Lf ., 2029 
Century Park East, 24th Floor, Los Angeles, CA 90067, on September 24 2001 (the’“ClQsin£ 
Date” ~l. ^ 


(It) Obligations of Seller . At the Closing, Seller shall deliver and/or cause to 
be ddivered the following to Purchaser. 


ft) a certificate of existence and good standing for the Company in the 
State of Delaware, certified by the Delaware Secretary of State as of a date that is not more than 
ten (10) Business Days prior to the Closing Date; 


Ot) a certificate, dated as of the Closing Date, executed by an 
executive officer of Seller, catifying that all of the representations and warranties made by 
Seller in Article HI and IV hereof are true and correct in all respects as of the Closing Date; 


ftii) an opinion of Bryan Cave LLP, as counsel for the Company, 
substantially in the form of Exhibit D attached hereto and dated as of the Closing Date; 


C'^) aduly executed copy of that certain Asagnment of Rights 

Agreement, dated as of September 21, 2001, among lackstones Limited, a company incorporated 
and raftered in the Isle of Man (“ lackstones" !. the Company and SeUer, 


(v) aduly executed copy of that catainStpck Loans Unwind 

Agreement, dated as of the Oosing Date, among lackstones, the Company and Sdler, and 


31W3I.0KJ9 LOSAKGBLBS 4W463VS 


2 


PSI-QUEL 2444( 



2608 


(vi) a duly executed copy of the Membership Interest Purchase 
Agreement, dated as of the Closing Date, between Utamum Acquisition Corporation, a 
Ddaware corporation C TACn and Bamville, evidencing the sale of the Bamville Inteea to 
TAC. 


(c) Obligation of Purchaser . At the Cloang,Purtiiaser shall delivearand/OT 

caused to be ddlivered to Sell« the Purchase Price by wire transfer of immediately available 
funds to an account deagnated for such purpose by Sdla- in writing prior to Closing. 

ARTICLE HI 

REPRESENTATIONS AND WARRANTIES OF SE1I£R 
with RESPECT TO THE COMPANY 

Except as otherwise set forth on the Seller’s Disclosure Schedules attached hereto, the 
Sdler hereby, represents and warrants to the Purchaser as follows: 


3.1 Ortraniration and Qualification 

(a) The Company (i) is a limited liability company, duly organized, vaBdly 
existing and in good standing under the laws of the Delaware and fti) has all limited liability 
company powra and authority to own, lease and operate its properties and to carry on its buaness 
as it is now being conducted. The Company is duly qualified or licensed to do business and in 
good standing in each jurisdiction in whidi the owne^p or lease of its properties or the conduct 
of its butiness makes such qualification necessary. 


(b) Seller has ddivered to Purchaser true and complete copies of the 
organizational documents of the Company, as amended through and in effect on the date hereof, 
including the certificate of formation and operating agreement of the Company. 


3.2. Subsidiaries . The Company has no subsidiaries of any kind and (except 
for the Portfolio) does not own any Equity Intoest in any Person or have any rights to acquire 
any Equity Interest in any Person. 


3.3 Capitalization 

(a) Upon the Closing, all of the issued and outstanding Membership Interest 
of the Company (which consists solely of the Purchased Interest and the Bamville Interest) shall 
have been duly authorized, validly issued and fully pmd, shall not have been issued in violaticm 
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of any preemptive ri^ts, any Restriction in favor of any Person, the Securities Act or state 
securities laws. 


(b) Upon the Closing, the Purchased Interest shall represent one percent (1%) 
of the Membership Intaest of the Company. 


(c) The sale of the Purchased Interest will not be subject to any tights of first 
offer, first refiisal, tag-along tights or other similar ri^ts or restrictions and will be exempt fiom 
registration under die Securities Act or rtate securities laws. 


3 -4 The Portfolio: Other Assets: Liabilities: Purpose of Company 


(a) Attached hereto as Exhibit Bis a list ofpublicly traded securities (the 

“PoitfoUp”), which shall, upon the Closing, be owned by the Company. Upon the Closm^ the 
Company shall own the Portfolio fi-ee and clear of any lien; provi ded. Purchaser acknowledges 
phyacal deUvery of tire Portfctio to the PortfoUo Account may be five (5) days fi-om the Closing 
Date to allow for customary settlement of purchase oiders for the Portfolio. 


(b) Upon the Closing, the Portfolio shall be held in Account No. 8846 (the 
“Poitf o l io Account” ) at HSBC Bank USA (the “ Brokef l on behalf of and in the nam^, of the 
Company pursuant to a written agreement whereby the Broker, which is main tainin g the 
Portfolio Account, has undertticen and is obligated to treat the Company as entitled to exercise 
all rights with respect to the Portfolio Account and the Portfolio. 


(c) With respert to the Portfolio Account and the Portfolio, as of the Cloang 
Date, the Broker shall have ft) indicated by book entry that the Portfolio has been credited to the 
Portfolio Account on behalf of the Company; fti) recaved the PortfoUo from the Company, or on 
behalf of the Company, and shaU have accepted the PortfoUo for credit to the PortfoUo Account; 
and Ctii) shaU become obUgated to credit the PwtfoUo to the Portfolio Account 


(d) Upon the Closing, the Company shall own fi-ee and clean of any Lien ttie 
amomt of cash set forth on Exhibit B (the “ Warrant Sale Proceeds Ca.sh ”i subject to the term. 
and conditions of tite Subscription Agreement 


(e) Upon the Closing, the Warrant Proceeds Cash shaU be hdd in Account 

No. TTP-001 (the “ Warrant Proceeds Accounn at EA Investment Smvices Umited, a British 
Mes ccxporation f EAIS ”) on bdialf of and in tire name of tire Company pursuant to a 
■written agreement wher^ EAIS, which is maintaining the Warrant Proceeds Account, has 
undertaken and is obUgated to treat the Company as entitled to exercise aU right, with respect to 
the Warrant Proceeds Account and the Warrant Sale Proceeds Cash, subject to the terms of that 
agreement 
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HaaenBiTA 

DEFINITIONS 

The following definitions shall apply equally to both the singular and the plural forms of 
the terms defined. WhenevCT die context may require, any pronoun shall include the 
correspcmding masculine, femimne and neuter forms. 


“ Affiliate” means, with respect to any Person, any othra Person that, direcfly or 
indirectly, throu^ one or more intermediaries Con^s, is Controlled by, or is under common 
Contrd with, sudt Pwson. 

“ Agreement shall have the meaning ^ven in the preamble. 

“ Bamville” shall have the meaning given in Recital A. 

“ Bamville Interest ’ shall have the meaning given in Redtal B. 

“ Broker” shall have the meaning given in Section 3.4(b). 

“ Business Day” means any day other than a Saturday, Sunday or a day on which 
banking institutions in ather London, the City of New York or the City of Los Angeles ate not 
required to be open. 

“ Closing” means the consummation of tire Transaction. 

“ Closing Date” shall have the meaning given in Section 2.2(a). 

" Code” means the Internal Revenue Code of 1986, as amended. 

“ Cothpanv” shall have the meaning given in Redtal A. 

“ Company ContracT shall have the meaning given in Section 3.9. 

“ Contract ’ means and includes any note, bead, indenture, mortgage, deed of trust, 
contract, instrument, or other agreement 

“ Control” means the possession, direct or indirect, of the affirmative power to 
direct or cause the direction of the management and polides of a Person (whether throu^ 
ownership of securities, parmership interests or other ownasMp interests, by contract, by 
membership or invdvement in the board of directors, management committee or management 
structure of such Person, or otherwise). 

“ Controlled Affiliate” of any Person means any othK Person vdtidi is Controlled 
by such first Person. 

“ EAIS" shall have the meaning given in Section 3.4(e). 
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“ Boiuty Interest” means any coital stock, paitaeiship interest, membership 
interest, limited Exility ccnnpany interest at other equity interest in any Perscm. 

“Governme ntal Silitv” means and indudes any court, arbitrator, administrative or 
othar govemmeaital department, agraity, commission, audiotity or instrumentality, domestic 
fmduding fedffal, stale or local) or foragn. 

“ IRS” shall have the meaning given in Section 3.8(d). 

“Indditedness” means with respect to any Person, withtMt dupUcation, (i) 
inddjtedness for borrowed money, ® diligations evidenced by bonds, debentures, notes or 
otha similar instruments, (ui) obEgations or EabiEEes of such Person under or m connection 
with letters of aedit or bankas’ accqitances or similar items, (tv) obEgations to pay the deferred 
purchase price of property ot savices otha tiian current trade payables incurred in the ordinary 
course of budness, (v) obEgations as lessee unda leases which shaE have been or should be, in 
accordance with GAAP, recorded as capital leases, and (vi) obEgations unda (Erect or indirect 
guaranties in respect of, and obEgations (contingent or otherwise) to purchase or othawise 
acquue, or othawise to assure a creditor against loss in respect of mdd>tedness or obEgations of 
others of the kind referred to in clauses (i) through (v) above. 

“ lacfcstones” shaU have die meaning given in Section 2.2(b)(iv). 

“ Licaises” shaU have the meaning given in Section 3 .6(b). 

“ Lien” means any seoirity interest, mortgage, pledge, hypothecation, charge, 
claim, option, li^tto acrpnre, adverse intaest, assignment, deposit arrangement, encumbrance, 
restriction, statutory or otha Ben, preference, priority at otha security agreement or preferentid 
arrangement of any kind or nature whatsoever (including any conditional sale or otha title 
retention agreement, any finantang lease involving substantiaEy the same economic effea as any 
of the foregoing, and any effective financing statement unda the Uniform Commadal Code or 
compaable law of any jurisdiction). 

“ Membership Interest" shaU mean a membership interest, Emited EabiUty 
company interest and/or otha etprity interest in the Company. 

“ Pason” means an individual, partnership, corporation, lirrrited liability ccnnpany, 
trust, unincorporated aganizatioir, asstxaation, at joint venture or a government or any agencry, 
poEtical subdivirion or instrumentaEty tiiaeof 

“ PortfoEo” shaU have tire meanmg given in Section 3.4(a). 

“ PortfoUo Accwmt” shaU have the meaning given in Sectitm 3.4(b). 

“ Purchase Price" shaU have the meaning given in Section 2. 1(a). 

“ Purchased Interest” shaU have the meaning give® in Rental B. 

“ Purchaser” rirall have tire meaning given in the preamble. 
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“Re presentatives” means, as to each party, sudi park’s Controlled Affili ate! and 
those AfBliates Contrdling such party, and the respecfive directcas, ofBcers, emplcjyees, 
attorneys, consultants and othra- agents and advisors Cmduding finandal advisms) of suA party, 
its Contrdled Afiiliates and fhose AfiUiates Controlling such parly. 

“Restriction” means, ■with respect to any ass^ or property (tangible or intan^ble, 
including, witiiout limitation, any Equity Inteest), (x) any voting w otiier trust or agreement, 
option, warrant, escrow arranganent, protcy, buy-s^ agreement, power of attraney or other 
Ctmtract, or (y) any law, rule, regulatirai, order, judgmoit or decree that, in either case, 
conditionally or unconditionally; ft) grants to any Person the ri^ to purchase or otherwise 
acquire, or obligates any Person to sell or othawise dispose of or issue, or othawise results in 
(or, upon the occurrence of any event or with notice ot lapse of time or both or otiierwise, may 
result in) any Person acquiring (A) any such asset, (B) any of the proceeds of, or any 
distiibutions paid or that are ot may become payable with respect to, any such asset, or (C) any 
interest in such asset ex any such proceeds or distributions; Oi) restricts (or, upon the occurrence 
of any event or ■with notice or lapse of time or both or otherwise, may restiict) the transfa or 
votir^ of, or the exerrase of any rights or the enjoyment of any benefits arising by reason of 
ownership of; any such asset or any such proceeds or distributions; or p) creates (or, upon the 
occurrence of any event or with notice or lapse of time ot both or otheranse, may create) a Lien 
or purported Lien affecting such asset, or any such proceeds or distributions, other than any 
applic^le Lf.S. state or federal securities laws. 

“ Relnms” diall have die meaning given in Section 3.S(b). 

“ Securities Acf ’ means the Securities Act of 1933 and the rules and regulations 
thereunder, in each case as amended from time to time. 

“ Seller” shall have the meaning given in the preamble. 

“TA£” shall have the meaning gven in Section 2.2(bXvi). 

“ Tax” shall have the meaning given in Section 3.8. 

"Transaction” means the actions and transactions contemplated by this 

Agreement 


Code. 


“Treasury Regulations” means the Treasury Regulations promulgated under the 


United States* means the United States of America, including Puerto Rico and 
the United States Virgin Islands, but excluding any other territories and possessions of the 
United States. 


“ Violation” shall have the meaning given in Section 3 .5(a). 

“ Warrant Proceeds Account” shall have the meaning given in Section 3.4(e). 
“Warrant Sale Proceeds Ca.sh” shall have the meaning given in Section 3.4(d). 
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EXfflBITB 

PORTOUO/PTOCHASE PRICE/WAKBANT SALE PROCEEDS CASH 



■Hamgiiai.of 




Shayg* 



ADBE 

1J2S.000 

I2S3018 

$43,721,510 

ADP 

1.733.000 

44.5344 


AMAT 

700.0)0 

29.6057 


AOL 

1.000,000 

323715 


AOL 

1.649.485 

323715 

53.726301 

BGEK 

9S3.516 

53.1584 


ecu 

973396 

38.7761 

37.752.256 

CSCO 

2.000.000 

123506 


DELL 

2.238,000 

1A6051 


EBAY 

250,000 

46.6758 


EBAY 

1393.000 

46.6758 


EBAY 

1338.462 

46.6758 


INTC 

1.150.000 

21.4840 


MSFT 

745300 

52.1351 


NOK 

900.000 

16.8658 

15.179.220 

ORCL 

900.000 

123191 


PCS 

1.756.000 

253670 


Q 

2339.181 

19.9605 


OCOM 

575.000 

47.2)22 


XMC 

1,000,000 

25.7564 

25,756,400 


PUBCHASE PRICE (SECTION 24): *7,765,497 

WARRANT SALE PROCEEDS CASH (SECTION 3.4(d)): $345,272,728 
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EXHIBIT C 
NOTICES 


Name 

Address 

State of 
Residence or 
Organization 

Sodal Seeiirity or 
FedaralTax 
Idcntificatioii No. 

Or^nizational 
ItkmdiScation No. 

Cheryl Saban 

109^ l?Wishire BcKilevaid 
22dFtoOT 

Los Angeles, CA 90024 

California 

564-80-6744 

N/A 

European Amsdcm 
Investn^nt 

Corpcaate Srariccs 
Limited 

6*** Floor, Wahnar House 

288/292 Rcgrait Stxert 

London WIR SHF, England 

Hn^and 

N/A 

3708419 
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EXHtBITD 

FORM OF OPINION OF COMPANY’S COUNSEL 
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Collar Cash Flows Transaction 

Transaction is scheduled for the September 10* 2001 . 



^ _ 

hJjXjr 'Xx^., 


Strktl)' ConMential 
Noi For Circulation 
SubcomRiUlcc Mentbers & Staff Only 



HUl 0000477 
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SILVERLIGHT ENTERPRISES L.F. TRANSACTION BREAKDOWN 

1. Move $800,000,000.00 from Silverlight #134713800 to TAG #134713761 

2. Move $768,791,627.00 from TAG #134713761 to Bamville #134713613 

3. Move$31.208.373.00fromTAG#134713761toTTP#134715624 

4. Move $667.064.361 .00 from Bamville #134713613 to Jackstones #134713605 

5. Move $101,804,163.00 from Bamville #134713613 to TTP Special #134714156 

6. Move $667.064361.00 from Jackstones #134713605 to TTP Special #134714156 

7. Takedown $7MM from Silverlight loan . 

8. Move $7MM from Silverlight #134713800 to Gheryl Saban #134714075 

9. Move $7,765,572.00 from G. Saban #134714075 to European American Invt. 

■ #134714164 

10. Move $315,236.00 from G. Sabah #134714075 to TTP 134715624 
ll.Invest$31.523,609.00fornp#13-4715624 0^Euro3% .• 

12. Invest $768,868,524.00 for TTP Special #134714156 O/N Euro 3% 

13. Move $7,688,685.00 from European American Investment #1347l4l64 to Bamville 

#1'34713613. ; 


Slrictly ConffdeniUI 
. Not For Circuiation 

Subcommittee Members & Staff Oniy HUI 0000421 

I Permanent Subcommittee on Investigatioas 
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Stock Loans Unwind Agreement 


THIS AGREEMENT is made on this 24th day of September 2001 

BETWEEN: 

(1) Jackstones Limited of 12-14 Finch Road, Douglas, Isle of Man (the "Botrower’'); 

(2) Titanium Trading Partners LLC, a limited liability company organised under the laws of 
Delaware (the "Lender"); and 

(3) Bamville Limited of 19 Mount Havelock, Douglas, Isle of Man (“Bamville”). 

WHEREAS: 

(A) The Borrowed Shares were originally lent by Bamville Limited to the Borrower, pursuant 
to the Stock Lending Transactions. 

(B) Bamville under the terms of the Assignment Agreement assigned to the Lender all of its 
rights and entitlements under the Stock Lending Transactions with respect to the Borrowed 
Shares. 

(C) Also in accordance with the Assignment Agreement, Bamville retained die cash collateral 
originally transferred by lackstones to Bamville under the Stock Lending Transactions 
with respect to the Borrowed Shares on condiUon that Bamville would remain liable to 
return such cash collateral to the Botrower upon and subject to the redelivety by the 
Borrower of the Borrowed Shares to the Lender as and when the Lender calls for the same 
to be redelivered pursuant to the terms of the Stock Lending Transactions. 

(D) The Lender wishes to receive back from the Botrower the Borrowed Shares and the parties 
have agreed to effect the same in accordance with the terms of this Agreement. 

NOW THIS AGREEMENT WITNESSETH AND IT IS HEREBY AGREED AS FOLLOWS: 

1. Interpretation 

1.1 In this Agreement, unless the context otherwise requires, the following words and 
expressions will have the meanings set opposite them: 

“Assignment Agreement” means the assignment of tights agreement entered into 
on 21 September 2001 between Bamville Limited, the Purchaser and the Vendor. 

“Borrowed Shares” means the shares specified in the Appendix hereto. 

“Settlement Date” means the date of this Agreement. 

“Stock Lending Agreement” means the master stock lending agreement entered 
into between the Purchaser and Bamville Limited on 28 December 1999. 


Unwind 


Permanent Subcommittee on Investigations 

EXHIBIT #66 - FN 394 
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2 . 


“Stock Lending Transactions” the stock lending transactions relating to the 
Borrowed Shares originally entered into by Bamville (as the lender) and the 
Purchaser on 28 December 1999, 3 January 2000, 10 January 2000, 28 February 
and 6 June 2000 pursuant to the terms of the Stock Lending Agreement and as 
assigned from Bamville to the Vendor under the Assignment Agreement. 

1.2 Clause headings are for ease of reference only and are not intended to affect the 
interpretation of this Agreement. 

2. Termination of Stock Lending Transactions 

Each of the Stock Lending Transactions in so far as they relate to the Borrowed Shares 
shall be unwound and terminated on the date hereof and in accordance with the terms of 
the Stock Lending Agreement the Borrower shall forthwith be obliged to redeliver to the 
Lender the Borrowed Shares on the Settlement Date. Upon such redelivery, all the 
obligations of the Borrower to the Lender under the Stock Lending Transactions shall 
have been discharged in full. 

3. lietum of Cash Collateral 

3.1 Upon the redelivery of the Borrowed Shares by the Borrower to the Lender in accordance 
with Clause 2 above, Bamville shall pay to the Borrower $680,186,604, being the agreed 
aggregate market value of the Borrowed Shares as of the market’s open in New York time 
on today’s date, and such payment shall reduce the Cash Collateral Obligation by an 
equivalent amount. 

3.2 If and to the extent that following the reduction to the Cash Collateral Obligation in 
accordance with the foregoing, an amount remains owing by Bamville to the Borrower 
with respect to the Cash Collateral Obligation (such amount being the “Balance”), then 
Bamville shall, in full and final discharge of the Cash Collateral Obligation, execute in 
favour of the Borrower a promissory note having a face amount equal to the Balance and 
beating interest at prevailing money market rates and otherwise on terms and in a form 
reasonably satisfactory to the Bonower. 

4. Counterparts 

This Agreement may be executed in any number of counterparts, each of which when 
executed and delivered shall be an original, but all the counterparts shall constitute one 
and the same instrament. 

5. Governing Law and Jurisdiction 

This Agreement will be governed by and constraed in accordance with the laws of the Isle 
of Man. 
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3. 


AS WITNESS this. Agreement has been entered into by duly authorised representatives of the 
Purchaser and by the Vendor on the date first written above. 


For and on behalf of 
Jackstones Limited 


Name: 

Title: 


For and on behalf of 
Barnville Limited 



Title: 


For and on behalf of 
Titanium Trading Partners LLC 


Name: 

Title: 
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3. 


AS WITNESS this Agreement has been entered into by duly authorised representatives of the 
Purchaser and by the Vendor on the date first written above. 


For and on behalf of 
Jackstones Limited 



Name; TA\»isOf/ 

Title; “S? 


For and on behalf of 
Bamville Limited 


Name: 

Title: 


For and on behalf of 
Titanium Trading Partners LLC 


Name: 

Tide: 
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4. 


Appendix 


Borrowed Share 

Number of Borrowed 
Shares 

Relevant Stock Igtnding 
Agreement 

Adobe Systems Inc. 

1.728.000 

06 JunOO 

Automatic Data Processing 

1.733.000 

06 Jun 00 

Applied Materials Inc 

700,000 

06 JunOO 

AOL Time Warner 

1.000.000 

03 Jan 00 

AOL Time Warner 

1,649.485 

28 Feb 00 

Biogen Ihc. 

953,516 

28 Feb 00 

Clear Channel 
Communications 

973.596 

03 Jan 00 

Dell Computer Corporation 

2.238.000 

06 Jun 00 

Ebay Inc. 

1.538.462 

28 Dec 99 

Ebay Inc. 

250,000 

28 Feb 00 

Ebay Inc. 

1,393,000 

06 Jun 00 

NoMa Corporation 

900,000 

06 Jnn 00 

Oracle Corporation 

900,000 

06 Jun 00 

'Sprint Coiporation 
(PCS Group) . 

1,756,000 

06 Jun 00 

Qwest Communications 
International Inc. 

2,339,181 

03 Jan 00 

QualComm Inc. 

575,000 

28 Feb 00 

Xilinx hic 

1,000,000 

28 Feb 00 

Totals 

21.627.240 
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iS/jj/Oi rjE 05:31 FAI 2066136T10 QUEUOS CROIT.LLC 


aooi 


Dale: Oclober 17,20)1 
To: Tiuniuai Trading Paitnors LLC 
Aittntion: Chuck Wilk 
Phone Hunber: (206)613-6700 
Facsimile Number (206) 613-6713 
Re: Reference #RNE010252 


From: HSBC Bank USA 
Contact: Byron Rennick 
PhoneNumber: (212)325-3684 
Facsitnile Number. (212) 5’25-S8S9 


Dear Sirs; 

The puipose of this letter agreement (this rConfirmanon”) is to confirm the terns and conditions 
of the 30 Transactions entered into between HSBC Bank USA (the "Bank”) and Titanium Trading Partners 
U.C ("Counterparty”) on the Trade Date specified below (the ‘Transaction"). This Confimadon 
constitutes a "Confirmadon” as referred to in the ISiO A Master Agreement specified below. 

The definitions and provisions contained in the 1991 ISDA Definitions (the "Swap Definitions") 
and in the 1996 EDA Equity Detivafives Definitions (the "Equity DeOnidons” and, together with the Swap 
Definitions, the "Definidons"). in each case as published by the Internadonal Swaps and Derivatives 
Association, Inc. f'ISDA"), are incorporated into this Confitmaiion, In the event of any inconsistency 
between the Swap Definitions and the Equity Definitions, the Equity Definilions will govern. In the event 
of any inconsistency between cither set of Definilions and this Confirmation, this Confitmation will govern. 

1. This Confirmation evidences a complete binding agreement between the Bank and 
Counterparty ns to the terms of the Transactions to uhich this (ionfinnaUon relates. This Confirinadon 
supplements, forms part of, and is subject to the ISDA Master Agreement, dated as of September 7. 2001, 
as amended and supplemented from time to time (the "AreemenT'). 'between the Bank and the 
Counterpany. 

2. The terms of each of the 10 Transactions to which this Confimiarion relates are identical 
. (except as set forth under "Expiration Date" below), and are as follows: 

GENERAI. TERMS OF EACH TRANS ACTION: 


Trade Date; 

September 24. 2001 

Opdon Style: 

, European T 

Transaction Type; 

Share Baslcct Collar Transaction, which is comprised of a Call and a 

Put 

Buyer of Call, 

Seiler of Put: 

The Bank 

Seiler of Call, 

Buyer of Put 

Counterparty- 

Rtf; RNE0102Sa 

1 PermaoeBt Subcommittee oq Investieations 1 
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3/01 Tl'E 08:31 FAI 2068138710 Ql^LUJS GROCP.LLC 

HSBC Bank OSA 


ii!002 


Basket: 

Number of Opdotzs: 
Optioa Entiticmcns: 
Multiple Exercise: 
Initial Price: 


A. basket of ^res composed of the shwes {each, respectively, a 
'Share ') of a»ch company (each, rcspcctivciy. an ‘'Issuer") specified in 
Annex I attached hereto in the quantity indicated therein 

I 

1 Basket per Option 

Inapplicable 

576.886.11X13 


Strike Price of Pul 

(Floor Price); $76.386.1 12.13 

Strike Price of Call 

(Cap Price); $83,037,001.10 


Premiiun: 


$3.152330.59 


Premium Payer: Counterparty 

Prenuuto Payment Date: September 25. 2001. Counterparty hereby authorises the Bank, on the 
Premium Payment Date, to debit from Counterparty's account 
maintained with the. Bank (account number 134715624) an amount 
equal to the Premium. 

Exchange(s): For each Share comprised in the Basket, as specified for such Share in 

Annex 1 

Related Exchange(s): Any exchange on which options or futures on the Shares are traded. 

Clearance System: The relevant Clearance System for the Shares 

■ PROCEDURE FOR EXERCISE IN RKPECT OF EACH TRANSACTION: 

Expiration Time: 4 p.m. local time in New York City 

Eviration Date: The 10 Transactions shall have the Expiration Dates set forth 

below: 


Transaction 

Exoiration Date 


v" 

i 

December 17. 2(X51 

2 

December 18.2001 

3 

■ I^cembcf 19.2001 

4 

December 20, 2001 

5 

December 21. 2001 

6 

December 24. 2001 

7 

December 26. 2001 

8 

December 27, 2001 

9 

December 28, 2001 

10 

December31. 2{K)i 


Ref; RNEO102S2 
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10/23/01 TUE 05:32 FAX 20S6136710 QtELuOS CROt? . LLC ; 3)003 

KSBC Bank USA 


Automatic Exercise: Applicable. 

Bank's Telephone 
Number and Facsimile 
Number and Contact 
Details for Purpose 

of Giving Notice; Tel: (212)525-8010/5370 
Fax; (212)525-8015 
Contact: Russell Schreiber / Mary Pan 
KSBC Bank USA 
452 Fifth Av«iue 
NewyoHt.NYI00I8 

Reference Price; For each Expiration Dale, the sum of the vijues for the Shares of each 

Issuer comprised in the Basket in respect of which siich Expiration Date 

occurs, in .each case calculated as the product of (I), tbe Share Price of 

one such Share and (ii) the relevant Number of Shares comprised in the 
Basket in respect of which such Expiration Date occurs. 

“Share Price” means for those Shares listed on die Nasdaq NMS. the 
last traded price per Share quoted by the Exchange at the ExpiratioB 
Time on the relevant Expiration Date, without regard lo extended or 
after hours trying. 

"Share Price” means for those Shares listed on the New York Stock 
Exchange, the closing price per Share quoted by the Exchange at die 
Expiration Time on the relevant Expiration Dale, without regard to 
extended or after hours trading. 

SETTtEMENT TERMS: 

Physical SetUement Applicable 

Failure to Deliver; Applicable 


ADJUSTMENTS AND EXTRAORDINARY EVENTS; 

Adjustments: 

Method of Calculation Agent Adjustment 

Adjustment 

Extraordinary Events: • ^ 

Cons^uences of 
Merger Events: 

(a) Share-for- Alternative Obligation or CancelladoD and Payment, at the Bank’s 

Shruc: discretion, and the Bank shall notify Counterparty of its election no later 

than two (2) Business Days prior to the Merger Date. 

(b) Sfaarc-for* Cancellation and Payment 

Other: 

(c) Share -for- Cancellation and Payment with respect to the Ollier Consider^ion. and 

Combiner • with rcspcci to the New Shares. Atiernadim Obligation or Cancellation 

and Payment, at the Bank's discretion, and the Bank shall noti^ 
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Coumerpany of its aiccHon no laier than two (2) Business Davs prior lo 
the Merger Date. 

A!tcmaiivt The appliable definition of “AlterMtivc Obiisiiion" in subsKiions 

Omigalion: 9.3(b). (c) and (c) of the Equity Definitions shall be amended by adding 

the following at the end of each such subsection: 

"including any one or more of the Strike Price of the Call, Strike Price 
of the Put. Number of Options, Number of Shares in the Basket, Option 
Entitleroeni, Relevant Price, Averaging Dates. Reference Price, and 
any other variable relevant to the exercise. setUement or payment terms 
of each such Transaction, Notwithstanding the above, the Calculation 
Agent wilt determine if any such Merger Event adjustment affects the 
Aeoretical value of any such Transacdon, and if so, may in its 
reasonable discredon make an adjustment to any one or more of the. 
Strike Price of the Call, Strike Price of the Put. Number of OpUons, 
Number of Shares in the Basket. Opdon EntiUemtnl. Relevant Price, 
Averaging Dates. Reference Price, and any other variable relevant to the 
exercise, settlement or payment terms of such Transaction to reflect the 
characterisdes (including, without iimitadon, the voladlity. dividend 
practice and policy and liquidity) of the New Shares and/or the Other 
Cunsideradon. Any adjustment made pursuant to this paragraph will be 
effeedve as of the date deterrnined by the Calculation Agent. 

NationalizaUon or Canceiladoo.and Payment 

Insolvency: 

DeTmidons: The dcfmiiion of "Merg^ Eveni” in Section &^a) of the Equity 

Definitions shaJl be deleted in its entirety and replaced with the 
following: 

"Merger Event" means any (i) reclassification or change of the Shores' 
that results in a transfer of, or an irrevocable conuniiment to transfer 
10% dr more of ail outsiaoding Shares, (ii) consolidation, amalgamation 
or merger of the Issuer with or into another endly (other thac a 
consolidatioa, .amaigamatioh or merger in' .which the Issuer is the 
continuing eotiiy autd which does not result in any such reciassificados 
or change of 10% or more of all outstanding Shares) or (iii) other 
takeover offer for the Shares that results in a transfer of or an 
irrevocable commitineo.l to transfer 10% or more of all the outstanding 
Shares (other than the Shares owned or controlled by the offeror), in 
each case if the Merger Date is on or before, in the case of a Physically- 
setiied Option Transaction, the final Eapiration Date or, ttj any other 
case, the final Valuation Date." 


3. Calculation Agent: 

The Bank will be tee Calculation Agent. Wlieoever the Calculation Agent is required lo act, it will do so in 
good faith, and its dcierraiMtions and calculations will be binding in the absence of manifest error. 

4. Accounts Details:' • 

Account for payments to the Bank: HSBC Bank USA. 

ABA #021-004-823 
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Accounf for payments to the Coumerparty; HS3C Sank USA. 

ABA3021.004.S23. 

Accoum ?S656 

5. Offices: 

The Office of the Bank for tfjc Transaction is New York 

6. Broker/ Arranger; None. 

7. Additional T^mination Events 

Each of the following shall consdlute an AddWohal Termination Event with respect to this Transactioii in 
respect of which both parties shall be Affected Parties: . 

(a) The occunence or wuslcnce on any Exchange Business Day or Local Business Day of any event, 
circumstance or cause beyond dw wjntrol of iheBank that has or reasonably would be expected to have 
a material adverse efTccl on its ability to perform its obligations under Ais Transaction; and 

(b) The occurrence or existence on any Exchange Business Day or Local Business Day of an event beyond 
the control of the Bank that has the effect of making it impossible or illegal for the Bank to maintain its 
hedge in connection with this Transaction fincloding without limitation the ability to freely trade (long 
Of short) the Shares on the Exchange or to borrow the Shares on reasonable terms). 

8. Unwind Events. 

Each of the following shall constitute an Unwind Event: 

(i) The Refwence Price of the Basket at the Expiration Time on any Exchange B usiness Day occurring 60 
or more calendar days after Trade Date de|»cciaits by more than 10% from the Initial Price. 

(u) Counterparty shall notify the Bank diar an Unwind Event has occurred. 

Upon the occurrence of an Unwind Evwt, the Transaction shall terminate immediately (the “'Unwind 
Date") and the Unwind Date shall become (he sole Expiration Dale. 

The amount payable upoo the ternuoadon of this Traraitetion following *e occurrence of an Unwind Event 
shall be determined by the Calculation Agent using the standard Black-Scholes option pricing formula 
where: 

■ The Put Option will be valued ai 45.725% volatility. 

• Thb Call Option will be valued at 45.725% wlatility. 

• The Risk Free rate will be determined by using the ialer-bank offer deposit rate at the date of 

tile Unwind Event ^ 

• Dividwd will be zero. 

• For tiie unwind of the Transaction, the value of the Basket shall be calculated using the stock 
. prices per Shore at which the Bank repurchases the stock to close hedge from the 

Coumerparty or in the open market on the exchange oo which such stock is traded. 


9. Additiorval Agreement of Counterparty. 

Coumerparty agrees that one Business Day fwior to the Expiration Date of each Transaction it wi!! give the 
Bank, irrevocable instruc tions to s ell the Shares comprised in the Basket on tiie applicable Expiration Date, 
unless Cmmteiparty has agreed to enter into a new Collar Transaction with the Bank having the same Strike 
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Price of Put (Floor Price) »s the Strike Price of Pat set forth above for such Transection. If the Expiration 
Date occurs as a result of the occurrence of an Unwind Event, Counterpany hereby gives the Bank 
irrevocacle instructions to sell the Shares comprised in the Basket or. Lhe anplicable Expiration Date 


10. Taxes. 

Counterpany will on demand indemnify the Bank for and against all stamp taxes and any other transfer 
taxes iccmred by the Bank by reason of entering into the Transactions tn which this Confirmation relates or 
settlement hereof in accordaiwe with its lerros. 

1 1. AcknowJoJgment and Additional Representations. 

&ch patty hereby acknowledges and agrees that the other party has engaged in (or has refrained from 
engaging in) substantial financial transactions and has taken other material actions in reliance upon the 
parties' entry into the Transactions to which this Confirmation relates on the terms and conditions set forth 
herein. . 


In addition to the representations set forth in the Agreeroem, Counterparty further represents that; 

(a) Neither the Bank nor any of its affiliates has advised Counterparty with respect to any legal, regulatory, 
tax, accounting or {xonomic consequences arising from the Transactions, and neither the Bank nor any of 
its affiliates is acting as agent, or advisor for Counterparty in connection with the Ticnsactions. 

(b) Counterparty further reprcMents that It is not an "affiliate" of the Issuer, as such temi is defined in 
Regulation 230.144(c)(1) under the Securities Act of 1933 (the "1933 Act”), nor is it a counterparty 

entering into the Transactions on behalf of the Issuerof any affiliate thereof. 

(c) Counterparty represents that it is not in possession of any materia! non-public information concerning 
the business, operations or prospects of the Issuer and was not in possession of any such information af the 
time of placing any orda with respect to the Transactions. 

‘‘Material” infonnadon for these purposes is any inforroation to which an mvtttor would reasonably attjtch 
importance in reaching a decision to buy, sell or hold any ascuritics of the Issuerfs). 

(d) Counterparty represents to the Bank (at ail times until termination of the Transactions) that the 
Transactions Is. and at all times will be, in full compliance with Counterparty's organisational and 
^venting documents and investment policies and guidelines. 


Please confirm that the foregoing correctly sets forth the tei^ of our agreement by executing this 
Confinnation and returning it to us by facsimile at (2 12) 525-5859. 


Confinned as of the dale 
first above written; 



i§OOS 
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TIT.AiVnjM TRADING P,AETNERS_y.C 
Bv: 


Name; 

Title: 


5 INGP,AETNERSaC , / / , 

H) jjg-; CGc=74erwv Lit 


By: . 


Name: 

Title: 


IaJL- ^X- Ai U S’ J'Itav -(»" T" i it -A" “ ‘*a 

&,&h} 5■y^'v^l^-tx T.’Sof 

iy,. : 

CImM \A>]ik . 

■p/v I C-' ^ 
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Annex I; 


Shares Comprised in the Basket 

rnc Basket is composed of the specified Shsrts of the Issuers fisted below in the relative proportions and 
numbers set out in relation to each Issuer below. 


Issuer 

Titter 

Symbol 

Price per ' 
Share 

Number of 
Shares in Basket 

Exchange. 

Adobe Systems Inc. 

lESilSI 

USD 25.3018 



Auton^tic Data Processing 

ilQ^^IUIII 

USD 46 J344 



Applied Materials Inc. 

Esmi 

USD 29.6057 


'ElSESSHHiHi 

AOL Time Warner Inc. 





Biogen loc. 

EESH 

USD 53.1584 


Nasdaq NMS 

Qeax Qjannei Communications 


USD 38.7761 

97359.6. 

New York Stock ExchauBe 

Cisco Systems Inc. 


USD 123506 


GkESGiSSIHHiiHi 

Dell Computer Corp. 





eBay Inc. 

l=^=KM 

W.triut-i-T.Ha 


Nasdaq NMS 

Intel Corp. 

ESESii 

USD21.4S40 


Nasdaq NMS 

Microsoft Corp. 

MSFT 

USD 52.1351 

74350 

Nasdaq NMS 

Nokia OY3 



90,000 

New York Stock Exchaoce 

Oracle Corporation 

EE&^I 


90,000 

Nasdaq NMS 

Sprint Corp. (PCS Group) 

PCS 

USD 25.2670 

175.600 

New York Stock Exchange 

Qwest Communications 

Internationa! 

Q 

USD 19.9605 

233,918.1 

New York Stock Exchange 

Qualcomm Inc. 



57300 

Nasdaq NMS 

Xiiirut Inc. 

JONX 1 USD 25.7564 

100,000 } Nasdaq NMS 1 
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Albert Yu/HBUSmSBC 
09/24/2001 05:17 PM 



To Joseph M Petri/ 

JohnGRIFR 
cc Pagai 
Slewart/HI 
bee 

Subject Saban transaction completed 


Joe, as mentioned earlier, 

the Saban Ipan+equity deriv transaction was committed by the client on Friday Iasi week and is 
successfully executed by market close today. A quick recap of revenue as follows: 

Derivatives & Structured Products $ 4,740,000 upfront 

DPB up to $ 3,650,000 (of wNch $ 1 ,000,000 upfront S up to $ 

2,650,000 of accrual over 120 days) 

Brokerage+custody esL $500,000 

Rusty Schreiber (Derivatives & Stnictured Products), Mary Pan (DPB) have played critical roles over the 
last 5 months in getting this transaction done. Cecil Hollevoelof Legal has also helped tremendously in 
the complicated documentation process. Bob Treanor, Howard Ross & George Wendler of CRM have 
been very supportive and diligent throughout the credit approval process. 

On this deal, I could see in the last several months a lot of teamwork and professionalism across all areas: 
Derivatives 4 Structured Products, DPB, HBUS 4 GHQCRM, Legal, Market Risk, Section 16 Brokerage 
and Senior Management. 

Albert 


HUI 0004357 

strictly ConRdenlist 
Noi for CircuiktiOB 
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Titanium Trading Partners LLC 

Daily Rqjort as oj Novemba- 13, 2001 


Final ConsoBaated Profitability -11/13/0^’ 


biitia Equity PortioiioValut S (7&S461.U1} 

CunuM Eqtrily PortriJo VtJuc g9t.?M,M5 

Estinviint C«ln/(l-u**} on Equity PonfoEo S t29,R7.0M 

Miia CeUirOfi (SLSZiJK) 

EutinMid Cuirenl C«^«r Value (853363171 

Edimied G*in/{LcM) on CoDit 
T old lovntmoii Ceiq^Uu) 

UenlW' (V«ie,n]in 

Stf u cturtn ^ Pee ^ (7,6M,Cn) 

knensiExpene’ (3.651,6671 

l»tlR»ledTatilNel<Uli/(lo«<6 S 1iP7.m 


E>liaintaToulNeiC>lit((la64uiPeticeiiUtesfCM>' «36nb 

Implied AnnuaUxed Return 35.635 


' RrimlotheSlOOinilUcRiaaneRcnded loKlverl^hlEniefpriMf, UP.by HSBCtenkUJlA 

’ ln;lvKkainaieassrtgatepurch*Mpfcepafdb]rTltnluinAcquUcianCDrp.*iaCS^«Rtorthetrrt»p«citveiruaoMtnTiai(umTndifl(PutncnU.C 
' Loan wupetd off uol October 24<h. 3001 mdlntaniBipenicaaouedihnufh (ha date 
‘ Cmalncludt MtieleoBircoet louiieattructurln^ie^enl oUmeted Imrat euptnee, 

’ Bated cmindicativeujtwiiidpriciRgprBvldtd by IBSCBankU^A. 


Equity Portfoiio ComposMon 


- 1: i: li 

SWUM 



Aa<^ Syatenu {iicvrporat«a 

AOaE 

1,728,000 

2S3018 

3 43721.510 

29.1016 


50787,954 S 

6366.443 

Aulomolk Date ProceMut^ Inc. 

ADP 

1.73J.OOO 

4&5M4 

t0344.n5 

54.5109 

S 

943^590 

13323775 

Applied MalB'iaix, Inc. 

AMAT 

700,000 

293057 

20723.990 

39.1421 

S 

27599.470 

6375,4*0 

AOL Time Wemcr inf. 

AOL 

L649.4S5 

323715 

66797,701 

36.6564 

s 

97.131.5*2 

10.SiZ.SSl 

Bio^esx Inc 

BGEN 

953316 

S115U 

503*75*5 

54.7*50 

s 

S2738526 

1350,941 

Cloir Channel CetnmunicaltBna. Inc, 

ecu 

973396 

31.7761 

377SL256 

42.9005 

s 

41767.73) 

1015,475 

Ciice5y*lan6.tne. 

csco 

2300000 

123506 

25.101300 

197940 

$ 

3*386.000 

13/4*6300 

DeB Computer Corpwetion 

oai 

2 :z».ooo 

183l»l 

4133S.2I4 

25.8064 

s 

57.754.779 

16.116365 

eBay, inc. 

EBAY 

XIB1.462 

46S7S* 

14*3977*4 

57.6S30 

s 

183316553 

35319.068 

trad Corporation 

IhfTC 

i.isaooo 

2I.4M0 

24.706.600 

2*3689 

$ 

32351706 

*.147.606 

Miaeaoft Corparatioit 

MSPT 

745300 

5imi 

3*366.717 

660669 

$ 

497».*?7 

105*6,120 

Nokia Ci«r|iurat hat 

NC»t 

$00,000 

16365* 

15.179720 

214S5 

s 

20741173 

S5619S3 

OraeloCorpetetiott 

ORCL 

900300 

125191 

113*7.190 

1&2C2 

s 

13751(5* 

2367,66* 

Sprint PCS Croup 

PCS 

1,756.000 

2S2670 

4456*352 

24.4869 

s 

433(fi.50» 

(1566544) 

Qtm) CooununiatloK IraenMilottaL inc 

Q 

2539.1*1 

19.9605 

46.69)72 

11.556* 

s 

73303** 

(193S7334) 

QUALCOMM IticuryuraiMl 

QCOM 

575300 

475022 

27.141765 

56.1004 

$ 

32757,701 

Xn6.436 

Xilinx.lne. 

XLNX 

1300.000 

2S.7S64 

25756/400 

3774*0 

s 

X'747.9S0 

11491350 

Tvul 




$ TBLBBl.m 


^5 

»917»5tB * 

12$.$Z7.DM 


Bulie>Cels(l«Ml Stare lareptton: 1LW% 
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Brian Hanson 


From; 

Sent: 

To: 

Subject: 


= Redacted by the Permanent 
Subcommittee OH Investigations 

Chuck Wilk 

Tuesday, October 23. 2001 9:33 AM 
Brian Hanson; Christopher Hirata 
FW: Siiveriight/Saban ioan payoffs 


— Original Mes 
From: Mary.Pan 
Sent: Tuesda y. October 2 3. 

To: achesn 

Cc: cwilk@i_^^ 

Subject: Silveriight/Saban loan oavoffs 



Following are the cateulations for the loan payoffs as of tomorrow 10/24: 

Silvsriight Enterprises Loan 0/S $800,000,000.00 

Interest (9/21 - 10/24 at 2.6025 +1 %) $ 2.651 ,666.67 iJc 

Penalty {rate of 2.6025% -2.36%=0.2425% 
for 60 days) $ 323,333.33 


Total due: $802,975,000.00 



• Haim Saban Loan 0/S $ 7,000,000.00 

Interest (10/9 -10/24 at 2.5+1% $ 10,208.25 

Penalty (rate of 2.5%-2.36%=0.14% for 60 days) $ 1,633.33 

.Total due: $ 7!oTl7841.58 




The overnight interest for Silverlight 9/21 *9/24 amounted to $1 66.666.67 at 
2.5%. The interest is in Siiveriight's account with us cunently. 

Please do not hesitate to give me a call If you have any queries or questions. 
W© have arranged for Mr. Leo to pick up the FFW shares today at our LA office 
and I wll! coordinate with them to make sure there will not be any problems. 
Regards, 

Mary 


This message and any attachments are confidential to the ordinary 
user of the e-mail address to which It was addressed and may also 
be fwivileged. If you are not tfie addressee you may not copy, 
forward, disclose or use any part of the message or its 
attachments and if you have received this message in error, please 
notify the sender immediately by return e-mail and delete it from 
your system. 

internet cwnmunicatlons cannot be guaranteed to be secure or 
error-free as Intomiation could be inte 
arrive late or contain viruses. The sen 
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9pm. 


email 


Chris M. Hirata, Chock H. Wilk. JeTf I. Greenstein, Richard B. 
Sadti 


Adam Chesnoff, Haim Sabaiv Matthew Krane 

Daily ^rformance U^iate as of September 26, Mil - Mr. Saban, 

Attached please fir>d the daily perfonnance update for Titanium Tradini Bartners LLCmt behalf of ChuA Wtik. TWs update is a consolidation of *e 
two reports you received yesterday which indudes die aggregate investment perfcsmance estimate as weB as the de^ed equity portfoBo ccnnpt^iion 
and perfonmnce. 

As always, please feet to contact Chuck if you have any questions. 
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Titanium Trading Partners LLC 

Daihj Keport as of Septevilxr 26 , 2001 


Gstimaivd Camolidated h'oritability 

faUUd ?Oftidh3 Value 

Cumn £quil; Portfelw Value 

EHlinHedGain/(Lew}«' Equity PurdoSo 

initial Collar Coat 
EattuuMd Ciino* OUar Value 
Ctamated Caln/(U)aa)9n CoSar 
Total lavranaeut Caii^uaa} 


7«4.P19,5»7 

t t23.MLSM> 

eejsuii 

1SM.MS 


LuaiiF«’ 

Smanuttng Kce’ 

Exlmated tnisreu ExpotK ’ 
EaOmatedTolai Nei C^lo«4 


f7.a>.Cll) 




’ Rait»tolhe$SaOmilUcf>lsaneinanicdMSOvaUBhlEn)BpriMa.U>.(iyHSKtankU&A. 

’ Indudtd tniheaggregaieputduaepwe paid by TluntumAc^iii»lonCefp.andCSaban(vlMrrc^KavelmainBtaiTKaiiitvTnifin( Tame* LLC 
’ InuraiexpenaelflneeplietHo-daia 


Equity PorifciIiuComposiiion 




' 'rfttSwT.iy 

einisrr* 


r-iiH-rll 

L"'it T.ii • ;• I.L..1 !‘i iit'^ 

wTc? ill 





laSWlittllU 

Art{*eSy4iem» iiK<wpnrat«1 

AOBE 

i,7ajai 

253018 

5 43,721.510 

23.9100 

S 41316.480 5 

(24(B330) 

Auluuiatic CWa l^ocKasittg, bic. 

AOf 

\J72S/M 

463344 

8Q.644.nS 

442500 

76385.250 

P.%83^} 

Applied Maleriala, Inc. 

AMAT 

700800 

29.6057 

20723,990 

29.1300 

20391300 

(332.990) 

AOL Tune Warner Int. 

AOL 

2M94tS 

32.5715 

86297.701 

322S00 

85445391 

(S5i389) 

Biojeivlne, 

Bl'.EN 

9BA16 

S3.1S84 

50.687385 

546100 

52371309 

1384124 

Oew Channel Commuruealiont. ln& 

ecu 

973A96 

387761 

37.752.256 

38.4800 

^4^.974 

(288282) 

CiMo^lcma, inc 

csco 

2.000,000 

123506 

25.101.200 

122300 

24460300 

(641200) 

Dell Computer Corporalasn 

DELL 

2,230,000 

t83IS] 

41,638214 

18)600 

40342X80 

{996,13t) 

eBay, Ine. 

EBAY 

3.181.462 

466158 

148.497284 

44O4D0 

140.111386 

(838539^ 

Inlet Corporation 

INTC 

1,150.000 

21.4840 

24706,600 

20.9000 

24(85300 

(£71300) 

MiMioIt CerpenUian 

MSTT 

745SOO 

52.1351 

38.866,717 

5027D0 

37476285 

(1390432) 

Nokia Corporation 

NCK 

900XI0D 

163658 

1S,1792» 

160800 

I447IOOO 

(707220) 

Orad* Corporation 

ORCL 

900.000 

123191 

11387.190 

122000 

10,980.000 

(107.190) 

PCSCioup 

PCS 

1,7S&.000 

252670 

4436tAS 

260300 

45708.680 

1339.828 

Qweat Cemamniodiuu Intemalion^ Inc 

Q 

2339,181 

19.9605 

46391,222 

19.4000 

453S0.1U 

(ISlUll) 

QUALCOMM Incorpofotcd 

QCOM 

575300 

^2022 

27,1412^ 

463300 

26339,750 

(50I3IS) 

XiUnx,lnc. 

XLNX 

1300.000 

25.7564 

25.756300 

21.6400 

31340.000 

(4116400) 

Total 




5 76M6L121 


5 744919597 S 

msm 
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Brian Hanson 


From: 

Sent: 

To: 

Cc: 

Subject: 


Russell.SchreiberS 
Monday, November 12, 2001 3:^ PM 
Brian Hanson 

Dale Ramqulst; Christopher Hiraia 
RE: Partial buyout of Collar 


Redacted by the Permanent 


All tfie following are for value 1 5-Novemb8r-2001 . 


We purchase the following shares from TTP; 

Ticker Shares Price 

ADBE 1,296,000 28.8805 

ADP 1,299,750 54.5147 

AMAT 525,000 38.8496 

AOL 1.987,114 36.4284 

BGEN 715,137 54.6455 

ecu 730,197 42.2173 

CSCO 1,500,000 19.1515 

DELL 1,678,500 25.6191 

EBAY 2,386,096 57.4647 

INTC 862,500 28.4093 

MSFT 559,125 65.8246 

NOK 675,000 22.3232 

ORCL 675.000 15.3539 

PCS 1.317.000 24.4271 

Q 1.754.386 11.4590 

QCOM 431,250 55.8509 

XLNX 750,000 36.9344 


SImulatenouly. we cancel 75% pro-rata of each the 10 maturites: 
Maturity Date Net 
17«Dec-01 {5.987,390.94) 

18- Dec-01 (6,007,150.11) 

19- Dec-01 (6,026.410.88) 

20- Dec-01 (6,045,199.35) 

21. Dec-01 (6,063,539.82) 

24.Dec.01 (6.116,084.09) 

26.Dec.01 (6,149,235.45) 

27- Dec-01 (6.165,297.39) 

28- Dec-01 (6.181,036.51) 

31 -Dec-01 (6,226,449.21) 


Total of the Coresponding Collar Buyout to date: (60,967,793.75) 


Net Cash in account: 

Proceeds from Stock 670,618,941.59 
Collar Buyout (60,967,793.75) 

Total Cash 609,651.147.84 


This message and any attachments are confidential to the ordinary 
user of the e-mail address to which it was addressed and may also 
be privileged. If you are not the addressee you may not copy, 
forward, disclose or use any part 

I Permaneot Subcommittee on Investigations 

EXHIBIT #66 - FN 404 


PSI-QUEL 23448 



2637 


Brian Hanson 


From: 

Sent: 

To: 

Cc: 

Sub)ect: 


Russelt.Schreiberq 

Tuesday, November 13. 2001 8:14 AM 
Brian Hanson 

Dale Ramquist; Christopher Hirata 
RE: 


, = Redacted by the Permanent 
Subcommittee on Investigations _ 


Ail the following are for value 1 6-Novemb0r-2OO1 . 


We purchase the following shares from TIP: 
Ticker Shares Price Value 
ADBE 432,000 29.7658 12,858,825.60 
ADP 433,250 54.4995 23,611,908.38 
AMAT 175,000 40.0196 7,003.430.00 
AOL 662,371 37.3404 24.733.198.09 
BGEN 238,379 55.2033 13,159,307.45 
ecu 243,399 44.9500 10.940,785.05 
CSCO 500,000 19.7215 9,860,750.00 
DELL 559,500 26.3684 14,753,119.80 
EBAY 795.366 58.3380 46.400,061.71 
INTC 287,500 29.0476 8.351,185.00 
MSFT 186,375 66.7936 12.448.657.20 
NOK 225,000 23.0045 5,176,012.50 
ORCL 225,000 15.0710 3,390,975.00 
PCS 439,000 24.6743 10,832,017.70 
Q 584,795 11.8501 6.929.879.23 
QCOM 143.750 56.8487 8.172,000.63 
XLNX 250,000 38.1886 9.547.150.00 


Total Proceeds from sale of shares 228,169,263.33 


Simuiafenouly, we cancel the remaining 25% pro-rata of each Uie 10 maturites: 
Maturity Date Buyout Amount 
17-D0C-O1 {2,387,889.86} 

IS-Dec-OI (2,394,889.42) 

19- Dec-01 (2,401,724.44) 

20- Dec-OI (2,408,402.67) 

21- Dec-01 (2,414,931.10) 

24-Dec-01 (2.433,680.44) 

26- DeC'01 (2.445,540.30) 

27- Dec-01 (2,451,293.76) 

28- Dec-01 (2,456.935.77) 

31 -Dec-01 (2,473.235.32) 

Collar Unwind (24,268,523.07) 


This message and any attachments are confidential to the ordinary 
user of the e-mail address to which it was addressed and may also 
be privileged. If you are not the addressee you may not copy, 
forward, disclose or use any part of the message or its 
atladiments and if you have received this message in error, please 
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Hurt 12:31 FAI 2066136710 , QUELUIS GHODP.LLC 


@004 


Dale; November 12.2001 
To: TiomiumTradingPamiBrsLLC 
Attention: ChucIrWiii 
Phone Number. (206)613-6700 
Faosimile Nimiben (206) 613-6713 

RS: Reference# RNE01Q2S2 


From: HSBC Bank USA 
Contact: Byron Renrack 
Phone Number: (212)525-3684 
Facsiimle Number; (212)525-5859 


Dear Sirs: 

® ® Unwind Evenl (an defined in die Confimafion) in reinect of 75® nf the 

Notional Amount of each Tranaaction haa oecumd on November 12, 2001 
UnwmdEvenbCoun.e,,.r,yng^,„^,U^„^.7,3,„,^^,‘^=“/;^^^ 

to 0.25 amended 

AU other terms of each of the Transactiona lemain unchanged and are hereby aiSimed. 

Confirm2orj^S^‘tS:y1StS“5^5.‘?9.^ 


ConSniuMi as of the date 
fira above \mtietu 



Name: 

™<= ■nSi-lilTviKFKSiDl 
iOf 12103 


ID # 113K 


TTfANIUM TRADING PARTNERS lie 
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11/19/01 


MON 12:30 FAX 2066136710 


QUELLOS GROUP. LLC ^ gOO’ 


HSBC < 1 > 

HSBC Bank USA 
452Rfth AvcAue 
New York, NY tMJS 
R«: (2J2) S25-5859 

Titanium Trading Partners LLC 

Attn: Chuck WUk 
Fax: (206)613-6713 


November 14, 2001 


AMENDED TRANSACTION CANCELLATION AGREEMENT 

This letter agreement (hereinafter referred to as the "Cancellation Agreement"), dated as at 
November 13. 2001, is made between HSBC Bank USA ("Party A”) and ritaniura Tradtne 
Partners, LLC ("Party B"). 

TOEREAS,. Party A and Party B entered into the following Share Basket Collar Transaction (the 
Transaction"): 

Party A Reference RNEO10252 with a Trade Date of September 24, 2001 a Put Strike 
Price of USD 76,886,112.13, and a Call Strike Price of USD 83,037,001.10. 

WHEREAS, subject to the terms and provisions hereof. Party A and Party B wish to cancel the 
Transaction. . 


NOW, THEREFORE, in consideration of the mutual premises herein. Party A arid Partv B anreed 

on November 13, 2001, the following: ^ 

1. The Transacdon shall be terminated and cancelled with effect from and including 
November 16, 2001 (the “Cancelladon Date"), and aU rights, dudes, claims and 
obhgadons of Party A and Party B thereunder shall be released and discharged with 
eff«t from and including the Cancelladon Date without prejudice to any such rights, 
duties, claims and obligadons which arose prior to the Cancelladon Date. 

2. In consideration of the cancelladon of the Ttansaction as outlined above. Party B amees 
to pay the sum of USD 24,268,523.07 to Party A for value November 16. 2001. 

3. This Cancelladon Agreement may be executed in two or more counterparts, each of 
which shall be deemed to be an original and all of which shall be deemed to be one and 
the same instrument. 

-1 

4. This Cancelladon Agreement shall be governed by, and coiistrued in with, the 

laws of the State of New York, without reference to choice of law doctrine and each party 
hereby submits to thejurisdiedon of the Courts of the Slate of New York. 

5. of Party A and Party B represents to the other that it has entered into this 
^cellation Agreement in reliance upon such tax, accounting, regulatory, legal, and 
financial advice as it deems necessary and not upon any view expressed by the other. 


Ref: RNEOI0252 • Amended 
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Il/.IS/Oi 


aON 12:31 F.U 2066136710 QKELLOS GHOOP.ac ■ (JOOj 

HSBC Bank USA 


6. Accounts Details 

Payments to Party A; HSBC Bank USA 

ABA # 02HX)l-088 
For Credit to Department 299 
A/C 000-04929-8 
HSBC Derivative Products Group 


IN WITNESS WHEROF, each of the parties hereto has caused this Cancellation Agreement to be 
executed by its officers duly authorized and empowered with effect from the date first written 
above. 


HSBC BANK USA 



By: 




D MA 


Title: 


/?- *' / 







Ref; RNEOI0252 - Amended 2 
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EA Investment Services Limited 

C/o Citco Building 

Wickhams Cay 

PO Box 662 

Road Town. Tortola 

British Virgin Islands 


Titanium Trading Partners LLC 

19 Mount Havelock 

Douglas 

Isle of Man 

IMl 2QG 

November 16, 2001 


Dear Sirs, 

We refer to the 1000 covered call warrants issued by Titanium Trading Partners LLC on September 1 1, 
2001 relating to a basket of shares in various US technology companies (the “Warrants” or “Global 
Warrant”), all of which were subscribed for by EA Investment Services Limited pursuant to the terms 
of a subscription agreement of the same date (the “Subscription Agreement”). We also refer to the sale 
by Titanium Trading Partners LLC of the Basket Shares which we believe took place on November 1 3, 
2001 (the “Sale Date”). 

Capitalised terms not otherwise defined in this letter shall bear the same meanings given to them in the 
Subscription Agreement and/or in the Global Warrant. 

The purpose of this letter is to confirm that; 

(a) on the understanding that the Warrants ate now uncovered as a result of such sale, we have 
immediately exercised our Put Right with respect to all of the Warrants outstanding (all of 
which continue to be held by EA Investment Services Limited as of today’s date); and 

(b) the Issuer Account as of today’s date is credited with $345,273,000 (being the sum of the 
subscription monies for the Warrants) together with $2,148,365.33 accrued interest (giving a 
total credit balance of $347,421,365.33. 
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In the exercise of the Put Right, we hereby deliver all of tte Warrants to you and relinquish in full any 
future entitlement with respect thereto and, in accordance with clause 6(c) of the Subscription 
Agreement, shall forthwith treat the payment by you for such Warrants as having been satisfied by us 
debiting in full the total amount currently standing to the credit of the Issuer Account (including 
accrued interest). 

This letter may be executed in counterparts, each of which shall be deemed an original, but all of which 
together shall constitute one and the same instrument. 

This letter shall be governed by and constraed in accordance with English law. 

Please indicate your acceptance of the above by signing and returning to us a copy of this letter 
enclosed for that purpose. 


Yours sincerely, 



tfon^mpany Limited 
<Sf EA Investment Services Limited 


Accepted and agreed 


For and on behalf of Titanium Trading Partners LLC 
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EA Investment Services Limited 
Citco Building 
Wickhams Cay 
P.O. Box ^ 

Road Town, Tortola 
British Virgin l^ands 


Titanium Trading Partnera U.C 

19 Mount Havelock 

Ckugl^ 

isle of Man 

1M1 2QQ 


{Trade Date 1 IVabePatj 


1-JJ-01 l-JuWI 

21-S^1 21-Seo-OI 

IB-Nov-01 16-Nov-OI 

16-Nov-Ol 1644OV-01 

31'Dec-OI 31-0ec-01 


Blancs Brought Foiward 
Transfer Incwning Funds 
V^re Transfer ■ AOOt 
Interest to 16-Nov>2001 

Total D^its/CredUs 


Statemer^i of ^»K>unt 
Period ended 31 December 2001 
USD Client Account 
Statement - 001 


iDeMt 1 iCredll ' " '1 (USD Balaree I 

0.00 

345.273, OCO.OO 345,273,000.00 

347.421,365,33 (2,148,^5.33) 

2,148,385.33 0.00 

I 347.421.365331 I 347,421 .365T^ 

Closing Balance . i 0.00 il 


Certified as correct by: 


Director, on behalf of 
EA irtvestrrtent Services Limited 
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STOCK ASSIGNMENT SEPARATE FROM CERTIFICATE 


FOR VALUE RECEIVED, tiie undersigned does herehy sell, assign and transfer unto: 
Utaninm Acquisition Corporation, a Delaware corporation. Fifteen Thousand Fifty-Eight 
(15,058) shares, of Class B Common Stock, par value $0,001 per share, of Fox Family 
■Worldwide, Inc., a Delaware corporation, standing in the name of Haim Saban on the books of 
said Corporation represented by cratificate No. 21 ddivered hoewith and does hereby 
irrevocably constitute and appoint Jack D. Samuels attorney to transfer the said stock on the 
books of the within named Corporation with full power of substitutioa 


Dated: October 22, 2001 



THE SIGNATORECS) ON THIS ASSIGNMENT 
MOST CXtRRESPOND WTIH THE NAME(S) ON 
THE FACE OF THE CERTIFICATE IN EVERY 
PAKriCDLAH, WITHOUT ALTERATION OR 
ENLARGEMENT, OR ANY CHANGE 
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STOCK ASSIGNMENT SEPARATE FROM CERTIFICATE 

FOR VALUE RECEIVED, the undersigned does hereby sell, assign and transfer unto; Cheryl 
Saban, One Million Three Hundred Seventeen Thousand Five Hundred Four (1,317,504) shares, 
and Titanium Acquisition Corporation, a Delaware corporation. Two Million Four Hundred 
Twenty Thousand Three Hundred Forty (2,420,340) shares, of Class B Common Stock, par 
value $0,001 per share, of Foi Family Worldwide, Inc., a Delaware corporation, formerly 
known as Foi Kids Worldwide, Inc,, standing in the name of Haim Saban, as Trustee of the 
Alpha Family Trust, U/D/T dated May 5, 1997, on the books of said Corporation represented 
by certificate No. 19 delivered herewith and does hereby irrevocably constitute and appoint Jack 
D. Samuels attorney to transfer the said stock on the books of the within named Corporation with 
full power of substitution. 

Dated; October 22, 2001 


THE S1GNATUKE(S) ON THIS ASSIGNMENT 
MUST COERESTOND WITH THE NAME(S) ON 
THE FACE OF THE CERTIFICATE IN EVERY 
PARTICirLAR,WIIHOT]T ALTERATION OR 
ENLARGEMENT, OR ANY CHANGE 
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STOCK ASSIGNMENT SEPARATE FROM CERTIFICATE 


FOR VALUE RECEIVED, the undersigiied does hereby sell, asagn and transfer unto: Glen 
Gale Corporation, a Delaware corporation, Thirty-Five Thousand Hght Hundred Seventy- 
Three (35,873) shares, and Titanium Acquisition Corporation, a Delaware corporation, 
OneMillion Two Hundred Ei^ty-One Thousand Six Hundred Thirty-One (1,281,63 1) shares, of 
Class B Common Stock, par value $0,001 per share, of Fox Family Worldwide, Inc., a 
Delaware corporation, standing in the name of Cheryl Saban on the books of said Corporation 
represented by certificate No. 24 delivered herewith and does hereby irrevocably constitute and 
appoint Jack D. Samuels attorney to transfer'the said stock on the books of the within named 
Corporation with fiiU power of substitution. 


Dated; October 22, 2001 



THE SlGNATtfRECS) ON THIS ASSIGNMENT 
MUST CXrWUESPOND ■WITH THE NAMECS) ON 
THE FACE OF THE CERTIFICATE IN EVERY 
PARTICULAR, WIIHODT ALTERATION OR 
ENLARGEMENT, OR ANY CHANGE 
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STOCK ASSIGNMENT SETARATE FROM CERTIFICATE 


FOR VALUE RECEIVED, the undersigned does hweby sell, assign and transfer unto: Glen 
Gale Corporation, aDdaware corporation, OneThousand Six Hundred Seventy-Three (1,673) 
shares, of Class B Common Stock, par value $0,001 per share, ofFoi Family Worldvrideilnc., 
a Ddaware corporation, standing in the name of Cheryl Saban on the books of said Corporation 
represented by certificate No. 20 delivered herewith and does hereby irrevocably constitute and 
appoint Jade D. Samuels attorney to transfer the said stock on the books of the -within named 
Corporation with full power of substitution. 


Dated: October 22, 2001 





THE SIGNATDHEfl^ ON THIS ASSIGNMENT 
MOST CORRESPOND WITH THE NAME® ON 
THE FACE OF THE CERTIFICATE IN EVERY 
PAETICDIAR,WirHODT ALTERATION OR 
ENLARGEMENT, OR ANY CHANGE 
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STOCK ASSIGNMENT SEPAKATE FROM CERTIFICATE 


FOR VALUE RECEIVED, the undersigned does hereby sell, assign and transfer unto; 
Titanium Trading Partners LLC, a Delaware limited liability company. Three Million Seven 
Hundred Seventeen Thousand Twenty-Nine (3,717,029) shares, of Class B Common Stock, par 
value $0,001 per share, of Fox Family Worldwide, Int, a Delaware corporation, standing in the 
name of Titanium Acquisition Corporation, a Delaware corporation, on the books of said 
Corporation represented by certificate No. 26 delivered herewith and does herAy irrevocably 
constitute and appoint Jack D, Samuels attorney to transfer the said stock on the books of the 
within named Corporation with full power of substitution. 



THE SIG3<ATDItE(B) ON THIS ASSIGNMENT 
MOST COKKESPOND WITH THE NAME(S) ON 
THE FACE OF THE CERTIFICATE IN EVERY 
PARTICDLA8, WnHOBT ALTERATION OR 
ENLARGEMENT, OR ANY CHANGE. 
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STOCK ASSIGNMENT SEPARATE FROM CERTIFICATE 


FOR VALUE RECEIVED, the undersigned does hereby sell, assign and transfer unto; 
Titanium Trading Partners LLC, a Delaware limited liability company, Thirty-Seven 
Thousand Five Hundred Forty-Six (37,546) shares, of Class B Common Stock, par value $0,001 
per share, of FoxFamily Worldwide, Inc., a Delaware corporation, standing in the name of 
Glen Gale Corporation, a Delaware corporatioiv on the books of said CoiporalioH represented 
by certificate No. 25 delivered herevnth and does hereby irrevocably constitute and appoint Jack 
D. Samuels attorney to transfer the said stock on the books of the within named Corporation with 
full power of substitution. 


Dated: October 22, 2001 GLEN GALE CORPORATION 



TBE SIGNATCKECS) ON THIS ASSIGNMENT 
MOST CXISSESPONP WITH THE NAME^ ON 
THE FACE OFTHE CERTIFICATE IN EVERY 
PAKTICOIAR, WITHODT ALTERATION OR 
ENLARGEMENT, OR ANY CHANGE. 
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VVQZ email 

Matthew Krane Brian M. Hanson, Chuck H. Wilk, }efftey K. Fein^as 

Matt 

Attadied is a copy of tfie WRITTEN CXlhreEhTT OF THE SOLE OIRECTCBl OF TITANIUM ACQU^ON CORPORATION prepared by Bryan Cave 
with reflect to the pakl-in<apita! account Biyan C^ve has indicated to us tlot ai^ amounts that are not declared as paid-in-capital are considered 
surplus under Delaware law. The resolutiot should be dated 9/24/01. 

Finally, I have yet to htar from Eurain (UK bank holidays) regarding an amendmeni/side letter to the Assignment of Rights agreement onceming the 
rut interest amount in the Holding Account 1 am work^g to resdve this as quickly as posriUe. 
if you have any questiom r^arding these issues, please fe^ free to roniact nther ]eif m myself. 
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eoMii 

Aifan Shaikh ManM.Hnuon,Oi««^H.l^lk 

Arfan, 

In osnnection with the opiniwi that is being drafted by Bryan Cave for Titanium Trading Partners, LLC, we need to con^ruct what has been deemed the 
*b«5)o and records" trf Bry w Cave is opining to certain dements <rf the transactksi that require that they have seen such books and records. 
Having talked with Qiuck, we wouid envision the bools and records to iKiude, t»t not be limited to, tl« following: 

Accounting records 
Board Rest^utions 
Meeting Notes 
Other Agreemetls 

Qearly y mi know more about what is available to us than 1 can ^>eoilate so incase use your judgement and know that more information is better fean 
less. Al», we are just looking for Jackstor^/BamviUe/Euram records that pertain to the events leading up to the fonnadozv funding and sale of TIT. 

Chuck said dut he recently brought this up with John (not to be confused writh the repi that Euram intends to provide) so John may be able to add a 
little more ct^r. You can also ^ve me a for more input and perhaps we can pat^BC in if necessary, in order to give BC enough time to digest to 

information, we need to have something by the end ctf the xrum^ 1 hope dus is a reasonable deadline. 

Thanks in advance your you help. 

Best regards, 

Brian 
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Brian M. Hanson 


From: 

Sent: 

To; 

Cc: 

Subject: 


Shaikh Arfan [Arfan.Shalkh| 
Wednesday, October 02. 2002 2:52 AM 
’Brian M. Hanson’ 

Puri Rajan; Staddon John 
RE; TTP Books and Records 


= Redacted by the Permanent 
Subcommittee on Investigations 



QUEILOS SABAK 

oocunffiMTs LisTj... Brian 

I'm couriering over the Saban material today so you should get it tomorrow. 

I have atteched the documents list so you know what you wU get. You 
should, however, note the following: 

1 All the documents have been executed by our counterparties (by which I 
mean Barnvilie, Jackstones. European American investment Corporate Services, 

EA Investment Services and Titanium Trading Partners (for the brief time we 
were the managing member)). A number of documents have not been signed by 
your counterparties. As you know, I have chased for these signatures on many 
occasions (and I know you have also done this). I expect as a quid pro quo 

for providmg ail these documents that we will receive a full bible of 
transaction documents that were executed. 

2 I have no confidence that the documents that I am sending you were the 
ones ttiat were shown or signed by your clients. I think that the body of the 
documents are fine but 1 do recall that cash flows and ma^ the portfolio 
of stock was adjusted at the last minute without our Involvement. For this 
reason, I would ask that you look at the schedules of the rdevant 
agreements to ensure that the slocks, numbers and purdiase price are as you 
understand them to be. 

3 In particular, ttie Irrevocable instructions to HSBC present me with the 
biggest problems. These were changed on a number of occasions (even though 
they were meant to be "irrevocable") and we were not involved in any of 

these alterations. ! chased HSBC for their countersignalure on these 
documents few months and finally got some unsatisfactory faxed signature 
pages where the numbers had been altered (without our prior consent). I 
wrauld recommend that you check these very thoroughly beftwe handing them 
over to the lawyers. 

4 We had no invdvement In Titanium Trading Partners (ott^er than negotiating 
the Operating Agreement) and Titanium Aqcuisidon Corp. We therefore can 
contribute very little to the books and records of these companies. 

5 Because erf my commits at 2 and 3. we have difficulties in producing the 
relevant extracts from the books and records of Bamvifle and Jackstones 
because we are not <x)nvhiced that the cashflows we have recorded accurat^y 
reflect the final transaction. Wso note that if records are sent, they will 

only be an extract that relate to the Saban transaction (as we have done a 
number of Point trades involving Bamvllle and Jackstones). I have asked R^ 
to iiase with you directly on this point. 

6 We are still reviewing the draft reps that you have sent to me. You wtl 
appreciate ttiat the uncertainties recounted above present us virith 
difficulties s^ning oft on the representations as drafted. 

Perhaps you could give me a call to discuss these issues. 

I permanent Siit>fommmec nn Investigations I 
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Arfan 


= Redacted by the Permanent 
Subcommittee on Investigations 


— Original Message — 

From; Brian M. Hanson Imallto;bhanson 
Sent: 30 September 2002 18:06 
To: 'Arfan Shaikh (Euram)' 

Subject; FW: TTP Books and Records 


Arf - FYl. Wednesday or Thursday would be best. We need to make sure BC 
can digest the information in time to opine to it. 


- — Original Message — 

From; Chuck Wilk 

Sent: Monday, September 30, 2002 10:04 AM 

To: Brian M. Hanson 

Subject: Re; TTP Books and Records 


3r3CT5028!4TAM 


No later dian eow. Eow is tight time frame. 

— Original Message — 

From: Brian M. Hanson <bha^m^^H|^^^|<maii^ 

To: Chuck Wilk <cwi[k@^HB^pmaiIto:cwilk|^ 

Sent: Mon Sep 30 08:47:3^00^^^ 

Subject: FW: TTP Books and Records 

ShcMJid have everything including ttie BV and Euram reps by eow. 

— Original Message- 
From: Shaikh Man [mailto:4j 
<mai!to:lmailto:Arfan.Shalkh(§‘ 

Sent: Monday. Septemb^" 3ff 
To: 'Brian M. Hanson' 

Subject; RE: TTP Books and Records 

i've had ail the books and records material i have and had H copied. I got 
a copy of the reps that you want Barnville and Euram to give tcxiay • 
tied up for the rest of the day but should have a chance to look at it 
tomonx>w, I should be able to send you everything towards the end of the 
week. 

— Original Message*- 
From; Brian M. Hanson 
<maiito;(malito:bhanson( 

Sent; 30 September 20^ 

To: 'Ajfan.Shaikh@“ 

Subject: RE: TTP Bi 



Arfan - 

I haven’t heard anything from you but we are looking for an update on where 
we stand with respect to this project. Can you give me an update and a 
timeline for completion. If you have questions, please call me right away. 
Thanks, 

Brian 


— Original Message — 

From; Brian M. Hanson 
Sent: Wednesday, Sept ember 25, 2002 4 :55 PM 
To: *Arfan.Shaikh@€j 

Cc; Chuck Wilk 


2 


PSI-QUEL 26916 



2654 


Subject: TTP Books and Records 


In connection with the opinion that is being drafted fay Bryan Cave for 
Titanium Trading Partnere, LLC, we need to construct what has been de^ed 
the "books and records" of TTP. Bryan Cave is opining to certain elements of 
the transaction that require that they have seen such books and recoKts. 
Having talked with Chuck, we would envision the books and recwds to 
include, but not be limited to. the following: 

AccounUng r«;ords 
Board Resolutions 
Meeting Notes 
Other Agreements 

Clearly you know more about what is available to us th^ I can speculate so 
please use your judgement and know that more Information is better than 
less. Also, we are just looking for Jackstones/Bamviile/Euram records that 
pertaki to the events leading up to formation, funding and sale of TTP. 
Chuck said that he recently brought this up with John (not to be confused 
with the reps that Euram intends to provide) so John may be able to add a 
little more cotrw. You can also give me a call for more input and perh^s we 
can patch BC in if necessary. In order to give BC enough time to digest to 
information, we need to have something by end of the month. I hope this 
is a reasonable deadline. 

Thanks in advance your you help. 

Best regards. 

Brian 


This message and any attachments may contain confidential information and is 
intended only for the individual or individuals named. All electronic mail 
sent to or from this address will be received by Quellos <^x>up, LLC or an 
affiliate's electronic mall system and is subject to retention and review by 
someone other Uian the party to whom such mail was addressed. If you are not 
a named addressee you should not disseminate, distribute or copy this 
electronic mail. Please notify the sender immediately by electronic mail If 
you have received this electronic mail by mistake and delete this electronic 
mail from your system. Electronic mail transmission cannot be guaranteed to 
be secure or error-free, and may arrive later than Intended, be Intercepted, 
corrupted, or contain viruses. The sender therefore does not accept 
liability for any errors or omissions in the contents of this message which 
arise as a result of defects due to transmission. This message is provided 
for informational purposes only and should not be construed as a 
solicitation or offer to buy or sell any securities or related financia! 
instruments. 
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Saban Capital Group, Inc. 

(Formerly 5161 Corporation) 

General Partner of Silverlight Enterprises, L.P. 

1 01 00 Santa Monica Boulevard 
Los Angeles, CA 90067 

F-e: U.S. Federal Income Tax Opinion for Silverlight Enterprises. L.P. 


Ladies and Gentlemen: 


i'htieiiit 

In your capacity as the general partner of Silverlight Enterprises, L.P. 

(“Silverlight"), a California limited partnership, you have requested our opinion 

regarding certain United States (“U.S.") Federal income tax consequences resulting 

from the distributions of property by Silverlight to Haim Saban (“HS”), Cheryl Saban mtiurt a.,-.!:, [miiiHw 

(“CS"), and Cassano Associates (“Cassano”), a California general partnership. AiiHfiiKini 

Specifically, Silverlight simultaneously distributed: (i) all of the shares of stock of nnUiii 

Titanium Acquisition Corporation (“TAC”) to HS and CS, and (ii) a debenture (issued wnsim>yiuM. di; 

by TAC to Silverlight) to Cassano, in complete liquidation of HS’, CS’ and Cassano ’s 

limited partnership interests in Silverlight (the “Transaction”). in Asr.urMihii wm 

Based upon our understanding of the facts and assumptions of the 
Transaction as described herein, it is our opinion that it is more likely than not that the 
conclusions set forth in the “Opinions” discussion would be upheld by a court if they 
were challenged by the Internal Revenue Service (the “Service”) and fully litigated 
the merits. Any conclusion set forth in this letter that an issue “should,” “would,” 

“likely,” or “will” be resolved in a particular manner means only that it is our opinion 
that it is more likely than not that a court would sustain that conclusion. 
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FACTS 

Based upon discussions with HS, Matthew G. Krane, Esquire (“MK”), and Chuck 
Wilk (“CW”) of QuelliDs Custom Strategies, LLC (“Quellos”), a financial advisory firm, and 
based upon the representations which HS, MK, CW, and other parties have supplied to us, we 
understand the facts preceding and involving the Transaction to be as follows; 

In December 1992, HS and CS, who was then and is currently the spouse of HS, 
jointly formed Glass Wave Enterprises, L.P. (“Glass Wave”), a California limited partnership, 
with HS as the general partner and CS as the limited partner. HS and CS each contributed to 
Glass Wave 139.38 shares of Saban Entertainment, Inc. (“SEI”) stock.’^ CS settled four 
irrevocable trusts under California law. 

Redacted By 

Permanent Subcommittee on Investigations 
DESCRIPTION OF PARTNERSHIP MEMBERS 

Trusts then jointly formed Golden Melody Associates (“Golden Melody"), a 
California general partnership, while^^B^tfl Trusts jointly formed Cassano. Glass Wave 
and Golden Melody formed Silverlight, with Glass Wave as the general partner and Golden 
Melody as the limited partner. We understand that Silverlight was formed for the purpose of 
making investments primarily in equity and debt instruments. Under the Limited Partnership 
Agreement of Silverlight, dated December 22, 1992; 

a. Glass Wave contributed to Silverlight 278.76 shares of SBl stock and cash 
in exchange for a 97% Class A interest and a 97% Class B interest in the 
partnership, respectively. 

b. Golden Melody contributed cash to Silverlight in exchange for a 3% 

Class A interest and a 3% Class B interest in the partnership. 

c. The holders of the Class A interests were entitled to an annual guaranteed 
payment of 10% of the capital contributed by them for their Class A 
interests (the “Guaranteed Payment”). 

Cassano purchased from Glass Wave one-half of Glass Wave’s Class A interest in Silverlight. 
and became a limited partner in Silverlight. Glass Wave, Golden Melody and Cassano then 
entered into an Amended and Restated Limited Partnership Agreement of Silverlight. dated 
December 29, 1992, reflecting Cassano’s entry into Silverlight as a new limited partner. On 
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February 5, 1993, Cassano purchased the remainder of Glass Wave’s Class A interest in 
Silverli^t, and the parties entered into a Second Amended and Restated Limited Partnership 
Agreement of Silverlight, dated February 5, 1993, reflecting the resulting change in ownership. 
{See footnote 20 below.) 

By the middle of 1995, HS was convinced that the key to fully realizing the 
potential value of SEI’s “content” assets, including Power Rangers, was the control of a source 
of widespread television distribution in the U.S. To that end, HS began discussions with Fox 
Broadcasting Company (‘TBC” or “Fox”), the owner of the Fox Children’s Network and the Fox 
television network, to find a way to “marry” SEI’s content with FBC. After exploring numerous 
proposed structures and arrangements, in December 1995, FBC, SEI and HS entered into a series 
of agreements, collectively referred to as the “Strategic Alliance.” As part of the Strategic 
Alliance, SEI, HS, the shareholders of SEI which included Silverlight, and FBC entered into a 
Strategic Stockholders Agreement (the “SSA”) dated December 22, 1995, the terms of which 
included; 


1 . SEI’s shareholders were subject to certain restrictions on transferring their 
SEI stock. 

2. No SEI stock could be voluntarily subjected to any lien (hereinafter 
referred to as the “No-Lien Clause”). 

3. HS was granted the right (the “Put Option”) on the occurrence of certain 
events (“Put Triggering Events”) to require FBC to purchase all of his and 
the other SEI shareholders’ SEI stock. 

4. The Put Triggering Events were (i) HS’ death, (ii) a change in control of 
FBC, (iii) any time after seven years but prior to seventeen years from the 
date of the SSA, and (iv) the fifth anniversary of the SSA, i.e., 
December 22, 2000. 

5. In order to exercise the Put Option with respect to the fifth anniversary of 
the SSA, HS had to give notice to FBC no later than 180 days prior to that 
aimiversary, or June 25, 2000. 

Under a Stock Ownership Agreement (“SOA”) executed as part of the Strategic 
Alliance, generally, HS and the SEI shareholders granted Fox Kids Worldwide L.L.C. 
(“FKLLC”), a Delaware limited liability company,^^ the right (the “Call Option”) upon the 
occurrence of certain events (“Call Triggering Events”) to purchase all of the SEI stock of HS 
and the other shareholders (including Silverlight). The Call Triggering Events for the exercise of 
the Call Option were (i) the death of HS, (ii) any time after seven years and prior to seventeen 
years from the date of the SOA, and (iii) the exercise by HS of the Put Option. In the event both 


Its “Class B Members” were SEI and FCN Holding Company ("FCNH”). and its “Class A Member" was FBC. 
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the Put Option and Call Option were exercised, the SSA provided that the Call Option would in 
all cases be effective in lieu of the Put Option. 

The SSA required the parties to use reasonable efforts to reach agreement on the 
fair market value of the entities to be valued."*^ If the parties could not agree on the Fair Market 
Value, the SSA provided for an appraisal/arbitration mechanism for the conclusive determination 
of Fair Market Value (the “Appraisal Mechanism”). 

In 1997, several restructuring transactions took place. The Call Option was 
distributed by FKLLC to FCNH. In a tax-free exchange transaction^’' HS and the other 
shareholders of SEI exchanged their SEI stock for 49.5% of the common stock of Fox Kids 
Worldwide, Inc. (“FKWW”), a Delaware corporation formed to be the holding company of the 
Strategic Alliance businesses; Fox Broadcasting Sub, Inc. (“FBST’), the 98% parent of FCNH, 
contributed its FCNH stock for 49.5% of the common stock of FKWW; and Allen & Company 
exchanged its 2% of the FCNH stock for the remaining 1% of the common stock of FKWW. 
FKWW issued debt to FBC in complete liquidation of FBC’s interest in FKLLC. Shareholders 
of SEI, FBSI, FBC, and Allen & Company entered into a Restated and Amended Strategic 
Stockholders Agreement dated August 1, 1997, (the “Amended SSA”) amending and restating 
the SSA to reflect the reorganization. The Amended SSA contained restrictions on the transfer 
of the parties’ FKWW stock similar to those contained in the SSA with respect to the SEI stock. 
The Amended SSA also retained the No-Lien Clause with respect to the FKWW stock. HS’ Put 
Option was made applicable to the FKWW stock, and the definition of Fair Market Value in the 
SSA was carried over verbatim to the Amended SSA, as was the Appraisal Mechanism. Some 
time later, FKWW changed its name to Fox Family Worldwide, Inc. and is hereinafter referred to 
as “FFWW.” 


In 2001 (the taxable year for which we have been asked to render U.S. Federal 
income tax opinions to Silverlight), Silverlight held stock in FFWW as well as a portfolio of 
publicly traded- securities and noncontrolling interests in several investment partnerships. HS 
held a significant limited partnership interest in Silverlight; HS also was the sole shareholder of 
5161 Corporation (“5161”), a CalifomiaS corporation,^ the general partner of Silverlight (as 


"Fair Market Value" was defined in the SSA to mean the value determined “on the basis of the businesses, 
properties, historical financial performance and financial condition, projections and prospects for the further 
growth of the entity or entities whose Fair Market Value is being determined.” 

The transaction was executed pursuant to Internal Revenue Code section 351; unless otherwise noted, all 
“section ” references are to the Internal Revenue Code of 1986, as amended and in effect (the “Code”), and all 
“Regulations” and “Treas. Reg.” references are to the Treasury Department’s regulations promulgated under the 
Code. 

^ Section i361{a) defines the tenn S corporation, generally, as a “small business corporation” for which an 
election under section 1362(a) is in effect for such year. A small business corporation, in turn, is defined as a 
domestic corporation, which is not an ineligible corporation, and which does not have more than 75 
shareholders, shareholders who are not individuals (except generally for certain defined estates, trusts, and 
charitable organizations), nonresident alien shareholders, and more than one class of stock. Section 1362(a) 
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f ip interest in 
of which HS 


belo wV CS also had a limited partaaB 

buverugnr. no, t^o anu 

was the owner for U.S. Federal mcome tax purposes, personally held stock in FFWW which 
accounted for a significant percentage of HS’ and CS’ individual net worths. (HS, CS, Alpha 
j in t»pr/*tnaftpr as the “Saban Shareholder.”! 


Toward the end of 1999, it had become clear to HS that the overall business 
objectives of FBC and FBC’s parent, News Coip. ("News”), were inconsistent with the steps that 
he felt were necessary to achieve the level of growth in FFWW that would justify holding such a 
large portion of his and CS’ net worth in FFWW stock. This was manifested boft in actions 
taken by News in pursuit of its other businesses that impacted or had the potential to impact 
businesses of FFWW in a negative way and in the exercise by Fox of the governance powers 
g^ted to it in the Amended SSA to block FFWW from taking actions HS thought were needed 
to achieve the requisite growth of FFWW’s businesses. 


Consequently, HS commenced efforts to negotiate a restructuring of his 
relationship with Fox that would alleviate these problems. HS soon realized, however, that he 
would have to also focus on finding ways to monetize at least a portion of the FFWW stock held 
by the Saban Shareholders in the event he was unable to achieve a satisfactory resolution with 
Fox in a reasonable amount of time, HS believed monetization of the FFWW stock would yield 
two benefits. First, it would provide a way to diversify his holdings, and second, it would allow 
him to capitalize on investment opportunities he judged to have greater current return potential 
than the FFWW stock. 


The most obvious method of monetizing the FFWW stock was to exercise the Put 
Option. Several reasons, however, militated against this. 

Redacted By 

Permanent Subcommittee on Investigations 


DISCUSSION OF FACTORS MITIGATING 
AGAINST EXERCISE OF PUT OPTION 


provides how a small business corporation may elect to be treated as an S cotporation for Federal income tax 
purposes. 

The only faeii time period imposed by the Appraisal Mechanism was the 30-day period that both sides’ 
investment bankers bad from the subnussion of their valuation reports to appoint a third banker. 
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DISCUSSION OF FACTORS MITIGATING 
AGAINST EXERCISE OF PUT OPTION 


Alternatively, a pledge of the FFWW stock was impossible because of the No- 
Lien Clause. Just as great an obstacle, however, would be a fully recourse loan against HS., 



If anything, HS sought to reduce his personal exposure 


from borrowed funds, not increase it 


In response to this, HS was advised that he might be able to borrow money on 
either a non-recourse or limited-recourse basis by pledging the property purchased with the 
borrowed funds. The amount of loan that any lender would make if HS wished to purchase 
securities would be no more than 50% if the securities purchased constituted “margin stocky 
(e.g., publicly traded securities)."’^ 
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DISCUSSION OF FACTORS MITIGATING 
AGAINST EXERCISE OF PUT OPTION 


The Federal Reserve Board Regulation U limits the amount a bank can lend for the purpose of purchasing 
margin stock. 
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As the December 31, 2000, deadline for giving notice of exercise of the Put 
Option approached, HS believed he had exhausted, without success, every avenue to resolve the 
situation with Fox. Therefore, by letter dated December 21, 2000, HS exercised the Put Option. 
Consequently, by letter dated January 17, 2001, Fox exercised the Call Option which then took 
precedence over the Put Option (the reciprocal exercise of the Put Option and Call Option 
hereinafter referred to as the ‘Tox Option Exercise"). 

During this time period, the stock market, and in particular the technology sector, 
suffered a serious decline. Up to that point, HS and Silverlight had minimal exposure to the 
technology sector, having persistently avoided it as overpriced, “overhyped,” and excessively 
volatile. After the decline at the begirming of 2001, however, HS believed that the sector 
presented genuine buying opportunities. Importantly, though, because of the volatility of 
technology stocks, HS had no interest in holding a portfolio of such stocks for any length of 
time; on the contrary, HS believed that the current stock market decline coupled with the 
volatility presented a prudent opportunity to make a short-tenn profit in this sector. 

After the Fox Option Exercise, News commenced to undertake a due diligence 
review of FFWW, presumably for the purpose of preparing for the negotiations to determine the 
purchase price for HS’ and Silverli^t’s FFWW shares. After FFWW supplied all of the 
documents and irtformation requested by News, several months passed with little communication 
between the parties. There was virtually no progress toward a determination of the purchase 



For these reasons, HS intensified his efforts to find a monetization mechanism for 
his FFWW stock. In January 2001, MK met with CW of Quellos and explained the situation to 
him. In a follow-up meeting a few weeks later, CW told MK that he believed Quellos could 
devise a monetization plan and asked MK to furnish him with details of HS’ assets and affiliated 
entities. 


More importantly, though, CW explained that Quellos’ approach to the problem 
was somewhat the opposite from that of other institutions. Instead of focusing on the availability 
and terms of a monetization financing, Quellos believed it should first identify the investment 
vehicle that suited HS’ objectives for the use of the monetization proceeds and then determine 
whether and how such an investment could be financed. Thus, CW focused in on HS’ interest in 
a short-term investment in the technology sector, e.g., how much money HS wanted to invest, the 
length of time HS was looking to hold such an investment, and the level of risk HS was willing 
to bear. 


In the Spring of 2001, CW informed MK that he thought he had identified an 
investment that met HS’ goals for the use of the monetization proceeds in a short-term trade 
capitalizing on the then current price levels of technology stocks. 
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Bamville Limited (“Bamville”), a company incorporated and registered in the Isle 
of Man, held substantial positions in several technology stocks. Bamville and European 
American Investment Corporate Services Limited (“Euram”), a financial advisory firm based in 
London, had formed Titanium Trading Partners LLC (“TTP”), a Delaware limited liability 
company, to which it was intended that Bamville would contribute a portion of its technology 
stocks (the “Portfolio”) in exchange for 99% of TTP’s membership interests. Bamville and 
Euram formed TTP as a partnership for the purpose of obtaining a profit from the sale of 
interests in TTP."^ Euram, which held the remaining 1% of TTP and was its managing member, 
also arranged for the placement by TIP of a long-dated (five-year) covered call contract on the 
Portfolio. 


CW believed HS should consider purchasing all of Bamville’s interest in TTP in 
order to acquire a diversified basket of technology stocks. MK agreed that CW should enter into 
preliminary discussions with Euram and Bamville regarding the purchase by HS of all of 
Bamville’s membership interest in TTP, and that CW should also explore possible sources for 
financing the purchase. 

After several conversations between CW and HSBC Bank in New York 
(“HSBC”), a subsidiary of HSBC in London and Hong Kong, CW told MK that he and HSBC 
had possibly found a way for HSBC to finance HS’ purchase of Bamvillc’s interest in TTP 
without violating the No-Lien Clause and without requiring unlimited recourse against HS. 
HSBC was willing to make a loan for the purchase of Bamville’s interest in TTP. It would not, 
however, under any circumstances make the loan on anything other than a full-recourse basis, 
but, because Silverlight owned approximately 25% of the outstanding common stock of FFWW, 
it was willing to make a full-recourse secured loan to Silverlight, with only a limited and 
contingent guaranty by HS (see explanation below at footnote 19) so that Silverlight could 
purchase the interest in Bamville. Moreover, HSBC would not require a pledge of Silverlight’s 
(or any other) FFWW stock. 

HSBC, however, required additional security arrangements to make the loan to 
Silverlight. HSBC wanted Silverlight, immediately after the purchase of Bamville’s interest, to 
cause TTP to purchase an at-the-money put on the Portfolio to limit TTP’s risk of a decline in the 
Portfolio’s value while the loan was outstanding. TTP could partially finance the put by 


11/ ( Ip never elected to be treated as a corporation for U.S. Federal income tax purposes. TTP intended to hoid 

the Portfolio solely for investment purposes with the expectation of making a potential short-term economic 
profit by selling interests in TTP. Some of the Portfolio were also dividend paying stocks. 

For the HSBC proposal to give HS a genuine shield from personal liability from the loan to Silverlight, the 
Glass Wave/Silvcriight partnership structure in place al that time would have to be altered. HS, as the general 
partner of Glass Wave, which was in turn the general partner of Silverlight, had unlimited personal liability for 
Silverlight’s debts. It was thus necessary to replace Glass Wave as the general partner of Silverlight with an 
entity, such as a corporation or limited liability company, that afforded its owners limited liability from the 
claims of the entity’s creditors. HS would thereby be shielded from unlimited personal liability for future 
claims, including those arising from the HSBC loan, lhat might be asserted against SUverlight. 
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simultaneously selling a call on the Portfolio with the same expiration date as the put but at a 
higher strike price, thereby creating a “collar.” (HS favored the idea of the collar because it 
brought the overall risk of the transaction down while still retaining potential for significant 
short-term return on the investment.) 


Redacted By 
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DISCUSSION OF ISSUES AND OBLIGATIONS 
OF SILVERLIGHT PARTNERS 


- Redacted by the Permanent 
Subcommittee on Investigations 


The issue of HS’ personal liability for Silvcrlight’s debts in his capacity as general partner of Glass Wave had 
been fully discussed by the parties when Silverlight and Glass Wave w ere formed in 1992. The Gua ranteed 
Payment and the deficit make-up provision were material conditions 

which were the partners of Golden Melody, and ^|||||mmm^^f^||krusts, which were the partners of 
Cassano, to entering into the Silverlight liraitci^artiwrehi^^rement^The Trustees opposed the use of a 
limited liability entity as the general partner of Glass Wave at that time for the reasons stated in the text. 
Accordingly, HS agreed to personally act as the general partner of Glass Wave, thereby making his personal 
assets available to fund the Guaranteed Payment and to restore a capital account deficit of the general partner. 
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In May 2001, Fox decided to seek a third party purchaser for EFWW rather than 
purchase the shares of the Saban Shareholders. This triggered an entirely new set of issues 
between HS and Fox to be negotiated and resolved, such as HS’ involvement in the selling 
process, the freedom, if any, of the Saban Shareholders not to sell in a transaction approved by 
Fox, and compensation to be paid by Fox to the Saban Shareholders for Fox’s retention of the 
Fox Children’s Network. 

As a result, a monetization of the Saban Shareholders’ FFWW stock became even 
more important to HS, as it became increasingly clear that no attention or energy on the part of 
Fox would be given to the Appraisal Mechanism during the period agreed to by the parties for 
the solicitation of buyers. If no buyers emerged during that period, the Appraisal Mechanism 
would be reinstated, with the end result that Fox would be no closer to effectuating the purchase 
of the Saban Shareholders’ FFWW shares and at least another year would have elapsed. 

In July 2001, HS and Rupert Murdoch, the chairman and C.E.O. of News 
(“Murdoch”), attended an industry conference held annually with media principals and 
investment bankers. Michael Eisner (“Eisner”), the chairman and C.E.O. of The Walt Disney 
Company (“Disney”), agreed to meet with HS and Murdoch to discuss Disney’s possible 
acquisition of all of FFWW. At the conclusion of that meeting, Eisner acting on behalf of 
Disney made an offer to purchase all of the outstanding common stock of FFWW and certain 
promissory notes (the “Fox Notes”) held by a Fox affiliate for a certain amount of cash. 

On July 23, 2001, the parties executed a purchase agreement, by and among the 
Saban Shareholders, Fox, certain of their affiliates, Allen & Company, and Disney, relating to 
the sale of the common stock of FFWW and the Fox Notes to Disney (the “Disney Agreement”). 
Pursuant to the Disney Agreement, the closing of the sale was scheduled to occur three business 
days following the later to occur of (i) the expiration or termination of the applicable waiting 
periods under the Hart-Scott Rodino Act and foreign antitmst laws and (ii) the satisfaction or 
waiver of all other conditions set forth in Articles 11 and 12 (Conditions Precedent to the 
Obligation of the Buyer to Close and Conditions Precedent to the Obligation of the Sellers to 
Close, respectively) of the Disney Agreement. 
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After the execution of the Disney Agreement numerous matters remained to be 
worked out among the parties in order to close the transaction. In addition to the various 
conditions to closing that were imposed under the Disney Agreement, several significant 
provisions had been left to be resolved through good faith negotiations among the parties. 
Notwithstanding HS’ efforts, there were significant regulatory approvals, both domestic and 
foreign, which were required to be obtained in order to consummate the sale and the timing for 
the granting of such approvals was beyond HS’ knowledge and control. Thus, HS’ liquidity and 
ability to diversify his investments continued to be illusory.'^^ 


Redacted By 
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After the events of September 1 1, 2001, the consummation of the sate of the FFWW stock to Disney became 
very uncertain. 
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Consequently, to avoid any potential personal exposure to HS and CS for the 
HSBC loan, CW suggested that the interest in TTP not be acquired directly by Silverlight, but 
rather by a new entity wholly owned by Silverlight. Silverlight would contribute the loan 
proceeds to this entity (“Newco”), which would in turn acquire the interest in TTP. Newco could 
then pledge its interest in TTP as collateral for the loan. Silverlight could then distribute the 
interest in Newco (rather than the interest in TTP) to HS and CS in complete redemption of their 
limited partnership interests in Silverlight. HS and CS would, therefore, acquire the interest in 
Newco free and clear of any direct encumbrances, and with the reduced risk of liability exposure. 

CW pointed out two additional benefits of having a wholly owned entity of 
Silverlight, rather than Silverlight itself, acquire the TTP interest from Bamville. First, it would 
prevent Silverlight from incurring any liabilities arising out of the purchase of the TTP interest, 
including liabilities imposed under the purchase agreement entered into with Bamville. Second, 
it would allay any fears that Silverlight could be held liable for the obligations incurred by TTP 
prior to the purchase of Baraville’s interest in TTP. CW advised HS and MK that although a 
member of a limited liability company theoretically had no exposure to the debts of the entity, 
limited liability company statutes were only recently enacted in the U.S. and, as a result, few if 
any of the contours of the limited liability protection set forth in the various legislative 
enactments had been delineated by U.S. courts. 

HS and MK therefore agreed that Bamville’s interest in TTP should be acquired 
by a new wholly owned entity of Silverlight to which Silverlight would contribute the HSBC 
loan proceeds. Silverlight would not pledge the interest in the new entity as collateral for the 
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HSBC loan, which would enable Silverlight to distribute the interest to HS and CS in complete 
redemption of their interests in Silverlight, free and clear of all direct encumbrances. For the 
reasons stated above regarding the lack of settled law determining the reach of the liability 
protection provisions in limited liability company laws, both HS and MK thought that the new 
entity should not take the form of a limited liability company but instead be formed as a 
corporation. HS was especially adamant in this regard, because he was almost entirely 
unfamiliar with the limited liability company form of entity, having rarely utilized one to carry 
on any of his own business enterprises.'®^ After CW received confirmation from HSBC that it 
would agree in principle to make the loan to Silverlight in accordance with the outlines of 
Quellos’ plan, HS, working with CW, commenced to effectuate the structure to accomplish his 
goals and objectives. 

To this end, on August 17, 2001, Silverlight formed TAC as a corporation under 
the Delaware Corporation Law. Approximately a month later, Silverlight borrowed $800 million 
from HSBC and executed a Credit Agreement dated September21, 2001 (the “Credit 
Agreement”) which set forth the terms and conditions applicable to the loan (the “Loan”). The 
Loan was fully recourse to Silverlight. Further, Silverlight did not have any set off rights against 
HSBC relating to other transactions entered into with HSBC by affiliates of Silverlight. Under 
California law, 5161, as the general partner of Silverlight, was liable for the debts of the 
partnership. The limited partners of Silverlight had no liability for the Loan in excess of the 
amounts they had already contributed to Silverlight.”' Further, 5161 executed separate 
reimbursement and indemnity agreements effective as of September 21 , 2001 , with each limited 
partner of Silverlight agreeing (hereunder to reimburse such partner for any payments made 
under the limited and/or contingent guarantee and indemnify it against any loss incurred by it 
arising out of the Loan (collectively the “Indemnity Agreements”).'®' HS believed that the value 
of Silverlight’s assets plus the value of 516rs assets were sufficient to satisfy Silverlight’s 
obligations. 


HS had always operated his businesses in the U.S. through corporations, beginning with Saban Productions, Inc. 
in 1983, and sole proprietorships. The one exception might be FKLLC, although it was jointly owned with Fox 
entities. 

The Silverlight partnership agreement required the general partner, i.e., 5161 to restore to Silverlight any deficit 
in 516rs capital account upon the liquidation of Silverlight. The Silverlight partnership agreement, however, 
did not require a limited partner to restore to the partnership upon its liquidation any negative balance in such 
limited partner’s capital account Further, under state law, if HS, CS, Cassano or the other limited partners had 
ever been reqmred to make a payment to HSBC under their limited and/or contingent guarantees (sec discussion 
of same below), as the case may be, such limited partner would have been subrogated to HSBC’s right to 
recover in full from the partnership. 

The Indemnity Agreements provided in pertinent part, that each of the limited partners of Silverlight was 
entitled to be reimbursed by 5161 for any payments made by such limited partner pursuant to the limited 
guarantee and/or contingent guarantee and to be indemnified against any loss incurred arising out of the Loan. 
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Although Silverlight was the sole borrower, its partners and affiliates provided 
limited and/or contingent guarantees to HSBC.”^ Further, 5161 and TAC each executed an 
unlimited guaranty in favor of HSBC and pledged collateral in support thereof. The collateral of 
5161 consisted of the value of its general partnership interest in Silverlight, all copyrights and 
copyright registrations, license and royalty agreements (except where the assigrunent would be 
prohibited), and all books, records, and writings relating to the foregoing. The collateral of TAC 
consisted of deposit accounts at HSBC, the Custody Account Agreement between TAC and 
HSBC, an HSBC securities account and all property held therein, and all books, records, and 
writings relating to the foregoing. In addition, TAC’s collateral was supplemented after it 
purchased Bamville’s interest in TTP on September 24, 2001, to include the Certificated 
Securities (including the certificate representing the 99% interest in TTP), and the Purchase 
Agreement dated September 24, 2001, between TAC and Bamville. 

On September 1, 2001, Glass Wave, the general partner of Silverlight, dissolved 
and terminated, and its assets were distributed as set forth in Section 13.2 of the Glass Wave 
Partnership Agreement. The partners of Glass Wave agreed that Glass Wave’s interest in 
Silverlight would be distributed in-kind to the partners of Glass Wave. Thus, Glass Wave’s 
Class B general partner interest in Silverlight was distributed to 5161, HS and CS, pro rata in 
accordance with the interests they each had held in Glass Wave. Only 5161, however, became a 
substitute general partner of Silverlight; HS and CS remained limited partners of Silverlight and 
their Class B interests in Silverlight were thus increased. As part of its dissolution and 
termination. Glass Wave also entered into a Contribution Agreement with Silverlight dated 
August 31, 2001, pursuant to which Glass Wave transferred all of its assets and liabilities to 
Silverlight (other than its existing interest in Silverlight) in exchange for an increased interest in 
Silverlight. 


As part of the contributed assets, Glass Wave contributed two secured promissory 
notes issued by Cassano to Glass Wave dated December 29, 1992, and February 5, 1993, 
respectively (together, the “Cassano Notes”), to Silverlight.^°^ The combined principal amount 


“ HSBC required pledges of the Portfolio, the membership interests in TTP, the parmership interests in 
Silverlight, Silvcrlight’s marketable securities and interests in investment partnerships, 5 1 bl’s music library and 
a small amount of additional marketable securities from HS. Although HSBC did not demand a pledge of 
Silverlight's FFWW stock, it required Silverlight to covenant that it would not dispose of that slock as long as 
the Loan was outstanding, unless the stock was sold and the proceeds were used to pay down the Loan. 
Specifically, HS and CS entered into a limited guarantee with respect to the Loan and pledged as collateral the 
value of their partnership interests in Silverlight. The Loan was not recourse to HS or CS personally. Each of 
the other limited partners of Silverlight also provided a limited guarantee to HSBC with iimited recourse only to 
the value of their interests in Silverlight. Further, HS, umand CS provided a contingent guarantee to HSBC 
for the Loan, but only to the extent that the Loan was not paid in full on or before 180 days from September 21, 
2001, and then only to the extent of the difference between the Loan and the proceeds received by HSBC from 
TTP as a result of any termination of a collar transaction and tile sale of any securities held in a custodial 
account at HSBC. 

On December 29, 1992, Cassano had purchased one-half of Glass Wave’s Class A partnership interest in 
Silverlight, which represented a 48.5 percent Class A partnership interest in Silverlight, in exchange for a 
secured promissory note of even date in the principal amount of $9,800,000. Subsequently, on February 5. 
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of the Cassano Notes was $19.6 million. The fair market value of all of the Glass Wave assets 
transferred to Silverlight was $20,276,665. In addition to the Cassano Notes, Glass Wave 
contributed cash and cash equivalents to Silverlight. 

On September 1, 2001, after contributing to Silverlight all of its assets and 
liabilities, Glass Wave held a 66.2285% Class B partnership interest in Silverlight. Id. As a 
consequence of Glass Wave’s termination and dissolution, Silverlight terminated technically for 
U.S. Federal income tax purposes because there was an exchange of 50% or more of the total 
interest in partnership capital and profits. Silverlight did not have a section 754 election in place 
for its tax year beriming January 1, 2001, and ending September 1, 2001.^'^ 

On September 1, 2001, the general partner and limited partners of Silverlight 
executed the Fourth Amended and Restated Limited Partnership Agreement agreeing to continue 
Silverlight. Thus, Silverlight’s ownership structure on September 1 , 2001 , was as follows: 


1993, Cassano purchased the other half of Glass Wave’s Class A partnership interest in Silverlight in exchange 
for a second secured promissory note dated February 5, 1993, in the principal amount of $9,800,000. When 
Glass Wave sold its interests in Silverlight to Cassano, Silverlight did not own any depreciable property. 

Under the terms of the Cassano Notes, the payment of interest was an unconditional obligation of Cassano. 
Interest on the Cassano Note dated December 29, 1992, was payable in arrears on the first business day of 
March, June, September and December; interest on the Cassano Note dated February 5, 1993 was payable in 
arrears on the first day of February, May, August and November. Except for a few late interest payments, all 
interest that was due on the Cassano Notes was paid by Cassano when due. Simultaneous with the execution of 
the secured promissory note of February 5, 1993, Glass Wave and Cassano executed an Amended and Restated 
Security Agreement pursuant to which Cassano granted to Glass Wave a continuing security interest in 
Cassano’s entire 97 percent Class A partnership interest in Silverlight (the “Collateral”). (A form UCC-1 was 
filed evidencing this security interest.) 

Pursuant to the Second Amended and Restated Limited Partnership Agreement of Silverlight effective 
February 5, 1993, Cassano as a 97 percent Class A Partner, was entitled to a preferred return of 10% per year, 
on its capital {as previously defined above, the “Guaranteed Payment”). Silverlight made all payments of the 
Guaranteed Payment to Cassano when due. Except to the extent that Cassano paid interest to Silverlight on the 
December 15, 1997 demand note (which loan was repaid in full, including all accrued unpaid interest, in July of 
2000) and on the Cassano Notes after the Cassano Notes were transferred from Glass Wave to Silverlight on 
August 31, 2001, Cassano never made any transfers to Silverlight. 

Glass Wave did not make any transfer to Cassano of an interest in Silverlight after February 1993. 

Silverlight had previously made a section 754 election effective in 1992. The 754 election had been applicable 
to the purch^e by Cassano of the Class A limited partnership interest in Silverlight from Glass Wave in 1992 
and 1993, causing a basis increase pursuant to section 743(b) with respect to Cassano of approximately 
$18,890,630 for Silverlight’s SEI stock. In August 1997, in a nonrecognition transaction under section 351(a), 
Silverlight exchanged its SEI stock, which had been contributed by Glass Wave to Silverlight in December 
1992, for 2,759,724 shares of FFWW Stock (the “Original Block of Silverlight FFWW Slock”), resulting in a 
basis adjustment with respect to Cassano in the same amount (te., approximately $18,890,630) for the Original 
Block of Silverlight FFWW Stock. 

In 1999, Silverlight revoked the section 754 election previously made and reflected this revocation on its 1999 
U.S, Federal income tax return. 
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Class A Percentage 
100 % 

Class B Percentage 
,6624% 

60.6211% 

33.9377% 

2.2296% 

2.2296% 

.1598% 

.1598% 

HS and CS are calendar year taxpayers, and therefore Silverli^t, after its 
technical termination, was required to adopt the calendar year as its taxable year.^ Silverlight 
did not close its taxable year beginning September 2, 2001, prior to December 31, 2001. 

Silverlight will timely file a valid section 754 election for its short taxable year 
beginning September 2, 2001, and ending December 31, 2001. Silverlight will make the written 
statement described inTreas. Reg, section 1.754-1(6) containing all of the items required by such 
regulation, and will file such statement with its timely filed partnership return for its taxable year 
ending December 31, 2001, within the time set forth in such regulation. 

We understand the Loan was deposited by HSBC to Silverlight’s HSBC account 
on September 21, 2001. Silverlight earned $166,666.67 of interest on the funds in its HSBC 
account for the period from September 21, 2001, to September 24, 2001. Silverlight retained this 
amount for its own business needs. On September 24, 2001, Silverlight transferred the 
$800,000,000 from its HSBC account to TAC’s HSBC account. Silverlight transferred this 
amount to TAC in part as a capital contribution to TAG and in part for the acquisition of a 
debenture issued by TAC. TAC issued its stock to Silverlight on August 17, 2001, and the 
debenture to Silverlight on September 24, 2001. 

The principal amount of the TAC debenture was $67,827,867, having a term of 
twenty years with interest payable quarterly of at least 5.5 percent per annum (the “Debenture”). 
However, no interest was permitted to be paid by TAC until the first quarterly date following 
when the Loan was paid off. The Debenture provided that generally the Holder could make a 
written demand not later than October 1 , 2003, for TAC to pay the Holder a mandatory 


Partner 

Cassano 


5161 

HS 

CS 



^ Section 706(b)(1)(B) provides generally that a partnership must have as its taxable year the same tax year as its 
partners having an aggregate interest in partnership profits and capital of more than 50%. Since HS and CS 
together held more than 90% of Silverlight, Silverlight was required to have the same tax year as HS and CS. 
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prepayment on December 1, 2003, in the amount of $20,000,000. TAC also had the right 
generally after written notice to the Holder, to optionally prepay all or any part of the unpaid 
principal balance of the Debenture without penalty or premium. All prepayments whether 
mandatory or optional were required to be accompanied by accrued interest on the principal 
amount being repaid to the date of such prepayment The Debenture also provided that it was 
only transferable on the Debenture register of TAC. ^ 

Also on September 24, 2001, TAC purchased Bamville’s 99% membership 
interest in TTP for $768,784,235; TAC’s purchase was at arm’s length and the entire purchase 
price was paid in cash. On the same day, CS purchased Euram’s 1% membership interest in TTP 
for $7,765,497.^'*^ Consequently, TTP, which had not elected to be treated as a corporation but 
rather as a partnership (when relevant) for U.S. Federal income tax purposes, experienced a 
technical termination for Federal income tax purposes because there was an exchange of 50% or 
more of the total interest in its capital and profits. TTP, therefore, adopted the taxable year of 
TAC, its member having an aggregate interest in profits and capital of more than 50%. TTP’s 
taxable year became, therefore, the fiscal year ending September 30, 2001.^^ 

TTP did not have a section 754 election in effect when TAC acquired Bamville’s 
99% membership interest. No adjustment was made to the basis of any of the assets held by TTP 
by reason of the technical termination and deemed distribution of the membership interests in the 
new TTP partnership to TAC and CS. 

Contemporaneously with the purchase by TAC of Baraville’s membership 
interests in TTP, TTP entered into an ISDA Master Agreement with HSBC. After the sale of 
Bamville’s interest in TTP to TAC, TTP entered into ten identical transactions (except with 
respect to the expiration dates)^^ which were European options each comprised of a put and call 

Silverlight’s adjusted basis in the Debenture was increased by its basis adjustment for the Original Block of 
Silverlight FFWW stock with respect to Cassano. See footnote 21 above. 

Also on September 24, 2001 . TAC and CS each made a contribution to TTP in the amounts of $3 1 ,208 J73 and 
$315,236, respectively. These amounts were used by TTP to purchase and sell put and call options. See 
discussion below. 

^ TAC had previously adopted the fiscal year ending September 30, 2001, as its initial taxable year. TAC filed 
Form 7004 on or before December 15, 2001, extending the due date of its tax return for its first taxable year 
ending September 30, 2001 . TAC’s U.S. Federal income tax return for its first year ending Scplerriber 30, 2001, 
was filed in June 2002. An amended return for TAC’s first taxable year ending September 30, 2001, to correct 
an error on Schedule L, “Balance Sheets Per Books.” will be filed on or before October 15. 2002. 

We understand that for its fiscal year begirming October 1, 2001, TAC elected S corporation status (see 
footnote 6 above for explanation of S corporations generally) which required TAC to adopt the calendar year as 
its taxable year. See J AC’s Form 2553, “Election by a Small Business Corporation.” Since TAC was TTP’s 
majority member, TTP was also required to adopt the calendar year for its taxable year. 

The ten expiration dates were December 17, 18, 19, 20, 21, 24, 26, 27, 28 and 31, 2001. See Confirmation 
dated October 17, 2001, befw'cen HSBC and TTP (the “Confirmation"). 
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option on the shares of stock making up the Portfolio, with a strike price of $76,886,1 12.13 and 
$83,037,001.10, respectively (the “Collar”). TTP acquired the Collar to hedge its risk ofholding 
the Portfolio (and the Collar was also a prerequisite of HSBC making the Loan to Silverlight) 
while retaining some of the upside potential of its investment. TTP was interested in retaining as 
much profit potential from its equity investments while protecting itself from further erosion of 
this investment. The Collar entered into with HSBC afforded TTP this opportunity. TTP’s net 
cost of the Collar was $3 1 ,523,305.90. 

TTP held the Portfolio and Collar solely for investment purposes; its ownership of 
the Portfolio and its participation in the Collar did not constitute a trade or business. 

On September 28, 2001, pursuant to the HS and CS Agreements for Complete 
Redemption of Limited Partnership Interest in Silverlight (together, the “Complete Redemption 
Agreements”), HS’ and CS’ partnership interests in Silverlight' were completely redeemed in 
exchange for all of the stock in TAC (“TAC Stock”). HS received 32.76 shares of TAC Stock 
and CS received 17.24 shares of TAC Stock. Silverlight did not make any cash payments to HS 
or CS as part of their redemption. 

The Complete Redemption Agreements provided, among other things, for a 
true-up between HS and Silverlight, and between CS and Silverlight, in the event that the fair 
market value of the shares of TAC Stock (“Share Value”) was not equal to the fair market value 
of HS and CS respective interest in Silverlight (“Redemption Value”), in the form of a payment 
to be made no later than: (i) the later of seven days after the determination of the Share Value, or 
(ii) December 31, 2001 (the “Equalization Payment”). As of the close of business on 
September 21, 2001, HS’ and CS’ Redemption Values were $454,444,206 and $238,986,443, 
respectively. On December 31, 2001, HS and CS each made an Equalization Payment, plus 
intCTest, in the total amount of $18,719,279 and $10,018,195, respectively. For purposes of the 
opinions rendered hereunder, MK has represented to us that the Equalization Payments are 
properly treated for U.S. Federal income tax purposes as payments by HS and CS to Silverlight 
for the purchase of a portion of TAC Stock.^*' 

Also, on September 28, 2001, Silverlight distributed the Debenture to Cassano 
pursuant to the Agreement for Complete Redemption of Limited Partnership Interest executed 
between Silverlight and Cassano (the “Cassano Redemption Agreement.”) (These three 
distnbutions (but not the Equalization Payments) in complete redemption of HS’, CS’ and 


HS and CS had acquired their interests in Silverlight in nonrecognition transactions in the form of partnership 
distributions from Glass Wave, Merlot Investments (“Merlor) and Quartz Enterprises, L.P. (“Quartz”). In 
August 2000, Merlot and Quartz each made a transfer of all of its assets and liabilities to Silverlight in an 
exchange described in section 721, and as part of the same plan, Merlot and Quartz liquidated and distributed 
their interests in Silverlight to their partners. At the time HS and CS acquired their interests in Silverlight, 
Silverlight did not own any depreciable property. 

We note that we have not been asked nor have we independently undertaken an analysis of the proper treatment 
of the Equalization Payment for U.S. Federal income tax purposes. 
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Cassano’s Silverlight limited partnership interests are collectively referred to herein as the “TAC 
Transfers.”) 

The Cassano Redemption Agreement provided that in consideration of the 
complete liquidation of Cassano’s interest in Silverlight, Silverlight was transferring the 
Debenture in the principal amount of $67,827,867. The fair market value of Cassano’s interest 
was determined to be $67,370,534. The difference between the principal amount of the 
Debenture and the value of Cassano’s interest was paid to Cassano as a payment in respect of the 
Guaranteed Payment to which Cassano was entitled as a Class A limited partner of Silverlight. 
Cassano acknowledged that payments on the Debenture were subordinated and could not be 
made in any amount until the Loan was paid in full. 

Pursuant to the Complete Redemption Agreements and the Cassano Redemption 
Agreement (collectively, the “Redemption Agreements”), the entire interests of HS, CS and 
Cassano in Silverlight were terminated, and thus, HS, CS and Cassano were no longer partners of 
Silverhght. The Redemption Agreements also provided that HS, CS, and Cassano were released 
from all liabilities in connection with their membership in Silverlight. None of the TAC 
Transfers were subject to the Loan. The TAC Transfers were the only distributions made by 
Silverlight to HS. CS and Cassano in complete liquidation of their partnership interests. 

Silverlight made the TAC Transfers to accomplish several goals. First, it afforded 
HS and CS the opportunity to diversify their investments and invest in the stock market, and in 
particular the technology sector, through an entity which would provide liability protection. 
Second, it effected a division of the assets of Silverlight, thereby insulating the limited partners 
other than HS and CS from market risks associated with TAC’s ownership interest in TTP and 
preserving Silverlight’s diversified long-term growth asset base for the primary benefit of the 
Trusts and Custodianships. Third, it effected a severance of HS’ and CS’ interests in Silverlight 
from the other limited partners, thereby avoiding inevitable future conflicts between the Trusts 
and Custodianships, on the one hand, and HS and CS. on the other, that would inevitably arise in 
making specific investment decisions for the deployment of Silverlight’s assets once its FFWW 
stock was ultimately sold. Fourth, by fully redeeming out Cassano with the Debenture, it 
protected Cassano from substantially increased risk it would suffer with respect to the 
Guaranteed Payment by reason of the substantial contraction of the assets ultimately available to 
satisfy that payment that would occur as a result of the encumbrances created by the Loan. Fifth, 
the distribution of the Debenture to Cassano supported HS’ and CS’ family estate planning 
objectives in that future appreciation in Silverlight would inure only to the benefit of HS’ and 
CS’ children. 


At the time of the TAC Transfers, all of Silverlight’s assets consisted of money, 
stock in corporations, notes, bonds, debentures or other evidences of indebtedness, interest rate, 
currency, or equity notional principal contracts, foreign currencies, interests in or derivafrve 
financial instmments (collectively “Investment Assets”) and interests in partnerships.^^^ 

One day prior to the TAC Transfers, Silverlight transferred the Cassano Notes to 5161. 


KS-00001244 



Saban Capital Group, Inc. 
October 14, 2002 
Page 20 


2674 


Sryan Cave LLP 


Silverlight never held 20% or more of the total profits and capital interests of any partnership, 
and it never actively or substantially participated in the management of any partnership in which 
it had an interest Further, none of HS, CS or Cassano ever contributed any property to 
Silverlight Furthermore, all of the property contributed by Merlot, Quartz and Glass Wave to 
Silverlight consisted of Investment Assets and of interests in partnerships. To the extent, 
however, that Merlot or Quartz ever contributed to Silverli^t an interest in a partnership neither 
Merlot or Quartz actively or substantially participated in the management of the partnership nor 
did they ever hold 20% or more of the total profits and capital interests. 

REPRESENTATIONS 

In rendering this Opinion, we have relied on the representations from the 
individuals and entities listed below and attached as Schedule A. 

1 . Matthew G. Krane, as counsel to Silverlight, Haim Saban, Cheryl Saban, 
TAC, and as Trustee of the Trusts. 

2. Haim Saban, individually. 

3. Cheryl Saban, individually. 

4. Chuck Wilk, as a principal of Quellos. 

5. Haim Saban, as former general partner of Glass Wave. 

6. Thomas Glen Leo, partner of the law firm of Akin, Gump, Strauss, Hauer 
& Feld, L.L.P., as counsel to Silverlight. 

7. A. Nicholson, as Director of Bamville (representations supplied to TAC). 

8. John Staddon, as Director of Euram (representations supplied to CS). 

9. Haim Saban, as President of TAC. 

10. Haim Saban, as President of TAC, managing member of TTP. 

DOCUMENTATION REVIEWED BY US 


In coimection with the preparation of this Opinion, 
documents contained in the attached Schedule B. 


■we have reviewed the 


KS-00001245 



Saban Capital Group, Inc. 
October 14, 2002 
Page 21 


2675 


Bp/an Cave ILP 


LEGAL ANALYSIS OF MATERIAJL 
UNITED STATES FEDERAL INCOME TAX ISSUES 

1. GAIN OR LOSS TO SBLVERLIGHT ON THE TAG TRANSFERS. 

Section 736 addresses paymoils^" made by a partnership in liquidation of a 
partner’s entire interest in the partnership. See also section 761(d) (the tenn “liquidation of a 
partner’s interest” means the complete termination of the partner’s entire interest by a 
distribution or series of distributions by the partnership). Under section liS, payments made to a 
withdrawing partner are generally classified into three categories; (1) payments in consideration 
for the withdrawing partner’s interest in partnership assets (section 736(b)); (2) a distributive 
share of partnership income (section 736(a)(1)); or (3) a guaranteed payment (section 736(a)(2)). 

Section 736(b)(1) specifically provides that payments made in liquidation of the 
interest of a withdrawing partner are treated as partnership distributions if made in exchange for 
the partner’s interest in partnership property.’" Thus, payments that are in exchange for the 
withdrawing partner’s interest in partnership property are considered to be distributions by the 
partnership, not distributive shares or guaranteed payments. For purposes of section 736(b), the 
value of a withdrawing partner’s interest in partnership property is its gross value unreduced by 
the partner’s share of partnership liabilities. Treas. Reg. section 1 .736-l(b)(l). This reflects the 
fact that a partner whose interest is liquidated is treated under section 752(b) as having received a 
cash distribution equal to the share of partnership liabilities of which he is relieved upon 
withdrawal. Under Treas. Reg. section 1.736-l(bXl), the valuation placed by the partners upon 
a partner’s interest in partnership property in an arm’s length agreement will be regarded as 
correct. 


Although section 736 classifies the payments from a partnership to a withdrawing 
partner, it does not determine the tax consequences that follow from that classification. Once the 
classification of liquidating payments is made, other provisions of subchapter K determine the 


Section 736 applies by its icnns to “payments,” which arguably could be read to mean that only cash payments 
and not distributions of other property are subject to section 736 (only cash payments are used as examples in 
the section 736 regulations). However, nothing specifically limits the application of section 736 to cash 
payments. The section 736 regulations as originally proposed specifically provided that section 736 applied 
only to cash payments and not to property distributions. Prop. Reg. section 1.736-l(a)(2), 20 Fed. Reg. 5854, 
5871 (Aug 12, 1955). However, the final regulations deleted the language limiting the application of 
section 736 to cash payments which thus provides at least an inference that section 736 applies to property 
distributions. For purposes of this Opinion, we have assumed that section 736 applies to distributions of 
property in liquidation of a partner’s interest in a partnership. 

Section 736(b)(2) and section 736(b)(3) (which limits the application of section 736(b)(2)) provide in effect that 
payments for unrealized receivables and for goodwill made to a withdrawing general partner from a partnership 
for which capital is nor a material income-producing factor (basically a service partnership) are not treated as 
payments for property. Instead such payments are considered section 736(a)(1) or (a)(2) payunents, as 
appropriate. Inasmuch as the distributions made to HS, CS and Cassano were made to withdrawing limUed 
partners, and capital was a material income-producing factor for Silverlight, section 736(b)(2) should not apply. 
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tax consequences of those payments. Treas. Reg. section 1.736‘l(a)(2) provides that the 
“amounts p^d for [the withdrawing partner's] interest in assets are treated in the same manner as 
a distribution in complete liquidation under sections 731, 732, and where applicable, 751 See 
also Treas. Reg. section 1.736-l(b)(l) (gain or loss with respect to distributions under 
section 736(b) will be recognized to the distributee to the extent provided in section 731 and, 
where applicable, section 751). 

Under section 731(b), a partnership generally does not recognize any gain or loss 
in connection with a distribution in liquidation of a partner’s interest in partnership property. 
However, recognized gain or loss may result to the partnership fix>m certain distributions which 
under section 751(b) must be treated as a sale or exchange of property between the distributee 
partner and the partnership. Treas. Reg. section 1.731-l(b). Specifically, section 751(b) 
provides that to the extent a partner receives a distribution from a partnership of (1) 
section 751(b) property in exchange for relinquishing all or part of his interest in the 
partnership’s non-section 751 property; or (2) non-section 751(b) property in exchange for 
relinquishing all or part of his interest in the partnership’s section 75! property, the transaction is 
treated as a sale or exchange of such property between the distributee partner and the partnership 
(which generally will ^ve rise to ordinary income). Section 75 1 (b) property refers to unrealized 
receivables and substantially appreciated inventory of the partnership. The term “unrealized 
receivables” includes amounts previously unrecognized as income received for any payment 
rights (contractual or otherwise) for goods delivered, or to be delivered to the extent the proceeds 
therefrom would not generate a capital gain or loss, and for services rendered or to be rendered. 
Other categories of unrealized receivables include items of property, the sale of which produce 
ordinary income, in whole or in part, as a result of specific recapture or recharacterization 
sections of the Code. Section 751(c). The term “inventory items” is defined broadly under 
section 751(d) and includes four categories of property that, if sold, will produce ordinary 
income rather than capital gain. Inventory items include (1) properly described in 
section 1221 (a)(1); (2) property which is property other than a capital asset or property described 
in section 1231 ; (3) section 1246 property (foreign investment company stock); and (4) any other 
property held by the partnership which, if held by the distributee partner, would be considered 
the type of property described in categories one through three, above. 

A. SILVERLIGHT DID NOT RECOGNIZE ANY INCOME 

OR GAIN AS A RESULT OF THE TAC TRANSFERS. 

1. The TAC Transfers constituted distributions 
of property from a partnership to its partners. 

In the instant case, under section 736(b), the TAC Transfers on September 28, 
2001, constituted partnerehip distributions by Silverlight to HS, CS and Cassano in liquidation of 
their interests in partnership property. In accordance with sections 736 and 761(d), the TAC 
Transfers were made to HS, CS and Cassano in complete liquidation of their respective interests 
in Silverlight. See also Treas. Reg. section 1. 761-1 (d). Under the Redemption Agreements, the 
TAC Transfers were made in “full and complete consideration of the complete liquidation and 
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redemption” of the interests of HS, CS and Cassano in Silverlight. See section 1.1 of the 
Redemption Agreements. Thus, under Treas. Reg. section 1.736-l(b), the TAC Transfers 
constituted payments for HS’, CS’, and Cassano’s respective interests in the “partnership 
property” of Silverlight^^ 

2. No part of the TAC Transfers is considered 

a sale or exchange of property between Silveriight 
and any of its partners under section 751{bXl)- 

As discussed above, no gain or loss is recognized by a partnership on a 
distribution of property to a partner, except to the extent required by section 751 (b). See Treas. 
Reg. section 1.731-l(b). Under section 751(b)(1)(A), no part of the TAC Transfers made to HS, 
CS, and Cassano constituted an unrealized receivable or inventory for purposes of section 75 1 (c) 
or (d), respectively. Rather, the TAC Stock and Debenture all constituted capital assets. 
Furthermore, under section 751(b)(1)(B), no part of the remaining assets in Silverlight, including 
the FFWW stock and the rights under the Disney Agreement and the Fox Option Exercise, 
constituted an unrealized receivable or inventory. We understand that any right of Silverlight to 
payment under either the Disney Agreement or the Fox Option Exercise was a right to payment 
in exchange for the FFWW stock, a capital asset in Silverlight’s hands. Thus, all the proceeds 
from the sale of FFWW stock by Silverlight would have constituted amounts received from the 
sale or exchange of a capital asset. Consequently, none of Silverlight’s rights under either the 
Disney Agreement or the Fox Option Exercise constituted an unrealized receivable or inventory 
for purposes of section 751, 

Accordingly, when Silverlight distributed the TAC Slock to HS and CS, and the 
Debenture to Cassano in complete redemption of their limited partnership interests, no gain or 
loss should be recognized as a result of these distributions. 

II. GAIN OR LOSS TO HS, CS ANB-CASSANO ON THE TAC TRANSFERS. 

Under section 73 1(a)(1), gain is not recognized by a partner upon a distribution by 
a partnership except to the extent that any money distributed exceeds the adjusted basis of such 
partner’s interest in the partnership immediately before the distribution. Loss is not recognized 
by a partner under section 731(a)(2) in a distribution by a partnership, except to the extent that it 
is a distribution in liquidation of a partner’s interest where no property other than money and 
unrealized receivables or inventory is distributed, and the basis of the partner’s interest in the 
partnership is greater than the sum of such assets received in distribution. 


In this connection, it should be noted that the Cassano Rcden^tion Agreement provides that the portion of the 
Debenture which is equal to the fair market value of Cassano’s interest in Silverlight, is paid to Cassano in 
exchange for all of its interest in “partnership property” under section 736(b)(1). The remaining portion of the 
Debenture is payment in respect of the accrued Guaranteed Payment and is, therefore, treated as a payment 
under section 736(3)(2). See Cassano Redemption Agreement, section 2.3(c). For purposes of this Opinion, 
references to the Debenture or to the TAC Transfers, which term includes the Debenture, are to the Debenture 
to the extent its distribution is in exchange for Cassano’s interest in Silveriight property under section 736(b)(1). 
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For purposes of section 731(aXlX term ‘‘money” includes “maiketabie 
s^urities,” wliich in turn means (for purposes of this section of the Code) financial instruments 
and foreign currencies that are actively traded. See section 731(c). The term financial 
instruments” includes stocks and other equity interests, evidences of indebtedness, options, 
forward or futures contracts, notional principal contracts, and derivafives. Section 731(c)(2)(C). 
The term “actively traded” for purposes of this section has the meaning given to it in 
section 1092(d)(1). In that regard, Treas. Reg. section I.1092(d)-1 provides, in relevant part, that 
the term includes securities traded on a national securities exchange. An example provided in 
Treas. Reg. section 1.731-2(c)(2) with respect to the definition of actively traded suggests that 
common stock listed on a national exchange would fall within the definitional purview of 
“actively .traded,” despite having a temporal restriction in place at the time of distribution. 

The tenn “marketable securities,” in pertinent part, also includes any interest in an 
entity if substantially all of the assets of the such entity consist (directly or indirectly) of 
marketable securities, money, or both. Section 731(c)(2)(B)(v). According to Treas. Reg. 
section 1.731-2(c)(3)(i): 

For purposes of section 731 (c)(2)(B)(v) and this section, 
substantially all of the assets of an entity consist (directly or 
indirectly) of marketable securities, money, or both only if 90% or 
more of the assets of the entity (by value) at the time of the 
distribution of an interest in the entity consist (directly or 
indirectly) of marketable securities, money, or both. 

The foregoing above-described rules do not apply, however, where the 
distributing partnership is an “investment partnership” and the partner which receives the 
distribution is an “eligible partner” thereof. In general, an “investment partnership” includes any 
partnership which has never been engaged in a trade or business and substantially all the assets 
(by value) of which have always consisted of money, stock in a corporation, notes, bonds, 
debentures, or other evidences of indebtedness, interest rate, currency, or equity notional 
principal contracts, foreign currencies, interests in derivative financial instruments (including 
options, forward or futures contracts, short positions and similar financial instruments), or in any 
commodity traded on or subject to the rules of a board of trade or commodity exchange (referred 
to here as “Investment Assets”). Section 731(c)(3)(C)(i)(I)'(VI). A partnership is not treated as 
being engaged in a trade or business by reason of any activity undertaken as an investor, trader or 
dealer in such specified Investment Assets. Section 73 l(c)(3)(C)(ii)(I). In addition, the 
Regulations provide that a partnership is not treated as being engaged in a trade or business by 
reason of (1) reasonable and customary management services provided to a lower-tier investment 
partnership, or (2) reasonable and customary services provided in assisting the formation, 
capitalization, expansion or offering of interests in an entity in which the partnership holds or 
acquires a significant equity interest, provided that the anticipated receipt of compensation for 
the services does not represent a significant purpose for the partnership’s investment in the entity 
and is incidental to the investment in the entity. Treas. Reg. section 1.731-2(e)(3)(ii) and (iii). 
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Under section 731 (c)(3)(C)(iv), a look-through rule is provided with respect to 
partnership interests under which a partnership is treated as holding a proportionate share of the 
assets of any lower-tier partnership and as engaging in any trade or business conducted by a 
lower-tier partnership. Similarly, a partner who contributes a partnership interest to another 
partnership is treated as contributing a proportionate share of the assets of the other partnership. 
Section 731(c)(3)(C){iv){II). However, the Regulations limit the look-through rule and provide 
that the rale will not apply if the upper-tier partnership does not participate in the management of 
the lower-tier partnership and the interest held by the upper-tier partnership is less than 20% of 
the total profits and capital interests in the lower-tier partnership. Treas. Reg. section 1.731- 
2(e)(4). If the look-through rule does not apply to a partnership interest, then that partnership 
interest is treated as if it were an Investment Asset (i.e., it may be held by an investment 
partnership). Section 731(c)(3)(C)(iv) (flush language). 

The term “eligible partner” means any partner who, prior to the distribution, only 
contributed Investment Assets permitted to be held by an investment partnership, as described 
above. Section 731 (c)(3)(C)(iii). However, a transferee in a nonrecognition transaction 
involving the transfer of any portion of an interest of a partner (the transferor) which was not an 
eligible partner is not treated as an eligible partner. Section 73 1 (c)(3)(C)(iii)(II). 

Thus, if marketable securities are distributed by an investment partnership to an 
eligible partner (as those italicized words are defined for section 73 1 purposes), the marketable 
securities will not be treated as money, and the partner will not recognize gain on the 
distribution. 

A. NO GAIN WAS RECOGNIZED BV ANY PARTNER 
OF SILVERLIGHT, UNDER SECTION 731 (a)(1), AS 
A RESULT OF THE TAC TRANSFERS. 

1. The TAC Transfers did not constitute a 

distribution of money under section 731(c)(1). 

a. At the time of the TAC Transfers, Silverlight 
qualified as an investment partnership. 

In the instant situation, the TAC Transfers did not constitute a distribution of 
money under section 731(c)(1). Silverlight did not make any actual cash payments to any of the 
redeeming partners in the TAC Transfers; further, the Loan, a liability of Silverlight at the time 
of the TAC Transfers, was allocable to 5161 (the general partner) under Treas. Reg. 
section 1.752-2, and thus since none of HS, CS or Cassano had any economic risk of loss for any 
amounts due under it, Silverlight should not be treated as distributing any money to HS, CS or 
Cassano under section 752(b) as well. 
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Silverlight is currently and has always constituted an investment partnership, as 
that term is defined in sechon731(c)(3)(C)(i).“ We farther understand that Silverlight has 
never engaged in a trade or business for purposes of section 731 (c)(3)(C)(i) and has never 
engaged in any activity other than those related to buying, holding and selling its assets for 
investment purposes. In that connection, Silverlight’s activities or services with respect to its 
investments complied with the activities and services described in Treas. Reg. section 1.731- 
2(e)(3). 


In addition, with respect to the partnership tier look-through roles, it is our 
understanding that Silverlight never actively and substantially participated in the management of 
any partnership in which it owned an interest We understand further that Silverlight never held 
20% or more of the total profits and capital interests of any partnership. Thus, under 
section 731 (cX3)(C)(iv)(I) and Treas. Reg. section 1.731 -2(e)(4), Silverlight should not be 
treated as engaged in the trade or business of any partnership in which it owned an interest. 
Rather, pursuant to the flush language of section 731(c)(3)(C)(!v), the partnership interests held 
by Silverlight should be treated as if they were Investment Assets described in 
section 731(o)(3)(C)(i). Accordingly, at the time of the TAG Transfers, Silverlight qualified as 
an investment partnership. 

2. At the time of the TAG Transfers, each of HS, 

CS and Cassano qualified as an eligible partner of Silverlight 

None of HS, GS or Gassano ever contributed any property to Silverlight. Thus, 
HS, CS and Gassano meet the definition of “eligible partner.” In addition, the exception to the 
definition of “eligible partner,” regarding transferors and transferees in nonrecognition 
transactions, should not apply since: (1) in every notuecognition transaction in which HS or CS 
was a transferee of an interest in Silverlight, the transferor of that interest was an eligible partner 
of Silverlight,^^^ and (2) Cassano was never a transferor or transferee in a nonrecognition 
transaction. See section 731(c)(3)(C)(iii)(II). 


“ Although the property distributed by Silverlight to HS and CS constituted securities, such securities are not 
actively traded and thus should not be treated as maitcelable securities under section 731. Furthermore, if the 
“look-through” rule (described above) were to apply to the distribution by Silverlight such that the distribution of 
the stock ofTAC would require an analysis of its interests (ic., 99% of TTP), which in turn would require an 
analysis of the assets held by TTP ii.e., publicly traded securities), Silverlight could be viewed as having 
distributed marketable securities (z.e., money), to HS and CS, in such case, the exception for distributions by an 
investment partnership should apply. 

These noniecognition transactions include: (1) the distribution on August I, 2000, of Quartz’ interest in 
Silverlight to the partners of Quartz, including HS, pursuant to the complete liquidation of Quartz, see 
Agreement of Dissolution of Quartz Enterprises L.P., rlated August 1, 2000, section 4; (2) the distribution on 
August 1 , 2000, of Merlot’s interest in Silverlight to HS and CS pursuant to the complete liquidation of Merlot, 
sec Agreement of Dissolution of Merlot Investments, dated August 1, 2000, section 4; and (3) the distribution 
on August 31, 2001, of Glass Wave’s interest in Silverlight to die partners of Glass Wave, including HS and 
CS, in complete liquidation of Glass Wave, sec Agreement of Dissolution of Glass Wave Enterprises, L.P., 
dated August 31, 2001, section 4. 
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Since Silverlight qualified as investment partnership and each of HS, CS and 
Cassano qualified as an eligible partner, the TAC Transfers should not constitute a distribution of 
marketable securities (i.e., money) imder section 731(c)(1). 

B. NONE OF HS, CS OR CASSANO WILL BE TREATED 

AS RECOGNIZING GAIN UNDER SECTION 704(c)(l)(B)(i) 

AS A RESULT OF THE TAC TRANSFERS. 

Under current section 704(c)(1)(B), where a partner has contributed property to a 
partnership and the partnership distributes the property to another partner within seven years of 
the contribution, the contributing partner will be required to recognize gain or loss in an amount 
equal to the gain or loss that would have been allocated to the contributing partner if the property 
had been sold for its fair market value at the time of the distribution. Treas. Reg. section 
1.704(a)(3) provides that property is “section 704(c) property” if, at the time of the contribution, 
its book value differs from the contributing partner’s adjusted tax basis. The regulation further 
provides that for purposes of this section, book value is equal to fair market value at the time of 
contribution and is subsequently adjusted for cost recovery and other events that affect the basis 
of the property. 

Silverlight acquired both the TAC Stock and the Debenture from TAC in an 
original issue. Thus, neither the Debenture nor the TAC Stock was contributed by any partner to 
Silverlight and section 704(c)(l)(B)(i) should, therefore, not be applicable to the TAC Transfers. 

C. NONE OF HS, CS OR CASSANO WILL BE TREATED 
AS RECOGNIZING GAIN UNDER SECTION 737(a) 

AS A RESULT OF THE TAC TRANSFERS. 

Under current section 737(a), a partner who has contributed section 704(c) 
property and who receives a distribution of property within seven years^*^ is required to 


In each of these nonrecognition transactions, the transferor was an “eligible partner.” First, we understand that 
all the property contributed by Mcrlot, Quartz and Glass Wave to Silverlight consisted of the items set forth in 
section 731(c)(3XC)(i)(I) through {VI), except for interests in partnerships contributed by Merlot and Quartz, 
see Merlot and Quartz Contribution Agreement dated August 1, 2000; Glass Wave Contribution Agreement 
dated August 31, 2001. Second, as to the contributed interests in partnerships. Merlot and Quartz never 
contributed an interest in a partnership of which they actively and substantially |Mrticipated in the management 
and never held 20 percent or more of the total profits and capital interests in any partnership. Thus, all the 
interests in partnerships contributed by Merlot and Quartz should be treated as items specified in 
section 731 (c)(3)(C)(i) by reason of Treas. Reg. section 1.731 -2(e)(4), and consequently, these transferoi^ 
should be treated as “eligible partners.” 

The Taxpayer Relief Act of 1997 increased the period to which section 704(c)(1)(B) applies from five to seven 
years. This change applies, however, only to property contrilmted after June 8, 1997. 

^ As with section 704(c)(1)(B), the Taxpayer Relief Act of 1997 increased the period to which section 737 applies 
from five to seven years. This change applies, however, only to property contributed after June 8, 1997. 
Property contributed prior to that date continues to be subject to the five-year period. See H.R. Conf. Rep. No. 
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recognize gain in an amount equal to the lesser of (1) the excess of the fair market value of the 
distributed property over the adjusted basis of the distributee’s partnership interest or (2) the “net 
precontribntion gain” of the partner. “Net precontribution gain” is defined by section 737(b) and 
Treas. Reg. section 1.737-l(c)(l) as the net gain, if any, that the distributee partner would have 
recognized under section 704(c)(1)(B) and Treas. Reg. section 1.704-4 if, all section 704(c) 
property contributed by the distributee partner within seven years of the distribution and still held 
by the partnership were distributed to another partner. Gain recognized under section 737 is in 
addition to any gain recognized under section 731. Treas. Reg. section 1.737-1 (a)(1). In 
addition, the Regulations provide that the transferee of all or part of a contributing partner’s 
interest succeeds to the transferor’s net precontribution gain, if any, in an amount proportionate 
to the interest transferred. Treas. Reg. section 1.737-l(c)(2Xui). Furthermore, property received 
by a partnership in exchange for contributed property in a nonrecognition transaction is treated as 
contributed property to the extent it was treated as section 704(c) property under Treas. Reg. 
section 1.704-3(a)(8) (which discusses the disposition of section 704(c) property in a 
nonrecognition transaction in the context of section 704(c)). See Treas. Reg. section 1.737- 
2(d)(3). 


Section 737 does not apply to a transfer by a partnership of all its assets and 
liabilities to a second partnership in complete liquidation of the transferor partnership. Treas. 
Reg. sections 1 .737-2(a) and (b)(1). However, a subsequent distribution of section 704(c) 
property by the transferee partnership will be subject to section 737(a) to the same extent that a 
distribution by the transferor partnership would have been subject to section 704(c)(1)(B). See 
Treas. Reg. section 1.737-2(b)(3) and Treas. Reg. section 1.704-4(c)(4). In the instant case, the 
net precontribution gain of HS and CS with respect to Silverlight at the time of the TAG 
Transfers was zero. Neither HS nor CS ever contributed any property to Silverlight. As a result 
of the transfer of a portion of Glass Wave’s interest in Silverlight to HS and CS, HS and CS 
succeeded to Glass Wave’s net precontribution gain, if any, under Treas. Reg. section 1.737- 
1 (c)(2)(iii), at the time of the TAG Transfers. Silverlight did not hold, immediately before the 
TAC Transfers, any section 704(c) property that was contributed by Glass Wave and that would 
be subject to section 737. Glass Wave contributed to Silverlight only the SEI stock, the Cassano 
Notes, cash and cash equivalents. Silverlight exchanged the SEI stock in August 1997 for the 
Original Block of Silverlight FFWW Stock and it transferred the Cassano Notes to 5161 on 
September 27, 2001. The assets contributed to Silverlight by Glass Wave, other than the FFWW 
stock, did not constitute section 704(c) property. 

Under Treas. Reg. section 1 .737-2(d)(3), the Original Block of Silverlight FFWW 
Stock, received by Silverlight in a section 351 nonrecognition transaction, would be treated as 
contributed property with respect to Glass Wave, but only to the extent that the property was 
treated as section 704(c) property when held by Glass Wave and otherwise subject to section 
737. Silverlight’s SEI stock was contributed by Glass Wave to Silverlight in December 1992, 


105-220, at 594-595 (1997). To the extent the discussion above relates to property contributed prior to June 9, 
1 997, such property should be subject to the five-year period (and not the seven-year period). 
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more than seven years prior to the distribution of the TAC Stock and thus Treas. Reg. 
section 1 .737-2(d){3) should not apply to the Orignal Block of Silverlight FFWW Stock. 

HS and CS also did not succeed to any net precontribution gain as a result of the 
transfers from Meiiot and Quartz to them of thar respective interests in Silverlight In August 
2000, Merlot and Quartz each made a transfer of all of their assets and liabilities to Silverlight in 
an exchange described in section 721, followed by a distribution of their interests in Silverli^t 
to their partners in complete liquidation. As discussed above, under Treas. Reg. section 1.737- 
2(bX3) and Treas. Reg. section 1.704-4(cX4), a subsequent distribution by Silverlight, the 
transferee partnership, to its partners of any of the property contributed by Merlot or Quartz is 
subject to section 704{cXl)(B) to the same extent that a distribution by Merlot or Quartz, 
respectively, would have been subject to section 704(cXl)(B). Merlot and Quartz did not 
contribute any property to Silverlight other than FFWW stock, other Investment Assets, and 
interests in partnerships. As to the FFWW stock, Merlot and Quartz each received their FFWW 
stock in exchange for their SEI stock in a section 35 1 noruecognition transaction; and had 
received their SEI stock as a contribution in December 1993, more than seven years prior to the 
TAC Transfers. See Treas. Reg. section 1.704-4(dXl). Thus, Merlot’s and Quartz’ FFWW 
stock should not be treated for purposes of section 737 as contributed within seven years of the 
TAC Transfers. In addition, none of the other properties contributed by Merlot and Quartz to 
Silverlight were contributed to Merlot or Quartz, and such properties were acquired by Merlot 
and Quartz at a tax basis equal to their value. Accordingly, no gain would have been recognized 
by any partner of Merlot or Quartz under section 704(cXlXB) had either of them distributed any 
of their properties to another of their partners at the time of the TAC Transfers. Since a 
distribution by Merlot and Quartz would not have been subject to section 737, a subsequent 
distribution by Silverlight of the other properties contributed by Merlot and Quartz would also 
not be subject to section 737. See Treas. Reg. section 1.737-2(bX3) and Treas. Reg. 
section 1.704-4(c)(4). 

Cassano also did not have any net precontribution gain with respect to Silverlight 
at the time of the TAC Transfers. First, Cassano never transferred any property to Silverlight. 
Second, we understand that Glass Wave, which sold its interest in Silverlight to Cassano in 1992 
and 1993, did not make any transfers of partnership interests after February 1993, more than 
seven years prior to the TAC Transfers. Thus, none of the net precontribulion gain that Cassano 
succeeded to under Treas. Reg. section 1.737-l(cX2Xiii) arose from property contributed to 
Silverlight within seven years of the TAC Transfers. 

Accordingly, there was no precontribution gain with respect to Silverlight at the 
time of the TAC Transfers, and none of HS, CS, and Cassano will be subject to section 737(a) 
with respect to the TAC Transfers. 

III. ADJUSTMENT TO THE BASIS OF SILVERLIGHT’S ASSETS. 

Section 734(b) provides, generally, the rules for the adjustment to the basis of 
partnership property where there has been a distribution of partnership property to a partner. The 
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adjustment under section 734(b) is allocated among the remaining partnership property pursuant 
to section 755. 


The basis of partnership property is not adjusted as a result of a distribution of 
property to a partner unless a section 754 election is in effect with respect to the partnership. See 
section 734(a). If, however, a section 754 election is in effect, upon a distribution the partnership 
is required to increase or decrease, as the case may be, the adjusted basis of its remaining 
partnership property under certain circumstances. See section 734(b). A partnership increases 
the adjusted basis of its partnership property in the case of a distribution where section 732(a)(2) 
(distributions other than in liquidation) or 732(b) (distributions in liquidation) applies, by: 

[T]he excess of the adjusted basis of the distributed property to the 
partnership immediately before the distribution . . . over the basis 
of the distributed property to the distributee, as determined under 
section 732. 

Section 734(b)(1)(B). 

A section 754 election, once made, applies to all subsequent distributions unless 
the election is revoked. Trees. Reg. section 1.754-l(a) specifically provides, “if a valid election 
has been made under section 754 and this section for a preceding taxable year and not revoked 
pursuant to paragraph (c) of this section , a new election is not required to be made.” The 
election is made by the partnership’s filing a written statement”^ with its timely filed tax return 
(including extensions) for the taxable year in which the election is to first apply. See Treas. Reg. 
section 1.754-l(b). 

In general, a revocation of a section 754 election is permissible only with the 
consent of the Service. The Regulations require that the partnership file an application setting 
forth the grounds on which revocation is desired. TreaS. Reg. section 1.754-l(c)(l). The 
application must be filed within 30 days after the close of the partnership taxable year for which 
the revocation is to apply. 

However, a special rale is provided in Treas. Reg. section 1.754-l(c)(2) which 
allows any partnership with a section 754 election in effect for a tax year including 
December 15, 1999, to revoke the election (without reason or explanation) for all post- 
December 14, 1999, transfers or distributions by attaching a statement to its partnership return 
for that tax year. The return must be filed on or before the due date (including extensions) for 
the year’s return. The statement must include the name and address of the partnership, contain a 
declaration of the revocation of the section 754 election and be signed by a partner who is 


The statement must set forth the name and address of the partnership, be signed by any one of the partners, and 
contain a declaration that the partnership elects to apply the provisions of sections 734(b) and 743(b). Treas. 
Reg. section 1.754-I(b). 
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authorized to sign the partnership tax return. In addition, the return itself must prominently state 
on the first page of the return: “Return Filed Pursuant to § 1.754-l(c)(2).” 

A. SILVERLIGHT IS REQUIRED UNDER SECTION 734(b)(1)(B) TO 
INCREASE THE ADJUSTED BASIS OF ITS UNDISTRIBUTED 
PROPERTIES AS A RESULT OF THE TAC TRANSFERS. 

Silverlight was a validly formed partnership under California law at the time of 
the TAC Transfers and had been operating as an investment partnership since its inception, and 
engaged in frequent and substantial investment transactions for approximately six years prior to 
the TAC Transfers. Silverlight should, thus, be treated as a partnership for U.S. Federal income 
tax purposes under Treas. Reg. section 301.7701-3. The Silverlight Partnership Agreement in 
effect at the time of the TAC Transfers provides that Cassano held 100% of the Class A interest 
and HS and CS held 60.621 1% and 33.9377%, respectively, of the Class B interest in Silverlight. 
Thus, Cassano, HS and CS should be treated as partners of Silverlight for Federal income tax 
purposes at the time of the TAC Transfers. See sections 761(b) and 7701(a)(2) (the term 
“partner” means a member of a partnership). In addition, Silverlight was the owner of the TAC 
Stock and Debenture at the time of the TAC Transfers. As discussed in the Facts above, 
Silverlight transferred $800 million on September 24, 2001, to TAC in exchange for the 
Debenture and as a contribution to TAC’s capital. Silverlight derived all the benefits and bore 
all of the burdens of ownership of the TAC Stock and Debenture. On September 28, 2001, 
Silverlight transferred all of the TAC Stock to HS and CS and transferred the Debenture to 
Cassano in complete redemption of their respective interests. Silverlight relinquished all of the 
benefits and burdens of owning the TAC Stock and the Debenture; and HS and CS acquired the 
benefits and burdens of owning the TAC Stock and Cassano acquired the benefits and burdens of 
owning the Debenture. 

As discussed above, the transfers of the TAC Stock and Debenture constitute 
partnership distributions by Silverlight under sections 731 and 736(b). In addition, the TAC 
Stock and Debenture were property to which section 732(b) applied, i.e., distributions in 
liquidation. Under the Redemption Agreements, the distributions of the TAC Slock and 
Debenture were in fall and complete consideration of the complete liquidation and redemption of 
the interests of HS, CS and Cassano in Silverlight. Thus, the TAC Stock and Debenture were 
distributed to HS, CS and Cassano in complete liquidation of their interests in Silverlight within 
the meaning of sections 732(b) and 761(d) and Treas. Reg. section 1.761-l(d). 

1. Assuming a valid and timely section 754 election 

is made with its partnership tax return for the taxable 
year ended December 31, 2001, Silverlight will have in effect 
a section 754 election that is applicable to the TAC Transfers. 

If is our understanding that Silverlight will make a valid and timely section 754 
election and will file the written statement described in Treas. Reg. section 1.754- 1(b) with its 
partnership tax return for its taxable year begirming September 2, 2001 and ending December 31. 


KS-00001256 



Saban Capital Group, Inc. 
October 14, 2002 
Page 32 


2686 


Bryan Cave LIP 


2001 (the taxable year in which the TAC Transfers were made to HS, CS and Cassano), within 
the time set forth in such regulations. (See Section 8 of the Fourth Amended and Restated 
Limited Partnership Agreement authorizing the Genera] Partner to make the section 754 election 
if appropriate). In addition, we understand that Silverlight, in compliance with Treas. Reg. 
section 1. 734-1 (d), will attach a statement to its partnership tax return for the taxable year ending 
December 31, 2001, setting forth the computation of the adjustment and the Silverlight 
properties to which the adjustment has been allocated. 

As discussed above, the TAC Transfers took place on September 28, 2001. On 
September I, 2001, Glass Wave transferred its partnership interests in Silverlight to HS and CS 
in liquidation. Under section 708(b)(1)(B), Silverlight is considered terminated on September 1, 
2001, for Federal income tax purposes because there had been an “exchange” of 50% or more of 
its interests. See Treas. Reg. section 1.708-l(b)(3)(ii). In this connection, section 761(e) 
specifically provides that for purposes of section 708, any distribution of a partnership interest 
will be treated as an “exchange.” 

Treas. Reg. section 1.708-l(b)(3) provides that a partnership taxable year closes 
with respect to all partners on the date on which the partnership terminates. See also 
section 706(c)(1) (the partnership taxable year closes in the event of a partnership termination). 
Accordingly, Silverlight’s partnership year closed on September 1, 2001, the date of its technical 
termination under Treas. Reg. section 1.708-l(b)(3)(ii). Under section 706(b)(1)(B), Silverlight 
was required after its termination to adopt the same tax year as the partner or partners owning 
more than 50% of the partnership’s profits and capital (the “majority interest partners”). This 
majority interest must be determined on a specific “testing day” and, under section 706(b)(4)(A), 
the first day of a partnership’s tax year is considered such a “testing day.” Thus, on 
September 2, 2001, (the first day of Silverlight’s partnership tax year after its termination), 
Silverlight was required to adopt the calendar year, i.e., the tax year of HS, its majority interest 
partner, as its taxable year. The TAC Transfers thus occurred during Silverlight’s taxable year 
beginning September 2, 2001 and ending December 31, 2001, and the section 754 election 
should, therefore, apply to the TAC Transfers. 

a. The revocation of a prior section 754 election 

previously in effect does not impair Silverlight’s 
ability to file a new section 754 election for its taxable 
year beginning September 2, 2001 and ending 
December 31, 2001. 

Silverlight filed a timely section 754 election with its partnership tax return for 
the year ended December 31, 1992, applicable to transfers and distributions beginning in the year 
1992. Under Treas. Reg. section 1.754-l(a), Silverlight’s 1992 section 754 election applied to 
all property distributions and transfers of partnership interests until the election was revoked in 
accordance with Treas. Reg. section 1.754-l(c). It is our understanding that pursuant to the 
requirements of Treas. Reg. section 1.754-l(c)(2). Silverlight validly revoked its section 754 
election, for post-December 14, 1999 transfers and distributions, by attaching the required 
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statement to its partnership tax return for the year ended December 31, 1999. See 1999 Form 
1065 for Silverlight. Nothing in the Regulations or any other legal authority suggests that 
revoking a section 754 election under Treas. Reg. section 1. 754-1 (c) prohibits the partnership 
&om making a new section 754 election with respect to a later year. 

In fact, in the instant case, the technical termination of Silverlight ■ under 
section 708(b)(1)(B) which occurred on September 1, 2001, nullifies elections made by the 
terminated partnership and allows the reconstituted partnership to make new elections. Since a 
termination of a partnership results in the constructive creation of a new partnership, under 
Treas. Reg. section 1.708-1^)(4), the “new” partnership must make all new elections required to 
be made by the partnership. In Rev. Rul 86-73, 1986-1 C.B. 282 and Rev. Rul 88-42, 1988-1 
C.B. 265, the Service specifically stated that if a “new” partnership which results from a 
technical termination under section 708(bXl)(B) wants to make a section 754 election, it will 
have to file a new election.^*' In addition, we also note that a series of private letter rulings 
provided section 9100 relief to partnerships that inadvertently failed to file a timely section 754 
election after a technical termination of the partnership under section 708(b)(1)(B). In Priv. Ltr. 
Rul. 200209046 (March 1, 2002), the Service granted a partnership which had technically 
terminated under section 708(b)(1)(B) an extension of time to make a section 754 election where 
the “taxpayer was unaware of the necessity of filing short year returns, and the filing of a 
section 754 election for the new partnership. As a direct consequence, it inadvertently failed to 
timely file LkC’s section 754 election.” See also Priv. Ltr, Rul. 200215011 (April 14, 2002) 
(extension of lime granted to make a section 754 election for the new partnership); Priv. Ltr. Rul. 
200125065 (June 25. 2001) (same); Priv. Ltr. Rul. 200044009 (November 6, 2000) (same). 
Accordingly, after the technical termination of Silverlight, in order for Silverlight to once again 
make the adjustments provided in sections 734(b) and 743(b), a new section 754 election is 
required to be made which will then apply to all property distributions and transfers of 
partnership interests taking place in the partnership taxable year beginning on September 2, 2001 
and ending December 31, 2001 and in all subsequent taxable years. 

2. The flush language in section 734(b), denying the 

application of section 734(b)(1)(B) to a distribution of an 
interest in a partnership with respect to which a section 754 
election is not in effect, does not apply to the TAG Transfers. 

Where a partnership (upper tier partnership. “UTP”) is distributing its interest in 
another partnership (lower tier partnership, “LTP”), the basis adjustments will only apply where 


^ The Revenue Rulings specifically hold that a section 754 election in effect (or made by the terminating 
partnership with its final return) for the taxable year in which a technical termination occurs will apply to an 
incoming partner (whose acquisition resulted in the 'termination) so that the bases of partnership assets are 
adjusted prior to tlieir deemed distribution to the partner. The holdings of these Rulings are now incorporated, 
without substantive change, into Treas. Reg. section 1.708-l(b)(5). See Preamble to T.D. 8717, 62 Fed Reg- 
25498 (May 9, 1997). 
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both the UTP and LTP have section 754 elections in place. Section 734(b)(i) (flush language). 

See also Rev. Rul. 92-15, 1992-1 C.B. 215. 

Although the basis “step-up” provided for in section 734(b)(1)(B) will not apply 
on the distributions by a partnership of an interest in a partnership, unless both partnerships have 
section 754 elections in place, this prohibition should not apply to the TAC Transfers. In the 
instant case, Silverlight did not distribute “property which is an interest in another partnership.” 
Rather, Silverlight distributed the Debenture and the stock of TAC, a validly formed corporation 
under Delaware law. 

Moreover, Silverlight should not be treated in substance as having distributed an 
interest in TTP since Silverlight’s ownership of the TAC Stock and Debenture should not be 
disregarded for tax purposes. The formation of TAC by Silverlight and its acquisition of the 
TAC Stock and Debenture were effected for bona fide nontax business purposes and did not lack 
economic substance. TAC was formed by Silverlight to acquire a 99% interest in TTP and it 
formed TAC as a C corporation to insulate itself from any liability that could arise from the 
direct ownership of TTP. Thus, Silverlight should not be treated as distributing an interest in a 
partnership and the flush language in section 734(b) should not apply to the TAC Transfers. 

B. ADJUSTMENT TO BASIS OF PARTNERSHIP PROPERTY 

UNDER SECTION 734(b)(1)(B). 

As discussed above, a partnership increases the adjusted basis of its partnership 
property in a section 732(b) distribution in liquidation by the excess of the adjusted basis of the 
distributed property to the partnership immediately before the distribution over the basis of the 
distributed property to the distributee, as determined under section 732. Thus, assuming a valid 
and timely section 754 election is made, Silverlight will increase the basis of its undistributed 
property by the difference between its adjusted basis in the TAC Stock and Debenture 
irmnediately before the TAC Transfers and the redeemed partners’ bases in the TAC Stock and 
Debenture. 

1. For purposes of determining the amount of Silverlight’s basis 
adjustment under section 734(b)(1)(B), Silverlight’s adjusted 
basis in the Debenture immediately before the TAC Transfers 
is increased by its basis adjustment under section 743(b) for 
the Original Block of Silverlight FFWW Stock with respect to 
Cassano. 

In the case of a distribution of property by a partnership to a partner who obtained 
his partnership interest by transfer with respect to which the section 754 election was in effect, 
any previous adjustment made under section 743(b) to the basis of property is taken into account 
for purposes of applying the adjustment under section 734(b). See Treas. Reg. sections 1.734- 
2(a) and 1.732-2(b). 
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Under Treas. Reg. section 1 .734-2(a), if the distributee acquired his interest in a 
transfer subject to section 743(b), “the adjustments to basis provided in potion 743(b) . . . shall 
be taken into account in applying the roles under section 734(b).’ Under Treas. Reg. 
section 1.732-2(b), the amount of any special section 743(b) basis adjustment to which a 
distributee is entitled with respect to the distributed property is taken into account as part of the 
partnership’s basis for the distributed property under section 732. 

Treas. Reg. section 1.743-l(gX3) sets forth the rules regarding the coordination 
with section 732 in cases where a partner’s interest is completed liquidated. Where a partner 
receives a distribution in liquidation of his entire partnership interest, the partner is considered to 
have relinquished his interest in any remaining partnership properties. Under Trep. Reg. 
section 1.743-l(g)(3), if, in connection with a liquidating distribution, a partner relinquishes an 
interest in property with respect to which he is entitled to a section 743(b) basis adjustmep, the 
basis adjustment with respect to the relinquished property is reallocated to the distributed 
property and taken into account as part of the partnership’s basis in the distributed property 
under section 732. See also Treas. Reg. section 1.743-l(g)(5), Example (v). 

In the instant case, Silverlight had a section 754 election in effect at the time 
Cassano purchased its interest in Silverlight from Glass Wave in 1992 and 1993. It is our 
understanding that this resulted in a basis increase under section 743(b) with respect to Cassano 
for Silverlight’s SEI stock of approximately $18,890,630. 

We further understand that in August of 1997, Silverlight received the Original 
Block of Silverlight FFWW Stock in a section 351 transaction in exchange for its SEI stock. 
Under Treas. Reg. section l.743-l(h)(2)(iii), a partnership’s adjusted basis in stock received 
from a corporation in a section 351 transfer is determined without reference to the basis 
adjustment in the transferred property. A partner with a basis adjustment in property transferred 
to the corporation, however , has an inherent basis adjustment in the stock received by the 
partnership in the exchange equal to the partner’s basis' adjustment in the transferred property 
(reduced by any basis adjustment that reduced the partner’s gain under Treas. Reg. section 
1.743-l(h)(2)(ii)). See also Treas. Reg. section 1.743-l(h)(2)(iv), Example. Accordingly, 
Cassano had a basis adjustment with respect to the Original Block of Silverlight FFWW Stock 
received by Silverlight in the section 35 1 transfer equal to the amount of Cassano’s basis 
adjustment in the transferred SEI stock. 

As discussed above, where a distributee receives a property distribution (whether 
or not the transferee has a basis adjustment in the property) in liquidation of its partnership 
interest, the adjusted basis to the part-nership-otthe distributed property immediately before the 
distribution includes the distributee’s basis adjustment for the property in which the distributee 
relinquished an interest. See Treas. Reg. section 1.743-l(g)(3). Accordingly, when Cassano 
received the Debenture in complete liquidation of its interest in Silverlight, the adjusted basis of 
the Debenture to Silverlight immediately before the TAC Transfers should include Cassano s 
basis adjustment for the Original Block of Silverlight FFWW Stock. Consequently, for purposes 
of determining the amount of Silverlight’s basis adjustment under section 734(b)(l )(B), 
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Silverlight’s adjusted basis in the Debenture immediately before the TAG Transfers should be 
increased by the amount of Cassano’s section 743(b) adjustment. 

a. Silverlight’s revocation of its prior section 754 election 
did not affect the basis adjustment of the Original Block 
of Silverlight FFWW Stock then in effect with respect to 
Cassano. 

Treas- Reg. section 1.754-l(a) provides that “an election made under the 
provisions of this section shall apply to all property distributions and transfeis of partnership 
interests taking place in the partnership taxable year for which the election is made and in all 
subsequent partnership taxable years unless the election is revoked pursuant to paragraph (c) of 
this section Treas. Reg. section 1.754-l(c){2), the regulation pursuant to which Silverlight 
revoked its 1992 section 754 election, provides that any partnership having an election in effect 
for a taxable year that includes December 15, 1999, may revoke such election effective for 
transfers or distributions occurring on or after December i 5, 1999” by attaching a statement to its 
partnership tax return for such taxable year. The revocation is not a retroactive revocation; it 
only applies to transfers or distributions occurring on or after December 15, 1999. Thus, the 
section 754 election Silverlight made in 1 992 applied to all property distributions and transfers of 
partnership interests, including the transfer to Cassano, for such year and subsequent partnership 
taxable years until the election was revoked but only for transfers and distributions occurring 
post-December 14, 1999. Accordingly, Silverlighl’s revocation of its section 754 election under 
Treas. Reg. section 1.754-l(c)(2) did not affect the basis adjustment under section 743(b) then in 
effect for the Original Block of Silverlight FFWW Stock with respect to Cassano. 

b. The technical termination of Silverlight on September I, 

2001 under section 708(b)(1)(B) did not affect the basis 
adjustment of the Original Block of Silverlight FFWW 
Stock then in effect with respect to Cassano. 

Treas. Reg. section 1.743-l(h)(l) provides that where a partner has a basis 
adjustment with respect to partnership property before a section 708(b)(1)(B) termination, the 
partner will continue to have the basis adjustment with respect to the property held by the “new 
partnership after the tenninadon regardless of whether the new partnership makes the basis 
adjustment election. Consequently, Silverlight’s basis adjustment for the Original Block of 
Silverlight FFWW Stock with respect to Cassano was not affected by the termination of 
Silverlight on September 1, 2001 under section 708(b)(1)(B). 

2. There is no adjustment to the basis of the TAC Stock and 

Debenture under section 732(d) prior to the TAC Transfers. 

A partnership’s basis in its assets is not adjusted on a transfer of a partnership 
interest absent a section 754 basis adjustment election. Section 732(d) provides an exception and 
is available to a partner who: (1) acquires his partnership interest by transfer when the 
partnership did not have a section 754 election in effect for the year of transfer, and (2) receives 
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a distribution of property (other than money) within two years after the transfer of the 
partnership interest Under Treas. Reg. section 1.732- 1(d), a transfer of a partnership interest 
occurs upon a sale or exchange of an interest or upon the death of a partner. In the above 
circumstances, the partner may elect the same basis treatment on the distributed property he 
would have been entitled to under section 743(b) if the partnership had a section 754 election in 
effect when he acquired his interest. 

The above-described basis adjustment for distributions to partners within two 
years of their acquisition of a partnership interest is elective under section 732(d). However, 
section 732(d) and the Regulations thereunder require an adjustment to distributed property in 
some circumstances. A partner who acquired his partnership interest by a transfer to which the 
section 754 election was not in effect is required to apply the section 732(d) adjustment to a 
distribution made to him at any time (not only within two years) if at the time the interest was 
acquired: 


(1) The fair market value of all partnership property (other than money) 
exceeded 1 1 0% of its adjusted basis to the partnership; 

(2) An allocation of basis under section 732(c) upon a liquidation of the 
partner’s interest immediately after the transfer would have shifted basis 
from property not subject to an allowance for depreciation, depletion, or 
amortization to property subject to such allowance; and 

(3) A basis adjustment under section 743(b) would change the basis to the 
distributee of the property actually distributed. 

See section 732(d) and Treas. Reg. section 1.732-l(d)(4). All three conditions must be satisfied 
in order for the mandatory application of section 732(d) to occur. 

As discussed above, HS and CS acquired their interests in Silverlight through 
partnership distributions from Glass Wave, Merlot and Quartz. It appears that the distributions 
by Glass Wave, Merlot and Quartz of the Silverlight partnership interests to HS and CS would be 
treated as an exchange for purposes of section 732(d). However, in this instance, two of the 
three conditions to mandatory application of section 732(d) will not be satisfied. First, 
Silverlight owned no depreciable property at the time HS and CS received their partnership 
interests in Silverlight from Glass Wave, Merlot and Quartz in 2000 and 2001. Thus, under 
Treas. Reg. section 1. 732-1 (d)(4)(ii), no shift of basis from non-depreciable property to 
depreciable property would have resulted from an allocation of basis under section 732(c) if HS’ 
and CS’ interests in Silverlight had been liquidated immediately after the acquisition of their 
interests. Second, the condition in Treas. Reg. section 1.732- l(d)(4)(iii) which requires that the 
application of section 743(b) change the basis of the property actually distributed to the 
transferee should also not be satisfied since the actual property distributed, the TAC Stock, was 
not owned by Silverlight at the time HS and CS acquired their interests in Silverliglit. Thus, a 
section 743(b) basis adjustment would not have changed the basis of the TAC Stock and, 
consequently. Treas. Reg. section 1.732-l(d)(4Xiii) should not apply to HS and CS. Since two 
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of the three conditions requiring mandatory application of section 732(d) are not satisfied in this 
instance, section 732(d) should not apply to HS and CS. 

Section 732(d) should also not apply to Cassano since a section 754 election was 
in effect when Cassano acquired its interest in Silverlight. Section 732(d) and Treas. Reg. 
section 1.732-l(d)(4) apply, by their own terms, only to a partner who acquired his interest by a 
transfer to which the section 754 election was not in effect. Thus, section 732 should also not 
apply to Cassano.^®^ 

Accordingly, section 732(d) should not be applicable to HS, CS or Cassano. 

TV. HS’, CS’ AND CASSANO’S ADJUSTED BASIS IN THE TAC STOCK AND 
DEBENTURE. 

Section 732(b) governs a partner’s basis in property received in liquidation of a 
partner’s entire interest in the partnership and provides that the basis of property distributed is 
equal to the partner’s adjusted basis in his partnership interest immediately prior to the 
distribution, reduced by any cash received in the same transaction. See abo Treas. Reg. 
section 1. 732-1 (b). 

Under section 752, the basis of a partner’s partnership interest is adjusted to 
reflect the partner’s share of partnership liabilities. Section 752(a) provides that any increase in a 
partner’s share of partnership liabilities is considered a contribution of “money” by the partner to 
the partnership which, under section 722, increases the basis of the partner’s interest in the 
partnership. 


The determination of a partner’s share of partnership liabilities depends on 
whether the liabilities are recourse liabilities or nonrecourse liabilities Under the Regulations, a 
partnership liability is a recourse liability to the extent that any partner or a related person 
bears the “economic risk of loss” with respect to the liability. Treas. Reg. section 1.752-l(a)(l). 
A partner’s share of a partnership recourse liability equals the portion of that liability for which 
the partner or related person bears the economic risk of loss. Treas. Reg. section 1.752-2(a). 
Thus, a partner shares in a recourse liability, and includes the amount of the liability in his 


It is our understanding that Silverlight owned no depreciable property at the time Cassano purchased its interest 
from Glass Wave in 1992 and 1993. Thus, even if section 732(d) were to apply to Cassano, no shift of basis 
from non-dcprcciable property to depreciable property would have resulted from an allocation of basis under 
section 732(c) if Cassano’s interest in Silverlight had been liquidated immediately after the transfer. 

A person is related to a partner if he bears a relationship to the partner that is specified in section 267(b) or 
section 707(b)(1) with the following modifications: (1) *'80% or more” is substituted for “more than 50%” each 
place it appears in those sections; (2) brothers and sisters are not considered to be members of a person’s 
family; and (3) section 267(f)(1)(A) (which provides for certain modifications in the definition of controlled 
groups) and the special rule for pa^-through entities in section 267(e)(1) do not apply. Treas. Reg. 
section L752-4(b)(I). 
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adjusted basis in bis partnership interest, only to the extent that the partner or a person related to 
the partner bears the economic risk of loss. 

Regulation section 1.752-2(bXl) provides that a partner bears the economic risk 
of loss for a liability to the extent that, if the partnership constructively liquidated, the partner (or 
related person) would be obligated to make a payment to any person or a contribution to the 
partnership because the liability becomes due and payable and the partner (or related person) 
would not be entitled to reimbursement from another partner or a person related to another 
partner. 

For purposes of the section 752 Regulations, the term “constmctive liquidation” 
means a hypothetical situation in which the following events are deemed to occur: 

(1) All of the partnership’s liabilities become payable in full; 

(2) With the exception of property contributed to secure a partnership 
liability, all of the partnership’s assets, including cash, have a value of 
zero; 

(3) The partnership disposes of all its property in a fully taxable transaction 
for no consideration, (except relief from liabilities for which the creditor’s 
right to repayment is limited solely to one or more assets of the 
partnership); 

(4) All items of partnership income, gain, loss, or deduction are allocated 
among the partners in accordance with the partnership agreement; and 

(5) The partnership liquidates. 

In applying the economic risk of loss standard, the Regulations attempt to 
ascertain the partner who would bear the economic burden of discharging the liability if the 
partnership were unable to do so. The constructive liquidation analysis reflects the economic 
risk of loss by assuming that the partnership assets become worthless, stripping the partnership 
of its nonrecourse liabilities and determining the effects that the hypothetical transaction would 
have on the partners’ capital accounts. 

As discussed above, a partner does not bear the economic risk of loss with respect 
to a partnership liability unless the partner or a related person would be obligated, upon a 
constructive liquidation, to make a payment to any person, or a contribution to the partnership. 
Treas. Reg. section 1.752-2(b)(l). In determining whether a partner has a payment obligation 
with respect to a partnership liability, all of the following statutory and contractual obligations 
are taken into account: 
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( 1 ) 

Contractual obligations outside the partnership agreement such as 
guarantees, reimbursement agreements, and other obligations runrung 
directly to creditors or to other partners, or to the partnership; 


( 2 ) 

Obligations to the partnership that are imposed by the partnership 
agreement, including the obligation to make a capital contribution and to 
restore a deficit capital account upon liquidation of the partnership; and 


( 3 ) 

Payment obligations imposed by state law, including the governing state 
partnership statute. 


Treas. 

Reg. section 1.752-2{b)(3). Thus, private contractual agreements, the 


partnership agreement, and applicable state law are all analyzed to determine the existence of a 
payment obligation or contribution obligation to the partnership. For this purpose, it is assumed 
that all partners and related persons who have obligations to make payments would actually 
perform these obligations, irrespective of their actual net worth, unless the facts and 
circumstances indicate a plan to circumvent or avoid the obligation. Treas. Reg. section 1.752- 
2(b)(6). 


Treas. Reg. section 1.752-2(b){5) makes it clear that a partner’s (or related 
person’s) obligation to make a payment with respect to a partnership liability is reduced to the 
extent that the partner (or related person) is entitled to reimbursement from another partner or a 
person related to another partner. Correspondingly, as discussed above, the reimbursement 
obligation of a partner is a payment obligation that is taken into account in determining the share 
of partnership liabilities. See Treas. Reg. section 1.752-2(bX3)(i). See also Priv. Ltr. Rul. 
200050032 (September 15, 2000) (where an LLC member guaranteed payment of a liability, 
waived any subrogation or similar rights to repayment and agreed to indemnify the LLC if it 
were required to satisfy the liability, the liability was a recourse liability for which the LLC 
member bore the economic risk of loss). 

Example 4 of Treas. Reg. section 1.752-2(f) illustrates the reimbursement rights 
principle. In Example 4, a limited partner guarantees a portion of a recourse partnership liability. 
The example provides that if under slate law, the limited partner is subrogated to the rights of the 
lender, the limited partner would have the right to recover the amount it paid from the general 
partner, who is generally liable for partnership obligations. The limited partner’s payment 
obligation under the guarantee is thus fully offset by the subrogation arrangement. The example, 
therefore, concludes that the limited partner does not bear the economic risk of loss for the 
partnership liability. Similarly, Example 3 of Treas. Reg. section l.752-2(f) illustrates that a 
guarantee by a limited partner of a partnership recourse liability is generally offset by the 
presumption that the general partner will satisfy its deficit capital account restoration obligation 
and thus the limited partner would not have to satisfy the guarantee and would not bear the 
economic risk of loss. 


KS-00001265 



2695 


Saban Capital Group, Inc. 

October 14, 2002 
Page 41 

A. FOR PURPOSES OF DETERMINING THE AMOUNT OF 
SILVERLIGHT’S BASIS ADJUSTMENT UNDER 
SECTION 734(b)(1)(B), THE BASES OF HS, CS AND CASSANO 
IN THEIR PARTNERSHIP INTERESTS IN SILVERLIGHT DO 
NOT INCLUDE ANY BASIS INCREASE FOR ANY AMOUNT 
TREATED UNDER SECTION 752(a) AS A CONTRIBUTION OF 
MONEY ATTRIBUTABLE TO THE LOAN OR THE TAC 
TRANSFERS. 

1. No share of the Loan vpas allocable to HS, CS or Cassano under 
Trcas. Reg. section 1.752-2 at the time the Loan was incurred. 

To summarize the discussion above, a partnership liability is a recourse liability to 
the extent that any partner (or related person) bears the economic risk of loss. A partner bears 
the economic risk of loss for a partnership liability in the amount that the partner (or related 
person) would be obligated to pay to any person or contribute to the partnership, without rights 
to reimbursement, assuming the partnership is constructively liquidated and the liability becomes 
due and payable. See Treas. Reg. section 1.752-2(bXl). The Regulations emphasize that 
whether a partner has a liability for a partnership obligation is determined by taking into account 
all statutory and contractual obligations relating to the partnership liability including contractual 
obligations outside the partnership agreement (i.e., guarantees, indemnifications, reimbursement 
agreements, et cetera), obligations imposed by the partnership agreement and payment 
obligations imposed by state law. See Treas. Reg. section 1 .752-2(b)(3). 

Under Treas. Reg. section 1.752-2, each of HS’, CS’ and Cassano’s share of the 
Loan should be zero after Silverlight incurred the Loan. This is because, after applying the 
economic risk of loss standard provided in the Regulations, none of these limited partners would 
bear the economic burden of discharging the Loan if Silverlight were unable to do so (discussed 
further below). Rather, 5161, as the general partner of Silverlight, would bear the economic risk 
of loss with respect to the Loan. 

It is our understanding that Silverlight was obligated for all amounts due under 
the Loan, without any limitation on HSBC’s recourse. Furthermore, we understand that 
Silverlight did not have the right to require HSBC to offset any amounts due under the Loan 
against HSBC’s obligation under the Collar. Section 2.6 of the Credit Agreement specifically 
provides that “[a]ll payments by the Borrower shall be payable . . . without any set-off, 
counterclaim, withholding or deduction of any kind.” Thus, Silverlight was obligated for the full 
amount due under the Loan without any right of set off. 

Employing the constructive liquidation analysis described in Treas. Reg. 
section 1.752-2(b) would result in 516rs obligation to make a payment to HSBC or a 
contribution to Silverlight of the full amount due under the Loan. First, we understand that 
pursuant to the unlimited guarantee entered into by 5161 in favor of and for the benefit of HSBC, 
5161, unconditionally and without limitation, guaranteed Silverlight’s obligations under the 
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Loan. Thus, by virtue of the unlimited guarantee, 5161 had a contractual obligation to make a 
payment to HSBC, as described in Treas. Reg. section 1.752-2(b)(3){i). Second, we also 
understand that 5161 had an obligation to Silverlight imposed by the Partnership Agreement to 
restore a deficit capital account, as provided in Treas. Reg. section 1.752-2(b)(3)(ii). 
Section 13.3 of the Fourth Amended and Restated Limited Partnership Agreement specifically 
provides that the general partner has an unconditional obligation to restore a deficit balance in its 
capital account upon the liquidation of Silverlight or the liquidation of the general partner’s 
interest in Silverlight See also Treas. Reg. section 1.752-2{f) Example 2 (illustrating a general 
partner’s deficit restoration obligation and economic risk of loss for a recourse liability). Third, 
it is our understanding that under California law, 5161, as the general partner of Silverlight, 
would be liable for the debts of Silverlight Thus, as provided in Treas. Reg. section 1.752- 
2(b)(3)(iii), state law also imposes a payment obligation on 5161. Pursuant also to the Indemnity 
Agreements that 5161 entered into with each limited partner of Silverli^t, 5161 indemnified 
each limited partner against any loss incurred by them arising out of the Loan. Thus, if any 
limited partner made a payment to HSBC pursuant to either the limited guarantee (with respect 
to all the limited partners) or the contingent guarantee (with respect to HS and CS), 5161 was 
contractually obligated to indemnify and reimburse such limited partner for any and all amounts 
paid. Thus, under Treas. Reg. section 1.752-2(b)(3)(i), the Indemnity Agreements and 
reimbursement arrangements provided therein obligated 5161 to pay all amounts due under the 
Loan. Consequently, for the reasons described above, the Loan was a recourse obligation for 
which 5161 bore the economic risk of loss. 

Furthermore, HS, CS and Cassano had no economic risk of loss under Treas. Reg. 
section 1.752-2 for any amounts due under the Loan. Under the constructive liquidation 
analysis, none of HS, CS or Cassano would have been obligated by virtue of either the limited 
guarantees entered into by all the limited partners or the contingent guarantee entered into by HS 
and CS to make any payment under the Loan for which they would not have been entitled to 
reimbursement from 5161.*'^ First, the Indemnity Agreements 5161 entered into with each of 
HS, CS and Cassano, as discussed above, granted each of them the right to recover in full from 
5161 the amounts they were required to pay to HSBC as a guarantor of the Loan under either the 
limited guarantee or the contingent guarantee. Thus, under Treas. Reg. section 1.752-2(b)(5), 
any obligation HS, CS or Cassano had under the limited guarantee or the contingent guarantee 
would be reduced in its entirety since 5161 was required to reimburse them in full for any 
payments made to HSBC. Second, it is our understanding that to the extent HS, CS or Cassano 
would have been required, under the constructive liquidation analysis, to make a payment to 
HSBC under either the limited guarantee or contingent guarantee, they would have been 
subrogated, under governing law, to HSBC’s right to recover in full from Silverlight. Thus, 
consistent with Example 4 of Treas. Reg. section 1.752-2({), HS, CS and Cassano should not 
bear the economic risk of loss for the Loan since they would be subrogated, under state law, to 
the rights of HSBC and would have the right to recover any amounts paid to HSBC from 5161, 

It is our understanding that both the limited guarantees and contingent guarantee are limited in recourse to the 
value of the respective partnership interests in Silverlight pledged by each limited partner. See section 8.12 of 
the Credit Agreement. 
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the general partner. Third, we understand that under California law, 5161, as the general partner 
of Silverlight had liability for the Loan. Fourth, under the Partnership Agreement, none of HS, 
CS or Cassano had a deficit restoration obligation upon the liquidation of Silverlight 
Section 6.2 of the Fourth Amended and Restated Limited Partnership Agreement specifically 
provides that “[n]o Limited Partner shall be required to make any additional capital contributions 

to the Partnership, or to make up any deficit in that Limited Partner’s Capital Account ” 

Thus, under the Partaership Agreement, none of HS, CS or Cassano had any payment obligation 
with respect to Silverlight. In fact, section 6.2 of the Partnership Agreement goes on to provide 
that “[i]f arty law requires a Limited Partner to contribute to the Partnership or otherwise pay any 
creditor of the Partnership, the General Partner shall indemnify, reimburse to and hold harmless 
that Limited Partner from the obligation to contribute or pay any such amounts.” 

Consequently, for the reasons discussed above, 5161, as the general partner of 
Silverlight and pursuant to the Partnership Agreement, Indemnity Agreements and state law, 
bore the entire economic risk of loss of the Loan. None of HS, CS or Cassano bore any 
economic risk of loss with respect to the Loan and, thus, no share of the Loan should be allocable 
to HS, CS or Cassano at the time the Loan was incurred. Accordingly, the bases of HS, CS and 
Cassano in their partnership interests in Silverlight should not include any basis increase as a 
result of the Loan. 

2. There was no assumption of the Loan 
under Trcas. Reg. sections 1.752-l(d) 
or L752-l(e) as a result of theTAC Transfers. 

Treas. Reg. section 1.752-l(d) provides that except as otherwise provided in 
Treas. Reg. section 1.752- 1(e) (relating to contributions and distributions of encumbered 
property, discussed below), a person is considered to assume a liability only to the extent that (1) 
the assuming person is personally obligated to pay the liability and (2) if a partner (or related 
person) assumes a partnership liability, the person to whom the liability is owed knows of the 
assumption and must be able to directly enforce the partner’s (or related person’s ) obligation for 
the liability and, immediately after the assumption, no other partner or person related to another 
partner bears the economic risk of loss with respect to the liability. 

Under Treas. Reg. section 1.752-l(e), if property is distributed by a partnership to 
a partner and the property is subject to a liability of the partnership, the distributee partner is 
treated as having assumed the liability to the extent that the amount of the liability does not 
exceed the fair market value of the property at the time of the distribution. 

Pursuant to the Redemption Agreements, HS, CS and Cassano were released from 
all liabilities in connection with their partnership interests in Silverlight. Section 1.2 of each of 
the Redemption Agreements specifically provides that HS, CS and Cassano are “fully released, 
relieved and discharged from any and all obligations, duties and liabilities ... of any kind, 
whether now existing or hereafter arising, known or unknown, contingent or fixed, under the 
Partnership Agreement or arising from [the] Interest in the Partnership.” Furthermore, 
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section 2.4 of each Redemption Agreement confinns that no partnership liabilities are allocable 
to any of HS, CS or Cassano under section 752 and the Regulations thereunder. Moreover, it is 
our understanding that none of HS, CS or Cassano became personally obligated to pay the Loan, 
and that, fiirthermore, the TAC Stock and Debenture were not subject to the Loan. In fact, the 
Credit Agreement specifically recognized and permitted the distribution of the TAC Stock to HS 
and CS and the distribution of the Debenture to Cassano in redemption of their partnership 
interests in SilverlighL See sections 5.5 and 6.3 of the Credit Agreement Accordingly, there 
was no assumption by HS, CS or Cassano of the Loan under Treas. Reg. sections 1.752-l(d) or 
(e) as a result of the TAC Transfers. 

B. FOR PURPOSES OF DETERMINING THE AMOUNT OF 
SILVERLIGHT’S BASIS ADJUSTMENT UNDER 
SECTION 734(b)(1)(B), ASSUMING THE EQUALIZATION 
PAYMENTS ARE TREATED AS PAYMENT FOR THE PURCHASE 
OF A PORTION OF THE TAC STOCK, SUCH AMOUNTS ARE 
NOT INCLUDED IN THE BASES OF HS’ AND CS’ PARTNERSHIP 
INTERESTS IN SILVERLIGHT IN DETERMINING THE BASIS 
UNDER SECnON 732(b) OF THE TAC STOCK. 

Assuming the Equalization Payments are treated as consideration for a sale of a 
portion of the TAC Stock, such amounts should not be treated as a contribution to Silverlight to 
which section 721 applies and should therefore not be included in the bases of HS’ and CS’ 
partnership interests in Silverlight. Rather, the Equalization Payments should be treated as 
payment for the sale of property between Silverlight and HS and CS, both of whom acted, with 
respect to the Equalization Payments, in a capacity other than as partners of a partnership. This 
is consistent with section 707(a) which treats transactions between a partnership and a partner 
who is not acting in his capacity as a member of the partnership as “occurring between the 
partnership and one who is not a partner.” Under section 707(a)(2)(B), if there is a transfer of 
money or other property by a partner to a partnership and there is a related distribution of money 
or other property to that partner, and if the two transfers when viewed together are properly 
characterized as a sale or exchange of property, then the transfers are to be treated as a sale 
between the partnership and an outsider. See also Treas, Reg. sections 1.707-6(a), 1.707-6(d) 
Example 1 (describing the rules in determining whether a transfer of property from a partnership 
to a partner and the transfer of money from that partner to the partnership are treated as a sale of 
property to that partner). Thus, if the Equalization Payments are treated as payment by HS and 
CS, acting in nonpartner capacities, for the purchase of a portion of the TAC Stock, such 
amounts should not be included in the bases of their partnership interests in Silverlight. 

C. ALLOCATION OF BASIS ADJUSTMENT UNDER 734(b)(1)(B) 

TO UNDISTRIBUTED PARTNERSHIP PROPERTIES UNDER 
SECTION 755 AND TREAS. REG. SECTION 1.755-l(c). 

The section 734(b) adjustment is allocated under the rules set forth in section 755. 
Section 734(c); Treas. Reg. section 1.734-l(c). In general, section 755 provides that an increase 
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in the adjusted basis of partnership property resulting ftom an optional adjustment to the basis of 
undistributed partnership property under section 734(b) is to be allocated “in a manner which has 
the effect of reducing the difference between the ftar market value and the adjusted basis of 
partnership properties” or “in any other manner permitted by regulations prescribed by the 
Secretary.” Section 755(a). In allocating section 734(b) basis adjustments to specific 
partnership assets, the assets are first divided into two classes: “capital gain assets” (capital 
assets and section 1231(b) property), and “ordinary income assets” (all other partnership assets). 
See Treas. Reg. section 1.755-1 (a). A determination is then made as to the class of assets to 
which the section 734(b) adjustment is allocated. 

According to Treas. Reg. section 1.755-l(cXl)Ci). where there is a distribution of 
property to a partner and in connection therewith the partnership adjusts the basis of its 
undistributed partnership assets, “the adjustment must be allocated to remaining partnership 
property of a character similar to that of the distributed property with respect to which the 
adjustment arose.” Thus, if the basis of distributed capital gain property to the partnership 
exceeds the basis of that property to the distributee partner, the excess increases the basis of the 
retained capital gain property. 

The section 734(b) adjustment is then allocated to specific assets in the 
appropriate class. Under Treas. Reg. section 1.755-l(c)(2)(i), any basis increase is allocated first 
to properties with uruealized appreciation in proportion to their respective amounts of umealized 
appreciation, until the basis of each such property is equal to its fair market value. Any 
remaining increase is allocated among the properties within the class in proportion to their fair 
market value. Treas. Reg. section 1.755-l(c)(2)(i). 

1. Silverlight was the owner of the FTWW stock at the time 

of the TAG Transfers for purposes of allocating Silverlight’s 
basis increase under section 734(b)(1)(B) to its assets under 
section 755 and Treas. Reg. section 1.755-l(c). 

a. Silverlight is not deemed to have disposed of the 
FFWW stock at the time of the TAG Transfers by 
reason of the Fox Option Exercise or the Disney 
Agreement 

At the time of the TAG Transfers, Silverlight’s remaining property was the 
FFWW stock,“' the portfolio of publicly traded securities and the interests in partnerships. 
Silverlight should not be treated as having disposed of the FFWW stock by reason of the Fox 
Option Exercise in December 2000/January 2001 or the Disney Agreement executed in 
July 2001 . Rather, the sale of the FFWW stock occurred when the FFWW stock was transferred 
to Disney at closing on October 24, 2001. 


As discussed above, the Cassano Notes were transferred to 5161 on September 27, 2001. 
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-A transfer of ownership in property occurs for Federal income tax purposes when 
the benefits and burdens of owning the property shift firora the seller to the buyer. See 
Dettmers v. Comm V, 430 F.2d 1019, 1023 (6th Ch. 1970); Griffin Paper Corp. v. Comm 'r, 74 
T.C.M. (CCH) 559, 563 (1 997), q/fd 99-1 USTC 1 50,539 (1 1th Cir. 1999). Ihe date when bare 
legal title passes is not determinative of when property is acquired or sold for Federal tax 
purposes but is merely a factor in a facts and circumstances analysis. See Merrill v. Comm >, 40 
T.C. 66, 72 (1963), affi d 336 F.2d 771 (9th Cir. 1964). The courts have considered the following 
factors in deciding the time when property is acquired or sold; 

1 . Whether legal title passes, 

2. the manner in which the parties treated the transaction, 

3. whether the sale price is fixed, 

4. whether a significant amoimt of the agreed price has been paid, 

5. the intention of the parties, 

6. the descriptive terms used in the agreement, and 

7. whether an effective date has been agreed upon fixing a specific time for 
recognition of the rights and obligations of the parties. See Griffin Paper 
Corp. V. Comm 'r, 74 T.C.M. (CCH) at 563. 

In the instant case, it is unlikely that the benefits and burdens shifted at the time of 
the Fox Option Exercise. First, legal title to the FFWW stock was not transferred to Fox upon 
the Fox Option Exercise, either in December 2000 or January 2001 . Instead, Silverlight retained 
title and physical control of the FFWW shares until October 24, 2001, when the FFWW stock 
was actually delivered to Disney at closing. In fact, the Contribution and Allocation Agreement, 
dated as of July 23, 2001 among Fox, HS, Silverlight, certain of their affiliated entities and 
certain other entities, provided that HS, Silverlight and its affiliates would deliver their FFWW 
shares to Disney at closing and “upon such delivery of their Shares to [Disney], [they] shall have 
fulfilled and satisfied in full their obligation to sell their [FFWW] Shares to Fox under the Cali 
Option.” See Contribution and Allocation Agreement, section 2(a). Thus, it is only upon tire 
actual delivery of the FFWW shares to Disney on October 24, 2001, that Silverlight fulfilled and 
satisfied its obligation under the Call Option. 

Second, as discussed above, the parties had not reached an agreement regarding 
the price that would be paid for the FFWW stock under the Fox Option Exercise. With little 
communication between the parties, there was great uncertainty regarding the purchase price for 
the FFWW shares and thus no “sales price" could be determined. Moreover, the parties did not 
fix a specific time for the performance of the obligations under the Fox Option Exercise — the 
deteimination of the purchase price was necessary before any performance of obligations could 
occur. 
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The sittiaiion at hand is similar to Hammerstromv. CommV, 60 T.C. 167, 180 
(1973), in which the Tax Court determined that the burdens and benefits were not transferred 
when a husband exercised his option to purchase his ex-wife’s one-half interest in business 
property. In Hammerstrom, the parties had entered into an option agreement whereby the 
husband could elect to purchase the wife’s interest for $25,000 over a 10-year period. The 
husband exercised his option six days after entering into the option agreement However, for 
five years thereafter, the parties still had not agreed on substantial details of the sale, including, 
the Court determined, the precise date for payment of each installment, security to insure the 
wife’s receipt of the entire purchase price and the means for transferring marketable title to the 
property. During the five-year period, the parties did not enter into a purchase agreement, no 
installment payments were made, and no instruments of transfer were executed. The husband 
continued to operate the business as usual. The Tax Court held that the parties’ conduct reflected 
that a change of ownership had not occurred upon the exercise of the option. As the Tax Court 
explained; 

The execution and delivery of the letter of October 18, electing to 
purchase [the wife’s] interest, was not self contained, that is, was 
not immediately operative to divest [the wife] of ownership. The 
letter itself and the subsequent conduct of the parties demonstrate 
quite clearly that both parties understood that more was required, 
that the letter was a demand on [the wife] to negotiate and sign an 
agreement (as she eventually did in 1972), and that until then there 
was at most an “agreement to agree.” 

Id. at 182. Similarly, the Fox Option Exercise was not “self-contained” and was 
not immediately operative to divest Silverlight of its ownership of the FFWW stock. Moreover, 
here, the parties did not agree on a purchase price for the FFWW stock. Thus, the option 
agreement in Hammerstrom is arguably more specific than the agreements underlying the Fox 
Option Exercise. Like ll'ie partie'S in Uammerstrom, Silverlight and Fox did not take any real 
action following the Fox Option Exercise to close the purchase and sale of the FFWW stock. 

Similarly, in Johnson v. Comm V, 7 B.T.A. 820, 833 (1927), a seller gave a buyer 
an option to purchase a ship. The option was exercised by the buyer while the vessel was at sea. 
The buyer paid a portion of the purchase price but did not accept the risk of loss or non-delivery 
of the vessel. Income earned on the active voyage was retained by the seller, thus the seller 
retained the benefits of ownership of the ship. Delivery of title occurred when the ship was 
delivered to the buyer. Like the seller in Johnson, Silverlight retained the benefits and risks of 
ownership of the FFWW stock. Also, like the parties in Johnson, Silverlight and Fox did not 
execute a transfer of title upon the Fox Option Exercise. Therefore, it is unlikely that a transfer 
of ownership occurred upon the Fox Option Exercise. 

Furthermore, it is unlikely that a transfer of ownership occurred in July 2001, 
when the Disney Agreement was executed. In addition to the test set forth above, a transfer of 
ownership cannot occur where substantial condition precedents exist that must be satisfied before 
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payment of an obligation is required. See Dyke v. Comm'r, 6 T.C. 1134, 1135 (1946). In Dyke, 
one of several conditions precedent before a sale of stock in a barge shipping company was 
considered completed was a requirement that the Interstate Commerce Commission authorize the 
purchase. In the instant case, there were significant regulatory approvals, both domestic and 
foreign, which were required to be obtained and other conditions that had to be satisfied in order 
to close the sale to Disney. Thus, substantial conditions precedent existed in July 2001, which 
prevented a transfer of ownership from having occurred. Therefore, it is likely that Silverlight 
should not be deemed to have disposed of the FFWW stock at the time of the TAC Transfers by 
virtue of the Fox Option Exercise or the Disney Agreement. 

2. The TAC Stock, the Debenture and the FFWW stock 
constituted “capital gain property” under Treas. Reg. 
section 1.755-1 (a) at the time of the TAC Transfers. 

The TAC Stock, the Debenture and the FFWW stock were all capital assets in 
Silverlight’s hands. See section 1221. As such, those properties constituted capital gain property 
under Treas. Reg. section 1.755-t(a). Since the distributed property, i.e., the TAC Stock and 
Debenture, constituted capital gain property, the section 734(b) adjustment should be allocated to 
the basis of the FFWW stock and other retained capital gain property of Silverlight in proportion 
to the difference between the fair market value and basis of each property. See Treas. Reg. 
section 1.755-1 (c)(5) Example. 

V. THE PARTNERSHIP ANTI-ABUSE RULES 

SHOULD NOT APPLY TO THE TRANSACTION. 

Treas. Reg. section 1.701-2 (the “Anti- Abuse Regulations”) consists of two broad 
rales, the “abuse of subchapter K rale” and the “abuse of entity rule.” Generally, under the 
“abuse of subchapter K rule,” the Service may (1) disregard the partnership in whole or in part, 
and the partnership’s assets and activities should be considered, in whole or in part, to be owned 
and conducted, respectively by one or more of its purported partners; (2) treat one or more of the 
purported partners as not being partners; (3) adjust the method of accounting used by the 
partnership or a partner to clearly reflect the partnership’s or the partner’s income; (4) reallocate 
the partnership’s income, gain, loss, credit, or deduction; or (5) otherwise adjust or modify the 
claimed tax treatment. See Treas. Reg. section 1.701-2(b). Under the “abuse of entity rule,” the 
Service may treat a partnership as an aggregate of its partners to carry out the purpose of the 
Code or Treasury Regulations. See Treas. Reg. section 1 .701-2(e). 

A. ABUSE OF SUBCHAPTER K RULE. 

According to Treas. Reg. section 1.701-2(b), a transaction must contain two 
elements in order for the Commissioner to have the discretion to recast a transaction for Federal 
income tax purposes as inconsistent with the intent of subchapter K. First, a principal purpose of 
the transaction must be to reduce substantially the present value of the partners’ aggregate 
Federal tax liability. Second, the tax reduction obtained as a result of the transaction must be 
inconsistent with the intent of subchapter K. 
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1 . Intent of Subchapter K. 

The Anti-Abuse Regulations provide that the intent of subchapter K is to permit 
taxpayers to jointly conduct business and investment activities through a flexible economic 
arrangement without incurring an entity-level tax. Treas. Reg. section 1.701-2(a) then provides 
that the following requirements are implicit in the intent of subchapter K; 

(1) The partnership must be bona fide and each partnership 
transachon or series of related transactions . . . must be 
entered into for a substantial business purpose.'*^ 

(2) The form of each partnership transaction must be respected 
under substance over form principles. 

(3) [Tjhe tax consequences imder subchapter K to each partner 
of partnership operations and of transactions between the 
partner and the partnership must accurately reflect the 
partners’ economic agreement and clearly reflect the 
partners’ income (collectively, proper reflection of 
income). 

Treas, Reg. section 1.701-2(a) (emphasis in original). With respect to the proper 
reflection of income requirement, requirement 3 above goes on to provide: 

[CJertain provisions of subchapter K and the regulations 
thereunder were adopted to promote administrative convenience 
and other policy objectives, with the recognition that the 
application of those provisions to a transaction could, in some 
circumstances, produce tax results that do not properly reflect 
income. Thus, the proper reflection of income requirement ... is 
treated as satisfied with respect to a transaction [which satisfies the 
other implicit requirements] to the extent that the application of 
such a provision to the transaction and the ultimate tax results, 
taking into account all the relevant facts and circumstances, are 
clearly contemplated by that provision. 

Treas. Reg. section 1.701-2(a)(3). 


See Statement of John Rooney, Attorney-Advisor in Treasury's OtTicc of Tax Legislative Counsel to the ABA 
Tax Section Formation of Tax Policy Committee on January 29, 1995, reprinted in Lee A. Sheppard, Final 
Partnership Anti-Abtise Rule — Grudging Acceptance^ Tax Notes Today, Feb. 10, 1995 (arguing that 
“[s]ubstantial business purpose and principal purpose of tax avoidance cannot co-exist.”). 
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The first implicit intent of subchapter K, that a partnership be bona fide and that 
transactions be entered into for a business purpose, restates well established principles. See, e.g., 
Comm'r v. Culbertson, 337 U.S. 733, 742 (1949); Gregory v. Helvering, 293 U.S. 465 (1935); 
Rice’s Toyota World, Inc. v. Comm’r, 752 F.2d 89 (4th Cir. 1985). However, the Anti-Abuse 
Regulations do not elaborate on what is meant by these terms, and also include the term 
“substantial” in the business purpose requirement. See Treas. Reg. section 1.701-2(a)(l). 
Culbertson held that a partnership would be respected for tax purposes if the parties had joined 
together to jointly conduct a business and share the profits. As Justice Frankfiirter expressed in 
his concurring opinion; 

In plain English, if an arrangement among men is not an 
arrangement which puts them all in the same business boat, then 
they cannot get into the same boat merely to seek the benefits of 
[the partnership tax provisions]. But if they are in the same 
business boat, although they may have varying rewards and varied 
responsibilities, they do not cease to be in it when the tax collector 
appears. 

337 U.S. at 754. 

Whether the abuse of subchapter K rule is applicable is based on all of the facts 
and circumstances, including a comparison of the business purpose for the transaction and the 
tax benefit. Treas. Reg. section 1.701-2(c) contains a non-exclusive list of factors that indicate, 
but do not establish per se, that a partnership was formed or availed of with a principal purpose 
of tax reduction in a manner inconsistent with the intent of subchapter K. The factors include; 

1. The present value of the partners’ aggregate Federal tax liability is 
substantially less than had the partners owned tlie partnership’s assets and 
conducted the partnership’s business diiectly. 

2. The present value of the partners’ aggregate Federal tax liability is 
substantially less than if purportedly separate transactions that are 
designed to achieve a particular end result are treated as steps in a single 
transaction. 

3. One or more partners who are necessary to achieve the claimed tax results 
either have a nominal interest in the partnership, are substantially 
protected from any risk of loss from the partnership’s activities, or have 
little or no participation in the profits from the partnership’s activities 
other than a preferred return in the nature of a payment for the use of 
capital. 

4. Substantially all of the partners are related. 
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5. Partnership items are allocated in accordance with the literal language of 
Treas. Reg. section 1.704-1 and section 1 .704-2 but the results are 
inconsistent with the purpose of section 704(b). 

6. The benefits and burdens of ownership of property nominally contributed 
to the partnership are in substantial part retained by the contributing 
partner. 

7. The benefits and burdens of ownership of partnership property are in 
substantial part shifted to the distributee partner before or after the 
property is actually distributed to the distributee partner. 

See Treas. Reg. section 1.701-2(c). 

The presence or absence of any one of the seven factors does not, according to 
Treas. Reg. section 1.701-2(c), create a presumption that a partnership was or was not used in a 
marmer mconsistent with subchapter K. Comparing these factors to Silverlight and the 
Transaction we find that as for the first factor, there is no assurance that the present value of the 
partners’ aggregate Federal tax liability would necessarily be substantially less than had the 
partners owned the Silverlight assets and conducted Silverlight’s business directly. Silverlight is 
an investment partnership which incurs gains and losses on its investment assets which it has 
heretofore flowed through to its partners. Had the partners of Silverlight invested directly in 
TAC such investment would by no means necessarily have resulted in a lower aggregate Federal 
income tax liability.'”^ 

The second factor appears to be a restatement of the “end-result” formulation of 
the step transaction doctrine. As discussed above, each element involved with Silverlight’s 
formation of TAC, the purchase of the interest in TTP and the redemption of HS’, CS’ and 
Cassano’s interests in Silverlight in exchange for Silverlight’s TAC Stock and Debenture was 
undertaken for independent reasons; no step was dependent on another step. Further, HS’ and 
CS’ bases in their TAC Stock and Cassano’s basis in the Debenture are the same bases that they 
had previously in their partnership interest — retaining the potential for future gain recognition 
(and tax liability) when the TAC Stock or Debenture is sold. 

While it may be argued that the continuing Silverlight partners may have 
immediate tax consequences that are more favorable to them by having Silverlight make an 


If the assets were held directly, the adjustments to the bases of the Silverlight assets (i.e., increases) and to HS’ 
and CS partnership interest (i.e., decreases) would not have occurred. The U.S. Federal income tax 
consequences, however, which would result from the absence of such bases adjustments is wholly dependent on 
several facts including the timing of when the assets of Silverlight and HS and CS would be sold and the prices 
obtained when sold. Further, one would need to discount the proceeds on some future sale to present value to 
form an adequate comparison to the proceeds on a sale today and then compare the resulting U.S. Federal 
income taxes. Such analysis would not be based on anything but assumptions and thus not a valid method for 
comparing the amount of U.S. Federal income tax liabilities. 
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election to adjust the basis upward of the undistributed capital gain property in Silverlight, such 
an adjustment is wholly consistent with the intent of subchapter K- In the Transaction, 
Silverlight, prior to the TAC Transfers, owns assets (the TAC Stock and Debenture), the bases of 
which would be lost upon the distribution to HS, CS and Cassano without the adjustment 
provided for in section 734. This adjustment merely serves to preserve the basis that Silverlight 
had whilst retaining HS’, CS’ and Cassano’s potential gain from their appreciated interest in 
Silverlight and the concomitant Federal tax liability inherent in that interest. Consequently, this 
factor likely would not be present. 

The third factor is not present here, as no partner has a nominal interest in 
Silverlight. Further, no partner is substantially protected fi'om risk of loss from Silverlight’s 
activities. 


The fourth factor is present here. Many of the partners are related. 

The fifth factor relates to the allocation of partnership income. Each item of 
Silverlight’s income, gain, loss, or deduction is allocated in accordance with the interests in 
Silverlight, and each partner’s capital account is appropriately charged. There is no special 
allocation of any item of income, gain, loss, credit, or deduction inconsistent with section 704(b). 

The sixth factor is also not present here. There is no property that has been 
“nominally” contributed to Silverlight by any partner. Further, alt property contributed to 
Silverlight is owned by Silverlight, and no partner has in substantial part retained the benefits 
and burdens of ownership of the contributed property. 

Finally, the seventh factor is also not present. The benefits and burdens of 
ownership of Silverlight property will not be shifted to any distributee partner before or after the 
property is actually distributed. No ownership benefits or burdens with respect to the T AC Stock 
or Debenture were shifted to HS, CS and Cassano, respectively, either before or after 
September 2S, 2001, the date on which the TAC Stock and Debenture were distributed to HS, CS 
and Cassano, respectively. Until that date, Silverlight bore all risk of loss with respect to its 
interest in TAC. At the time of the TAC Transfers, Silverlight completely relinquished the 
benefits and burdens of ownership of the TAC Stock and Debenture and HS and CS completely 
acquired the benefits and burdens of the TAC Stock transferred, and Cassano acquired the 
benefits and burdens of the Debenture transferred. 

Based on the foregoing, the Service likely would be unsuccessful were it to assert 
that the TAC Transfers and resulting basis adjustment are inconsistent with the intent of 
subchapter K. 

B. ABUSE OF ENTITY RULE. 

The other part of the Anti-Abuse Regulations, the abuse of entity rule in Treas. 
Reg. section 1.701-2(e), provides that the Service may treat a partnership as an aggregate of its 
partners “as appropriate to carry out the purpose of any provision” of the Code or Regulations. 
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However, this rule will not apply to the extent that; (a) a provision of the Code or Regulations 
prescribes the treatment of a partnership as an entity, and (b) entity treatment and the ultimate tax 
results, taking into account all the relevant facts and circumstances, are clearly contemplated by 
that provision. See Treas. Reg. section 1 .702-2(eX2). Thus, under Treas. Reg. section 1.701- 
2(e)(2), a partnership may not be so disregarded when a provision of the Code prescribes entity 
treatment for such a partnership and that treatment and the ultimate tax results, taking into 
account all relevant facts and circumstances, are clearly contemplated by that provision. 

Although there is no authority on point, as discussed above, the partnership 
provisions themselves (including the intent of subchapter K anti-abuse rules of Treas. Reg. 
section 1.701 -2(a)) contemplate the use of a partnership as a vehicle to permit taxpayers to 
conduct joint activities. Section 722 by its terms contemplates that a partner’s tax basis in the 
partner’s partnership interest is determined with reference to the tax .basis of property contributed 
by the partner; and the partnership provisions contemplate that there can be disparities between a 
partner’s tax basis in its partnership interest and the partnership’s tax basis in its assets (see, e.g., 
section 754). In addition, both the Code and Regulations provide that when a partnership makes 
a distribution to a partner in exchange for that partner’s interest (1) the partner will only have 
gain if and to the extent the partnership distributes money, and (2) the partner will obtain a 
substituted basis in the distributed property substituting the basis the partner had formerly in its 
partnership interest for the basis of the distributed property regardless of the partnership’s basis 
in, or fair market value of, the distributed property. The Code specifically addresses this 
potential disparity by authorizing basis adjustments (both increases and decreases) pursuant to 
section 734 if the partnership so elected to make the adjustments. Furthermore, the examples 
contained in Treas. Reg. section 1.701-2(f) relate to the use of a partnership to gain advantage 
of its entity status outside of subchapter K. Consequently, the Service likely would not be 
successful were it to attempt to disregard Silverlight as an entity under Treas. Reg. section 1.701- 
2(e). 

VI. THE TRANSACTION SHOULD NOT BE DISREGARDED. 

The Service may argue that Silverlight’s ownership of TAC should be disregarded 
because; (1) the period of ownership is too brief a time to be treated as real ownership, or (2) it 
is merely a “step” to be integrated with the other “steps” under the step transaction doctrine. If 
the Service were successful, and we do not believe it would be, HS. CS and Cassano would be 
treated as owning the TAC Stock and Debenture, respectively, from the beginning, and 
Silverlight’s adjustment to its undistributed partnership capital assets would be disregarded. 

A. BRIEF OWNERSHIP. 

Ordinarily, a taxpayer owns an asset for tax purposes if it has the “benefits and 
burdens of ownership” of that asset. Rev. Rul. 82-144, 1982-2 C.B. 34 provides: 

Although no absolute rule can be established to determine which 
party to a transaction will be considered the owner of the property 
involved in all situations because of the factual nature of the issue. 
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as a general rule the party to the transaction that bears the 
economic burdens and benefits of ownership will be considered the 
owner of the property for Federal income tax purposes. In making 
the determination of which party bears the economic burdens and 
benefits of ownership, two significant factors of ownership are: 

(1) which party to the transaction has the right to dispose of the 
property; and (2) which party bears the risk of profit or loss with 
respect to the property. (Citation omitted.) 

Thus, in the Ruling, the taxpayer was held to own a tax-exempt bond even though 
he had simultaneously acquired a right to put the bond to the seller. During the time Silverlight 
owned the TAC Stock and Debenture, it had the benefits and burdens of ownership of that stock 
interest and obligation. HS and CS did not have the benefits and burdens of owning the TAC 
Stock since they had no right to share in the appreciation or depreciation of TAC. Since TAC’s 
assets, (i.e., the interest in TTP, which in turn held publicly traded securities) were volatile, 
Silverlight’s right to share in appreciation or depreciation, even for a brief period, cannot be said 
to be illusory. Likewise, Cassano did not have the benefits and burdens of owning the Debenture 
prior to the TAC Transfers since it had no right to receive any interest payments or to dispose of 
the property. Silverlight was holding the Debenture for its own benefit and was free to dispose 
of the obligation at any time, and it, further, bore the risks of nonpayment on the obligation. 
Therefore, under the standard of Rev. Rul. 82-144, Silverlight, not HS and CS, should likely be 
treated as owning the common interest in TAC until it was distributed to HS and CS in complete 
redemption of their Silverlight partnership interests. Similarly, Silverlight, not Cassano, should 
likely be treated as owning the Debenture until it was distributed to Cassano in complete 
redemption of its Silverlight partnership interest. 

Moreover, the Ruling does not set out a minimum period for which the 
bondholder would need to own the bond to be considered its owner. In fact, the Ruling deals 
with short-term bonds (those with maturities of one year of less) and states, as a ground for the 
holding, that “all of the ‘puts’ are for periods substantially less than the life of the obligations to 
which they apply.” See also Intermountain Lumber Co. v. Comm'r, 65 T.D. 1025 1031-32 
(1976): 

A determination of “ownership,” as that term is used in 
section 368(c) and for purposes of control under section 351, 
depends upon the obligations and freedom of action of the 
transferee with respect to the stock when he acquired it from the 
corporation. Such traditional ownership attributes as legal title, 
voting rights, and possession of slock certificates are not 
conclusive. If the transferee, as part of the transaction by which 
the shares were acquired, has irrevocably foregone or relinquished 
at that time the legal right to determine whether to keep the shares, 
ownership in such shares is lacking for purposes of section 351. 

By contrast, if there are no restrictions upon freedom of action at 
the time he acquired the shares, it is immaterial how soon 
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thereafter the transferee elects to dispose of his slock or whether 
such disposition is in accord with a preconceived plan not 
amounting to a binding obligation . (Emphasis added.) (Citations 
omitted.) 

B. STEP TRANSACTION DOCTRINE. 

In determining whether various “steps” of a transaction should be integrated, the 
courts have articulated three different formulations of the step transaction doctrine: the “binding 
commitment” test, the “interdependence” test, and the “end result” test. See Penrod v. Comm V, 
88 T.C. 1415, 1429 (1987). Under the “binding commitment” test, a series of transactions are 
integrated only if there is a binding legal commitment to undertake each of the steps. See 
Comm'r v. Gordon, 391 U.S. 83, 96 (1968). Under the “interdependence” test, a series of 
transactions are integrated only if the steps are “so interdependent that the legal relations created 
by one transaction would have been fruitless without a completion of the series.” Manhattan 
Building Co. v. Comm'r, 27 T.C. 1032, 1042 (1957), acg. 1957-2 C.B. 5. However, the test does 
not apply where each step has independent economic significance. See Redding v. Comm V, 630 
F.2d 1169 (7th Cir. 1980), cert, denied, 450 U.S. 913 (1981); Rev. Rul. 79-250, 1979-2 C.B. 
256, modified. Rev. Rul. 96-29, 1996-1 C.B. 59 (adding that each step must be “undertaken for 
valid business purposes and not mere avoidance of taxes”). The “end result” formulation 
integrates a series of transactions into a single transaction “when it appears that they were really 
component parts of a single transaction intended from the outset to be taken for the purpose of 
reaching the ultimate result.” King Enterprises, Inc. v. United States, 418 F.2d 51 1, 516 (Ct Cl. 
1969) (citation omitted). 

Since Silverlight was under no binding commitment to distribute the TAC Stock 
and Debenture to HS, CS, and Cassano, in exchange for their partnership interests, the “binding 
commitment” test does not apply by its terms.^ Since Silverlight’s ownership of TAC has 
independent economic significance — considerable, given the apparent volatility of TAC’s 
assets — the “interdependence” test likely would not apply either. 

The “end result” test might appear to apply here in its literal formulation. 
However, for the following reasons, it likely would not apply. First, at least some courts have 
indicated, and at least one commentator maintains, that the test, like the “interdependence” test, 
applies only to “steps” that have no independent economic significance. See McDonald 's of 
Zion V. Comm 'r, 76 T.C. 972 (1981), rev'd sub. nom., McDonald's of Illinois, Inc. v. Comm V, 
688 F.2d 520 (7th Cir. 1982); True v. United States. 190 F.3d 1 165 (10th Cir. 1999); Bowen, The 
End Result Test, 72 Taxes 722, 723 (1994). See also Norwest Corp. v. Comm'r, 108 T.C. 265 


The Service might also assert that Silvcrligbt’s formation and distribution of TAC should be recast as a 
distribution of cash to HS and CS followed by HS’ and CS’ acquisition of TAC. However, since Silverlight 
was under no binding commitment to distribute TAC, the "binding commitment” test does not apply. Also, the 
Service agrees that the step transaction doctrine does not petmil the mere reordering of existing steps. See Rev 
Rul. 78-197, 1978-1 C.B. 83. 
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(1997), in which the Tax Court noted that “a step in a series of transactions or in an overall 
transaction that has a discrete business purpose and a discrete economic significance, and that 
appropriately triggers an incident of Federal taxation, is not to be disregarded. Further, the 
simultaneous nature of a number of steps does not require all but the first and the last (or ‘the 
start and finish’) to be ignored for Federal income tax purposes.” Id. at 302 (quoting G.M 
Trading Corp. v. Comm’r, 106 T.C. 257, 267 (1996), supplementing 103 T.C. 59 (1994), rev'd 
on other grounds, 121 F.3d 977 (5th Cir. 1997)). This potential limitation reflects the reality that 
the test should not be applied literally because if it were, it would apply to substantially all 
business transactions that, for purely business reasons, are consummated in segments. 

Second, the “end result” test cannot be used to disregard ownership, even 
“transitory,” by a true owner for tax purposes. This principle is confirmed by Esmark, Inc. v. 
Comm'r, 90 T.C. 171 (1988), ajf'd in an unpublished opinion, 886 F.2d 1318 (7th Cir. 1989), 
where the court respected arguably transitory stock ownership in the process of rejecting the 
Service’s attempt to apply the end result test. Esmark arose under the pre-1986 version of Code 
section 311, under which a corporation recognized no gain or loss if it distributed stock of a 
controlled subsidiary in redemption of its own stock. Mobil wished to acquire the stock of 
Esmark’s subsidiary, Vickers. Esmark agreed that if Mobil executed a public tender for Esmark 
shares, Esmark would exchange Vickers shares for its own shares at a fixed ratio. The tender 
was successful and the exchange consummated — a matter of hours later. The Service, citing 
a number of cases that applied the “benefits and burdens” test to determine ownership, argued 
that Mobil’s ownership of Esmark’s stock was “too transitory to be recognized for tax purposes,” 
and that the transaction should be recharacterized, under the step transaction doctrine, as if 
Esmark had sold Vickers stock to Mobil for cash and used that cash to redeem its shares. The 
Tax Court stated: 

In claiming that Mobil was not a stockholder upon purchasing 
petitioner’s shares pursuant to the tender offer, respondent fails to 
identify anyone other than Mobil as the “true owner” of the shares. 

Petitioner’s tendering public shareholders surrendered all incidents 
of ownership upon the closing of the tender offer. They sold put. 

Petitioner’s former shareholders could no longer vote their shares, 
receive dividends, or sell to anyone else. Most importantly, they 
could no longer resist petitioner’s disposal of its energy segment or 
its redemption of over 50% of its outstanding stock. As respondent 
acknowledges in his brief, “The Esmark shareholders occupied the 
role of outsiders to the exchange [of Vickers for Mobil’s Esmark 
shares] without any power to alter or affect the disposition of the 
Vickers stock.” Mobil, not petitioner’s former shareholders, thus 
enjoyed one of the most important attributes of ownership, to wit, 
the right to receive distributions of corporate assets. Mobil, not 
petitioner’s former shareholders, was the beneficial as well as the 
legal owner of petitioner’s stock. 
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90 T.C. at 193-94. 

Silverlight possessed far greater incidents of tax ownership of its interest in TAC 
than did Mobil in Esmark, because the value of this interest was not fixed. Applying the same 
rationale as in Esmark, Silverlight should be treated as owning the TAC Stock and Debenture. If 
Silverlight did not own the TAC Stock, the only possible owners would be HS and CS, and HS 
and CS plainly did not since Silverlight, not HS and CS, was entitled to all the appreciation, and 
bore all of the risk of depreciation attributable to owning the TAC Stock. Likewise, if Silverlight 
did not own the Debenture, the only possible owner would be Cassano, and Cassano plainly did 
not since Silverlight bore all the benefits of holding this obligation and bore the risks of 
nonpayment on the obligation. 

The Service might argue that one of the formulations of the step transaction 
doctrine should apply because Silverlight is effectively compelled to distribute the TAC Stock to 
HS and CS and the Debenture to Cassano. Even assuming that an “economic compulsion” 
doctrine exists, the argument is factually flawed. No economic considerations compelled 
Silverlight to distribute the TAC Stock and Debenture. To the extent Silverlight was compelled 
to distribute the TAC Stock to HS and CS and the Debenture to Cassano, this “compulsion” 
comes into play only in exchange for HS’, CS’ and Cassano’s partnership interests in Silverlight. 
When Silverlight formed TAC, there was no absolute certainty that TAC would acquire an 
interest in TTP and furthermore no concrete certainty that HS’, CS’ and Cassano’s Silverlight 
interest would be redeemed for property, namely, the TAC Stock and Debenture. Moreover, as 
Bowen states in his article. The End Result Test: 

[I]t is submitted that: 

(1) In the absence of any binding commitment, the individual 
steps in a multi-step corporate stock transaction should not 
be stepped together or collapse4 unless they are mutually 
interdependent 

(2) Such individual steps should not be regarded as mutually 
interdependent if they have independent economic 
significance .... 

(3) If a party to a particular transactional step has obtained or 
parted with the traditional benefits and burdens of stock 
ownership, this should be a sufficient reason for concluding 
that such step has independent economic significance. 

. . . There may be circumstances in which some form of 
economic compulsion — other than a binding 
commitment — makes the completion of later steps 
extremely likely, if not a foregone conclusion. . . . 
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The concept of economic compulsion is introduced because 
it logically extends, and protects the integrity of, the 
position taken herein, not because there is any (clear) 
authority supporting it. If the concept is valid, however, it 
should be narrowly construed, so as to avoid the 
openendedness characteristic of the end result test .... 

[T]he concept of economic compulsion should not include 
such things as . . . consistent with Gregory, the likely 
consequences of potentially applicable Federal income tax 
rules. 

72 Taxes at 727. Accordingly, Silverlight’s ownership of TAG likely should not be disregarded 
as “transitory.” 

Vn. OTHER POTENTIAL LIMITATIONS ON THE TRANSACTION. 

A. SHAM TRANSACTION DOCTRINE. 

The Joint Committee on Taxation, Background and Present Law Relating to Tax 
Shelters (JCX-19-02), March 19, 2002 (“JCT Report’'), describes sham transactions as “those in 
which the economic activity that is purported to give rise to the desired tax benefits does not 
actually occur. ’ According to the JCT Report, the sham transaction doctrine has two facets, 

‘ shams in fact” and “shams in substance,” which have been described as follows: 

Courts have recognized two basic types of sham transactions. 

Shams in fact are transactions that never occur. In such shams, 
taxpayers claim deductions for transactions that have been created 
on paper but which never took place. Shams in substance are 
transactions that actually occurred but which lack the substance 
their form represents. 

United Parcel Service of America. Inc. v. Comm 'r, 78 T.C.M. (CCH) 262 at n.29 (1999), rev’d, 
254 F.3d 1014 (11th Cir. 2001) (citing Kirchman v. Comm'r. 862 F.2d 1486, 1492 (11th Cir! 
1989), ajf g Glass v. Comm'r, 87 T.C. 1087 (1986)). The Transaction likely would not 
constitute one or more shams in fact,’* because every component of the Transaction, with its 
own set of legal significance, did, in fact, occur as described in the Facts section of this letter. 

The JCT Report cites Yosha v. Comm'r, 861 F.2d 494 (7th Cir. 1988) as an 
example of the sham in substance” aspect of the doctrine. In Yosha, the taxpayers entered into a 
series of transactions on the London Metals Exchange (“LME”) that were not “shams in fact” 
because, as a legal and factual matter, they occurred. However, the taxpayers were fully 
protected against loss through arrangements by the promoter with the LME brokers, and the 
transactions were structured so that the taxp^ers could not earn a profit from them, i.e., as an 
economic matter the trades were voided.” Thus the taxpayers were in the position of 
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economically, or “in substance,” never having entraed into the transactions. A similar analysis is 
applied in determining whether a taxpayer is the owner of a particular asset for tax purposes. 
TTius, if the taxpayer has none of the economic risks or benefits of an owner, the taxpayer would 
ordinarily not be treated as the owner, i.e., the taxpayer’s economic ownership is voided and 
could be viewed as a “sham in substance.” With respect to the amount of risk a taxpayer must 
endure, however, in lES Industries, Inc. v. United States, 253 F.3d 350 (8th Cir. 2001),^’^ the 
Eighth Circuit Court of Appeals stated; 

We are not prepared to say that a transaction should be tagged a 
sham for tax purposes merely because it does not involve excessive 
risk. 

Id. at 355. Further, the court did allow the taxpayer tax benefits which resulted from the 
transactions at issue, holding that: 

The fact that [the taxpayer] took advantage of duly enacted tax 
laws in conducting [the transactions] does not convert the 
transactions into shams for tax purposes. 

Id. at 356 (footnote omitted). See also Compaq Computer Corp. v. Comm'r, 277 F.3d 778 (5*' 
Cir. 2001), rev g 1 13 T.C, 214 (1999) (the Fifth Circuit, in. an ADR transaction identical to the 
transaction in lES Industries, agreed with the Eighth Circuit that as a matter of law the ADR 
transaction was not a sham for tax purposes). 

In the situation herein, neither Silverlight nor HS, CS or Cassano entered into 
arrangements that voided the economic effects of the Transaction. Moreover, Silverlight’s 


Because the arrangements to protect against loss were made by the promoter, the court did not address the effect 
of bona fide hedging transactions with unrelated parties. Hedges provided by a party involved in the 
transactions were also viewed as a negative factor in ACM Partnership v. Comm 'r, 73 T.C.M. (CCH) 2189 
(1997), ajfd in part and rev'd in part, 157 F.3d 231 (3d Cir. 1998), cert, denied, 526 U.S. 1017 (1999). 

In lES Industries, the taxpayer, an investor owned electric utility company, entered into American Depository 
Receipt (“ADR”)** trading opportunities identified by a securities broker. The taxpayer purchased select 
ADRs of companies that had announced dividends with a settlement date before the record date for such 
dividends, causing the taxpayer to be the actual owner of the dividends on the record date. Once the right to the 
dividends accrued to the taxpayer, the taxpayer immediately sold the ADRs back to the counterparty with a 
settlement date of the transaction occurring after the record date for the dividends. The cost of the ADRs 
purchased by the taxpayer (with dividend rights attached) was greater than the price at which the taxpayer 
resold the ADRs back to the counteiparty, resulting in capital losses to the taxpayer. These losses were 
intended by the taxpayer to be carried back to previous tax years in order to offset capital gains it had incurred 
from sales of stock and thus to obtain a Federal income tax refund from those years. The taxpayer also claimed 
foreign tax credits and certain deductions for interest, commissions, and foreign income tax withheld as a result 
of tlte transactions. 

** An ADR is a publicly traded security or receipt that represents a share of a foreign 

coiporation held in trust by a U.S. bank, and which is fully negotiable in U.S. dollars. 
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election to increase the basis of its undistributed property after the complete redemption of HS , 

CS’ and Cassano’s partnership interest was in conformity with duly enacted tax laws. 
Consequently, the Transaction likely would not constitute a “sham in substance. 

B. ECONOMIC SUBSTANCE AND BUSINESS PURPOSE 
DOCTRINES. 

The JCT Report notes: 

In its common application, the courts use business purpose (in 
combination with economic substance . . . ) as part of a two-prong 
test for determining whether a transaction should be disregarded 
for tax purposes: (1) the taxpayer was motivated by no business 
purpose other than obtaining tax benefits in entering the 
transaction, and (2) the transaction lacks economic substance. 

JCT Report (footnote omitted). This language mirrors that of the Fourth Circuit in Rice 's Toyota 
World, Inc. v. Comm >, 752 F-2d 89 (4th Cir. 1985).“*' ConsequenUy. to determine whether the 
Transaction will be respected one needs to test the transaction under each prong. The 
Transaction will not be respected for Federal income tax purposes only if it fails both prongs, 
i.e., the Transaction lacks both business purpose and economic substance. 

For a transaction to have a business purpose, the taxpayer must have a business or 
commercial reason to engage in the transaction without regard to tax benefits. See Friedman v. 
Comm'r, 869 F,2d 785, 792 (4th Cir. 1989); Rice's Toyota World, Inc. v. Comm’r, supra. In 
addition, a transaction may not be respected for tax purposes unless it has economic substance 
separate and distinct from the economic benefit derived from tax reduction. See Gregory v. 
Helvering, 293 U.S. 465 (1935). However, a transaction should be respected if it has “economic 
substance which is compelled or encouraged by business or regulatory realities, is imbued with 
tax-independent considerations, and is not shaped solely by tax-avoidance features that have 
meaningless labels attached.” Frank Lyon Co., 435 U.S. 561 , 583-84 (1978). 

In Winn-Dixie Stores, Inc. v. Comm'r, 113 T.C. 254 (1999), affd, 254 F.3d 1313 
(11th Cir. 2001), the court disallowed interest deductions on policy loans in a corporate-owned 
life insurance (COLI) program that insured the lives of approximately 36,000 workers. The 
program resulted in a pre-tax loss for the taxpayer. The taxpayer argued that the program 
(i) enabled it to fund costs of one of its benefit programs and (ii) increased the benefits it could 
offer to its employees. As to (i), the court found no contemporaneous evidence that the taxpayer 
had purchased the COLI policies to provide such funding; found that the COLI policies were not 
designed to fund such benefits; found that the taxpayer’s CFO never told the entity that was 


48f treat a transaction as a sham, the court must find that the taxpayer was motivated by no business purposes 
other than obtaining tax benefits in entering the transaction, and that the transaction has no economic substance 
because no reasonable possibility of profit exists.” 752 F.2d at 91 (citations omitted). 
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planning the COLI transactions that the purpose was to fund the benefit program; and found that 
projections showed that the cash flow from the program was needed to pay future interest and 
premiums as opposed to being available to fund the benefits plan. As to (ii), the court found that 
the described additional benefits were not related to the COLI program. 

However, in lES, the Eighth Circuit Court of Appeals found that the ADR trades 
had both economic substance and business purpose, and noted that the taxpayer “did its 
homework before engaging in the transactions” by meeting with the securities broker’s 
representatives, consulting with outside accountants and securities counsel, and studying the 
materials provided. 253 F.3d at 355. 

.In Compaq, the Tax Court had held that Compaq’s engagement in the ADR 
transaction lacked economic substance and a non-tax business purpose, and therefore should be 
disregarded for Federal income tax purposes. Among the factors the Tax Court took into account 
was that the officer of Compaq in charge of the investments made no inquiry into the commercial 
aspects of the transactions. The taxpayer had entered into the ADR transactions in part to offset 
a large capital gain that it previously recognized. The Fifth Circuit, however, noted that this 
motive was not relevant in determining whether there was a business purpose for a transaction, 
stating that “even assuming that Compaq sought primarily to get otherwise unavailable tax 
benefits in order to offset uruelated tax liabilities and unrelated capital gains, this need not 
invalidate the transaction.” Id. at 786. In particular, the court noted: 

[T]he fact that Compaq had a large uruelated capital gain in 1992 
does not mean that Compaq had an impermissible motive in 
seeking to engage in the transaction. The capital gain, of course, 
made it possible for Compaq to obtain an otherwise unavailable tax 
benefit from the ADR transaction by offsetting its capital losses 
from the transaction against the gain .... Put otherwise, the 
availability of a capital gain against which to offset the capital 
losses from the ADR transaction was a necessary precondition to 
the profitability of the transaction on an after-tax basis. A sertsible 
taxpayer would have engaged in such a transaction only if it has a 
capital gain against which to offset the capital losses that the 
taxpayer knew would result from the transaction. All this is 
uruemarkable and is no evidence that Compaq had an 
impermissible motive. 


Id. at 786 n.8. 


The common thread in these cases is that to have the requisite business purpose to 
support the tax benefits, there must be a commercial reason for engaging in the transactions, the 
transactions must be consistent with such reason, aird such reason must be supportable by 
contemporaneous evidence, including a showing that the transactions were handled in a 
business-like manner. 
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In United Parcel Service of America, Inc. v. Comm'r, 78 T.CJ^l. (CCH) 262 
(1999), rev’d, 254 F.3d 1014 (11th Cir. 2001), the taxpayer engaged in a structure the Tax Court 
found was an attempt to avoid tax on fees by restructuring them as insurance premiums paid to a 
captive insurance company. Economically, the taxpayer was in substantially the same position 
as before the restructuring. The taxpayer argued that (i) it was required to restructure the 
payments because they would otherwise violate restrictions under state insurance laws; (ii) it 
intended to create a new reinsurer that could become a full-line insurer; (iii) by removing the fees 
from its operating ratios it could obtain larger rate increases than had it received the fees directly; 
and (iv) it had protected its transportation business from the risk of increased liabilities. 
However, the Tax Court found that the taxpayer offered no credible evidence that the 
restructuring would, in fact, achieve goals (i), (iii), and (iv). The court also found that goal 
(ii) could have been accomplished by merely making an investment in such a reinsurer. 

The Eleventh Circuit reversed the Tax Court and held that the restructuring had 
the requisite business purpose and economic substance necessary to be respected for tax 
purposes. The court reasoned that: 

It may be true that there was little change over time in how the 
[restructured] program appeared to customers. But the tax court’s 
narrow notion of “business purpose” — which is admittedly 
implied by the phrase’s plain language — stretches the economic- 
substance doctrine farther than it has been stretched. A “business 
purpose” does not mean a reason for a transaction that is free of tax 
considerations. Rather, a transaction has a “business purpose,” 
when we are talking about a going concern like [the taxpayer], as 
long as it figures in a bona fide, profit-seeking business. This 
concept of “business purpose” is a necessary corollary to the 
venerable axiom that tax-plaiming is permissible. The Code treats 
lots of categories of economically similar behavior differently. For 
instance, two ways to infuse capital into a corporation, borrowing 
and sale of equity, have different tax consequences; interest is 
usually deductible and distributions to equityholders are not. 

There may be no tax-independent reason for a taxpayer to choose 
between these different ways of financing the business, but it does 
not mean that the taxpayer lacks a “business purpose.” To 
conclude otherwise would prohibit tax-plarming. 

254 F.3d at 1019 (citation omitted). The Eleventh Circuit, while noting that the restructuring 
transaction at issue was “sophisticated and complex,” nevertheless emphasized that “its 
sophistication does not change the fact that there was a real business that served the genuine need 
for customers to enjoy loss coverage and for [the taxpayer] to lower its liability exposure.” Jd. at 
1020 . 
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In the instant case, Silverlight’s formation of TAC and its acquisition of the TAC 
Stock and the Debenture were effected for valid non-tax business reasons. The formation of 
TAC to acquire Bamville’s membership interest in TTP addressed HS’ concerns over his and 
CS’ potential exposure for TTP’s liabilities and for Silverlight’s liabilities under the Credit 
Agreement in the event the TAC Transfers occurred. In addition, the formation of TAC for its 
acquisition of Bamville’s interest in TTP also addressed MK’s concerns over Silverlight’s 
potential exposure for TTP’s liabilities if it had directly acquired the TTP interest, and for 
potential exposure for liabilities that could arise out of the acquisition itself of TTP. The 
acquisition of the Debenture by Silverlight facilitated the complete redemption of Cassano’s 
partnership interest in Silverlight, which in turn supported HS’ and CS’ estate planning 
objectives. Silverli^t’s acquisition of the Debenture also addressed MK’s concerns over the 
extent of the assets that would ultimately be available to satisfy Cassano’s tight to receive a fixed 
return on its investment in Silverlight. These reasons should likely satisfy any business purpose 
and economic substance argument for Silverlight forming TAC and acquiring the Debenture and 
TAC Stock, and, in turn, TAC purchasing the interest in TTP. 

C. SECTION 269 SHOULD NOT APPLY TO DISALLOW 

THE INCREASE TO THE ADJUSTED BASIS OF 

SILVERLIGHT’S PROPERTY UNDER SECTION 734(b)(1)(B). 

Section 269 applies to limit a taxpayer’s deduction, credit, or other allowance that 
arises from certain transactions the principal purpose for which is the evasion or avoidance of 
Federal income tax by securing the benefit of a deduction, credit, or other allowance that the 
taxpayer might not otherwise enjoy. 

Section 269(a)(1) applies to transactions in which one or more persons acquire 
control of a corporation directly or indirectly, principally for the prohibited tax avoidance or 
evasion purpose. Control for this purpose is the ownership of stock possessing at least 50% of 
the total combined voting power of all classes of stock entitled to vote or at least 50% of the total 
value of all shares of the corporation. An acquisition of control includes the incorporation of a 
new corporation. See Borge v. Comm V, 405 F.2d 673 (2d Cir. 1968). 

Under the Regulations, the principal purpose of an acquisition is to evade or avoid 
Federal income tax if the purpose to evade or avoid Federal income tax exceeds any other 
purpose in importance. Treas. Reg. section 1.269-3(a). The Regulations explain the 
circumstances under which a deduction, credit or other allowance becomes unavailable by 
providing: 


Characteristic of such circumstances are those in which the 
effect of the deduction, credit, or other allowance would be to 
distort the liability of the particular taxpayer when the essential 
nature of the transaction or situation is examined in the light of the 
basic purpose or plan which the deduction, credit, or other 
allowance was designed by the Congress to effectuate. 
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Treas. Reg. section 1.269-2(b). 

It is difficult to imagine that the Service would apply section 269 to the formation 
of TAC by Siiverlight in order to disallow the basis adjustment to Silverlight’s property under 
section 734(b)(1)(B), an elective adjustment wholly consistent with subchapter K. The Service 
would have to argue that the principal purpose for the formation of TAC was to enable 
Siiverlight to evade or avoid Federal income tax by securing the ability to make a section 734(b) 
basis adjustment to its undistributed property on the distribution of TAC. We understand that 
Siiverlight formed TAC to acquire a 99% interest in TTP and by structuring its acquisition 
through a C corporation insulated itself from any Uability arising from the direct ownership of 
TTP. Further, a corporation was HS’ principal entity of choice for conducting his business 
ventures. TAC was the appropriate structure to carry out HS’ investment strategy, while 
addressing the concerns of ie limited partners of Siiverlight. As discussed in the Facts, TAC 
gave Siiverlight added protection and, in addition, served to address the concerns of MK over 
Silverlight’s increased potential liability and exposure if it directly acquired the TTP interest. 
Thus, it appears imlikely that the principal motive in acquiring TAC was the evasion or 
avoidance of Federal income tax. Second, the basis adjustment merely serves to preserve the 
basis that Siiverlight had in its distributed property while retaining HS’, CS’ and Cassano’s 
potential gain from their appreciated interests in Siiverlight and the corresponding Federal 
income tax liability that would result on a future disposition of the TAC Stock and Debenture. 

As the Regulations provide, section 269 applies to limit an allowance (or 
deduction or credit) under circumstances in which the effect of the allowance would distort the 
liability of the taxpayer when the essence of the transaction or situation is looked at in light of 
Congress’ basic purpose for permitting the allowance. See Treas. Reg. section 1 .269-2(b). In the 
context of the rules regarding optional adjustments to the basis of partnership property, the 
partnership provisions clearly contemplate that there can be disparities between a partner’s tax 
basis in its partnership interest and the partnership’s tax basis in its assets. See sections 754 and 
734(b). The Code specifically addresses this potential disparity by authorizing basis 
adjustments, both increases and decreases, pursuant to section 734 if the partnership elected 
under section 754 to make the adjustments. Thus, given the purpose of section 734(b), it is 
difficult to see how the availability of the basis adjustment under section 734(b)(1)(B) would 
distort income to the level of income tax evasion or avoidance. 

Based on the foregoing, the Service likely would be unsuccessful were it to assert 
section 269 to disallow the increase to the adjusted basis of Silverlight’s property under 
section 734(b)(1)(B). 

Vin. OPINIONS. 

Based on the above discussion and analysis, and subject to the qualifications, 
representations, limitations and assumptions set forth herein, we are of the opinion that under 
current Federal income tax law, it is more likely than not that; 
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1. Except to the extent of the Equalization Payments, Silverlight did not 
recognize any income or gain as a result of the TAC Transfers. 

2. For purposes of section 751 (bXl), the TAC Transfers will not be 
considered a sale or exchange of property between Silverlight and any of 
its partners. 

3. Under section 731(aXl), no gain was recognized by any partner of 
Silverlight as a result of the TAC Transfers. 

4. The TAC Transfers did not constitute a distribution of money under 
section 731(c)(1). 

5. None of HS, CS or Cassano will be treated as recognizing gain under 
section 704(c)(l)(B)(i) as a result of the TAC Transfers. 

6. None of HS, CS or Cassano will be treated as recognizing gain under 
section 737(a) as a result of the TAC Transfers. 

7. Assuming a valid and timely section 754 election is made with its 
partnership tax return for the taxable year ended December 31, 2001, 
Silverlight is required under section 734(b)(1)(B) to increase the adjusted 
basis of its undistributed properties as a result of the TAC Transfers. 

8. Assuming a valid and timely section 754 election is made with its 
partnership tax return for the taxable year ended December 31, 2001, 
Silverlight will have in effect a section 754 election that is applicable to 
the TAC Transfers. 

9. The revocation of a prior section 754 election previously in effect does not 
impair Silverlight’s ability to file a new section 754 election for its taxable 
year beginning September 2, 2001 and ending December 31, 2001. 

10. The flush language in section 734(b), denying the application of 
section 734(b)(1)(B) to a distribution of an interest in a partnership with 
respect to which a section 754 election is not in effect, does not apply to 
the TAC Transfers. 

11. For purposes of determining the amount of Silverlight’s basis adjustment 
under section 734(b)(1)(B), Silverlight’s adjusted basis in the Debenture 
immediately before the TAC Transfers is increased by its basis adjustment 
under section 743(b) for the Original Block of Silverlight FFWW Stock 
with respect to Cassano. 
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12. Silverlight’s revocation of its prior section 754 election did not affect the 
basis adjustment of the Original Block of Silverlight FFWW Stock then in 
effect with respect to Cassano. 

13. The technical termination of Silverlight on September 1, 2001 under 
section 708(b)(1)(B) did not affect the basis adjustment of the Original 
Block of Silverli^t FFWW Stock then in effect with respect to Cassano. 

14. There is no adjustment to the basis of the TAC Stock and Debenture under 
section 732(d) prior to the TAC Transfers. 

1 5. For purposes of determining the amount of Silverlight’s basis adjustment 
trader section 734(bXl)(B), the bases of HS, CS and Cassano in their 
partnership interests in Silverlight do not include any basis increase for 
any amount treated under section 752(a) as a contribution of money 
attributable to the Loan. 

1 6. For purposes of determining the amount of Silverlight’s basis adjustment 
under section 734(b)(1)(B), assuming the Equalization Payments are 
payments for the purchase of a portion of the TAC Stock, such amounts 
are not included in the bases of HS’ and CS’ partnership interests in 
Silverlight in determining the basis under section 732(b) of the TAC 
Stock. 

17. Silverlight was the owner of the FFWW stock at the time of the TAC 
Transfers for purposes of allocating Silverlight’s basis increase under 
section 734(b)(1)(B) to its undistributed assets under section 755 and 
Treas. Reg. section 1 .755-l(c). 

1 8. Silverlight is not deemed to have disposed of the FFWW stock at the time 
of the TAC Transfers by reason of the Fox Option Exercise or the Disney 
Agreement. 

19. The TAC Stock, the Debenture and the FFWW stock constituted “capital 
gain property” under Treas. Reg. section 1 .755-1 (a) at the time of the TAC 
Transfers. 

20. With respect to rules potentially limiting or disallowing some or all of the 
Transaction: 

a. The sham transaction doctrine should not apply and, based on the 
representations of counsel for Silverlight, the Transaction should 
have the requisite business purpose and economic substance; 

b. The step transaction doctrine should not apply. 
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The Service should be unsuccessful were it to assert that 
Silverlight should be disregarded as an entity under Treas. Reg. 
section 1.701-2, or that the Transaction should otherwise be recast 
under Treas. Reg. section 1.701-2; and 

Section 269 should not apply to disallow ttie increase to the 
adjusted basis of Silverlight’s property under section 734(b){l)(B). 

The opinions set forth above are subject to the following qualifications, 
limitations and exceptions: no opinion is expressed regarding the tax treatment of the described 
Transaction for the purpose of any foreign, state or local income tax, or any tax other than the 
United States Federal income tax. Any misstatement of a material fact or omission of any fact 
that may be material or any change in any of the facts referred to may require a modification of 
all or part of our opinions. 

Our opinions are limited to matters expressly set forth herein, and no opinion may 
be applied or inferred beyond the matters so stated. The opinions expressed herein are based 
upon our interpretation of current law. The opinions expressed herein are not binding on the 
Service or the courts, and there can be no assurance that the Service and the courts will not take a 
position contrary to the opinions expressed herein. We do not undertake to advise you of any 
changes in law which may occur after the date hereof. The Code, the Regulations promulgated 
thereunder, and the administrative position of the Service are subject to change either 
prospectively or retroactively. Such changes could render certain or all of the opinions 
expressed herein inapplicable. 

Very truly yours, 

/SnpAJ duH^LiP 

Bryan Cave LLP 


Saban Capital Group, Inc. 
October 14, 2002 
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Haim Saban Representation Certificate 
for Silverligbt Enterprises. L.P. Federal Income Tax Opinion 

In connection with the opinion to be delivered by Bryan Cave LUP to Silverlight 
Enterprises, L.P. (“Silverlight”), and recognizing (1) that Bryan Cave LIP will rely upon the 
followir® representations in issuing its tax opinion (‘Tax Opinion”) to Silverlight, and (2) that 
the tax opinions set forth therein may not be accurate if any of the following representations are 
not accurate in all material respects, I, Haim Saban, hereby certify that the following 
representations are true, correct and complete to the best of my knowledge. 

Unless otherwise specihed, all capitalized terms used herein without definition shall have 
the meanings assigned to them in the Tax Opinion. 

1 . I have reviewed the “Facts” section of the Tax Opinion and the ‘Tacts” section accurately 
and completely describes all of the material transactions and discussions set forth therein. 

2. Toward the end of 1999, it had become clear to me that the overall business objectives of 
FBC and News were inconsistent with the steps that I felt were necessary to achieve the 
level of growth in FFWW that would justify holding such a large portion of my family 
net worth in FFWW stock. 

3. Although I commenced efforts to negotiate a restructuring of my relationship with FBC 
to alleviate problems resulting from our differing business objectives, I soon realized that 
I would also have to focus on ways to monetize at least a portion of the FFWW stock 
held by the Saban Shareholders in the event that I was unable to achieve a satisfactory 
resolution with FBC in a reasonable amount of time. 

4. I believed that monetization of the FFWW stock would yield two benefits: (i) provide a 
way to divenify my holdings, and (ii) allow me to capitalize on investment opportunities 
I believed to have greater return potential than the FFWW stock. 

5. Although I believed that the most obvious method of monetizing the FFWW stock was to 
exercise the Put Option, several reasons militated against this: 


Redacted By 

Permanent Subcommittee on Investigations 


DISCUSSION OF FACTORS MITIGATING 
AGAINST EXERCISE OF PUT OPTION 
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Redacted By 

Permanent Subcommittee on Investigations 


DISCUSSION OF FACTORS MITIGATING 
AGAINST EXERCISE OF PUT OPTION 


6. I believed that, althou^ the Sahan Shareholders theoretically bore no risk of decline in 
the value of FFWW after the valuation date under the Amended SSA, it would be 
difficult for a valuation given by an appraiser months or years after that date not to be 
tainted by a severe falloff in value of FFWW, even if the falloff in fact occurred after the 
valuation date. 

7. Throughout 2000, 1 continued to discuss various restructuring arrangements with FBC 
and began investigating other monetization possibilities with various financial 
consultants and institutions. 


1 found that financial institutions were generally open to monetizing my FFWW stock by 
making a full-recourse loan to me secured by a pledge of my FFWW stock; however a 
pledge of the my FFWW stock was prohibited by the No-Lien Clause. In additi on, 1 was 
seeking to reduce ray personal exposure for borrowed money, not increase it. ] 



I w as advised that I in ight be able to borrow money, j 

on a non-recourse or limited-recourse basis by pledging the assets 
purchased with the borrowed funds. 


10. I believed that I had exhausted, without success, every avenue to resolve the situation 
with FBC as the December 3 1 , 2000, deadline approached for giving notice of exercise of 
the Put Option. 

1 1 . During the 1 990s, Silverlight and I were significantly underweighted in our exposure to 
the publicly traded technology sector, having persistently avoided it as overpriced, 
overhyped and excessively volatile; however after the decline at the beginning of 2001, 1 
believed that the sector presented genuine short-term buying opportunities. 

12. 1 believed that TAC had a bona fide opportimity to make a significant short-term profit 
with respect to its ownership of an interest in TTP, even after takmg into account all 
transaction costs and the cost of the Collar. 


1 3. Due to the volatility of the technology stocks, I had no interest in holding a portfolio of 
such stocks for any length of time; on the contrary, I believed that the current stock 
market decline coupled with the volatility presented a prudent opportunity to make a 
short-term profit in this sector. 
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14. After the exercise of the Call Option, there was virtually no progress toward a 
determination of the purchase price for the Saban Shareholders’ FFWW stock. I had 
numerous fundamental disagreements with KBC over the proper interpretation of the 
defimtion ‘Tair Market Value” in the SSA, including the appropriate valuation 
methodology. Thus, I began to intensify my efforts to find a monetization mechanism for 
my FFWW stocL 

15. I favored the idea of the Collar because it brought the overall risk of owning the Portfolio 
down while still retaining potential for significant short-term return on the investment in 
the Portfolio. 


1 6. During the Spring and into the Surmner of 200 1, MK and I had numerous meetings and 

conversations aboud^^H||MH^I|^l|^H^^Hsj]verligbt’s possible purchase 
of the TTP interest. 


17. After FBC decided in May 2001 to seek a third party purchaser for FFWW rather than 
purchase the shares of the Saban Shareholders, I believed that a monetization of the 
Saban Shareholders’ FFWW stock became even more important because it was 
absolutely certain that no attention or energy on the part of FBC would be given to the 
Appraisal Mechanism during the period for the solicitation of buyers. If no buyers 
emerged during this period, the Appraisal Mechanism would be reinstated and FBC 
would be no closer to effeemating the purchase of the Saban Shareholder’s FFWW shares 
and at least another year would have elapsed. 

1 8. In July 2001 , Murdoch and I met with Eisner at an annual industry conference to discuss 
Dicey’s possible acquisition of all of FFWW. At the conclusion of the meeting, Eisner 
acting on behalf of Disney made an offer to purchase all of the outstanding common 
stock of FFWW and the Fox Notes held by an FBC affiliate for a certain amount of cash. 

19. Sigmficant domestic and foreign regulatory approvals were required prior to the 
consummation of the sale of FFWW stock to Disney the timing of which was beyond my 
knowledge and control. Thus, my liquidity and ability to diversify my investments 
continued to be illusory. 

20. After the events of September 1 1 , 2001 , the consummation of the sale of FFWW to 
Disney became very uncertain. 


21 . 


^^n^ontinued our discussions in the Summer of 2001 to resolve the various issues 
mmillB regarding a purchase by Silverlight of Bamville’s interest in TTP. These 
discussions made it increasingly clear to both of us that it was in all of the parties’ best 
interests for CS and my interests in Silverlight to be somehow severed from the interests 
of the other limited partners, with a commensurate division of the partnership assets. 


22 . 
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DISCUSSION OF ISSUES REGARDING 
ORGANIZATION AND OBLIGATIONS OF 
SILVERLIGHT PARTNERS 


24. I raised the question with MK, who 1 understand raised it with Quellos, of whether the 
interest in TIP would be pledged to HSBC after its distribution to CS and me, and if so, 
whether the distribution could cause CS and me to be viewed as having personally 
assumed liability for the Loan. 

25. MK and I agreed that Bamville’s interest in TIP should be acquired by a new wholly- 
owned entity of Silverlight to which Silverlight would contribute the proceeds fiom the 
Loan, and we both thought that the new entity should not take the form of a limited 
liability company but instead be formed as a corporation. I was especially adamant in 
this regard because I was almost entirely unfamiliar with the limited liability company 
form of entity, having rarely utilized one to carry on any of my own business enterprises. 

26. I had almost always operated my businesses in the U.S. through corporations, beginning 
with Saban Productions, Inc. in 1983, and sole proprietorships. One exception may be 
Fox Kids Worldwide, LLC, althoughitwasjointly owned with the Fox entities. 

27. After CW received confirmation firom HSBC that it would agree in principle to make a 
loan to Silverlight in accordance with the outlines of Quellos’ plan, I began work with 
CW to effectuate the structure to accomplish my goals and objectives. 

28. Ibelieved that the value of Silverlight’s assets plus the value of SlSl’s assets were 
sufficient to satisfy Silverlight’s obligations. 

29. I had acquired ray partnership interest in Silverlight through partnership distributions 
fi-om Glass Wave, Merlot and Quartz, hr August 2000, Merlot and Quartz each 
transferred all of their assets and liabilities to Silverlight, and as part of the same plan 
they each liquidated and distributed their interests in Silverlight to their partners 
(including me); on September 1, 2001, Glass Wave was liquidated and the Silverlight 
interest it held was distributed to its partners (including me). 

30. The transfer of the TAC Stock from Silverlight to me on September 28, 2001 , was in 
complete redemption of my partnership interest in Silverlight 

3 1 . Silverlight did not make any cash payments to me as part of the redemption of my 
partnership interest in Silverlight The transfer of the TAC Stock to me was the only 
distribution made by Silverlight to me in liquidation of my interest in Silverlight. 

32. I have never contributed any property to Silverlight 
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33. On December 28, 2001 , pursuant to the HS Redemption Agreement, I made an 
Equalization Payment to Silverli^t, plus intaest, in the total amount of $18,719,279. 
The Equalization Payment paid by me to Silvarlight was for a portion of tbe TAG stock 
in excess of the fair market value of my interest in Silverli^t that was redeemed. 

34. 5 1 6 1 is my wholly owned S corporation. 

35. I am a U.S. citizen and my taxable year is the calendar year. 


IN WITNESS WHEREOF, I have signed this Representation Cratificate this fj day of 

0 (fa li , 2002. 

J jQ^ -- 

Witness 
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Cheryl Saban Representation Certificate 
for Silverlight Enterprises. L.P. Federal Income Tax Opinion 

In connection with the opinion to be delivered by Bryan Cave LLP to Silverlight 
Enterprises, L.P. (“Silverlight”), and recognizing (1) that Bryan Cave LLP will rely upon the 
following representations in issuing its tax opinion (“Tax Opinion”) to SilvaJi^t, (2) that 
Cheryl Saban has received certain representations from European American Investment 
Corporate Services Limited (“Euram”), a copy of which is attached hereto as Exhibit A, which 
she is relying upon in making her representations in number 1 1 below, and (3) that the tax 
opinions set forth therein may not be accurate if any of the following rqrresentations are not 
accurate in all material respects, Cheryl Saban hereby certifies that the following representations 
are true, correct and complete to the best of her knowledge. 

Unless otherwise specified, all capitalized terms used herein without definition shall have 
the meanings assigned to &em in the Tax Opinion. 

1 . On September 24, 2001 , 1 purchased Euram’s one percent membership interest in TTP 
for $7,765,497. The purchase was an arm’s length transaction and the entire purchase 
price was paid in cash. 

2. Also on September 24, 2001, 1 made a cash contribution of $315,236 to TTP to allow 
TTP to purchase the Collar. This cash contribution was a bona fide contribution to TTP’s 
capital and was in proportion to my interest in TTP. 

3. On October 18, 2001, 1 contributed my one percent membership interest in TTP to the 
capital of Glen Gale. 

4. Glen Gale is my wholly owned Delaware corporation. 

5. I had acquired my partnership interest in Silverlight through partnership distributions 
from Glass Wave and MerloL hi August 2000, Merlot transferred all of its assets and 
liabilities to Silverlight, and as part of the same plan it liquidated and distributed its 
interests in Silverlight to its partners (including me). 

6. The Redemption Agreement between Silverlight and me regarding the distribution of the 
TAC Stock to me in liquidation of my interest in Silverlight accurately reflected my 
understanding of our respective rights and interests, and no other distribution was made 
to me in liquidation of my interest The transfer of the TAC stock from Silverlight to me 
was in complete redemption of my membership interest in Silverlight. 

7. Silverlight did not make any cash payments to me as part of the redemption of my 
partnership interest in Silverlight. 

8. On December 28, 2001, pursuant to the Redemption Agreement, I made an Equalization 
Payment, plus interest, to Silverlight in the total amount of $10,018,195. The 
Equalization Payment paid by me to Silverlight was for the portion of the TAC stock in 
excess of the fair market value of my interest in Silverli^t that was redeemed. 
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9. I have never contributed any property to Silverlight 

10. 1 am a U.S. citizen and my taxable year is the calendar year. 

1 1 . Based solely on the representations that I received from Eutam (attached as Exhibit A), 

the following representations are made; 

i. Euram was an initial member of TTP, a Delaware limited liability company. 

ii. During the period that Euram was a member of TTP, TTP did not make an 
election for U.S. Federal income tax purposes to be treated as a corporation. 

iii. Euram agreed to provide management and consulting services to TTP in exchange 
for a one percent membership interest in TTP. Euram served as the managing 
member of TTP imtil the date of sale to me. 

iv. On September 21, 2001, Euram arranged for theplacementbyTTP of along- 
dated (five-year) covered call on a portfolio (as shown in Schedule A of 
Exhibit A) subject to the terms of the Subscription Agreement. 

v. Euram contributed its services to form TTP with Bamville Limited as a 
partnership with the intention of making a profit from the sale of interests in TTP. 

vi. On September 24, 2001 , Euram sold its one percent membership interest in TTP 
to me for $7,765,497. Euram is not related to me. 

vii. During the period that Euram was a member of TTP, TTP did not have a U.S. 
Internal Revenue Code section 754 election in effect. 

viiL Euram at all times since the formafion of TTP had at least a one percent interest 
in TTP prior to its sale to me. 

ix. No loss was booked on the sale of Euram’ s interest in TTP to me. Euram was not 
subject to U.S. tax provisions and did not report on any U.S. tax return for U.S. 
Federal income tax purposes. 


P'1 WITNESS WHEREOF, I have signed this Representation Certificate this // 
of Ol4{)L>Ua^ 2002. 


dAJ>a^ 

Witness 



Cheryl Sab 


day 
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European Ainericaii Investmeal CornoTate Services t,iinited 
Representation Certificate 


European American Investment Corporate Services Limited (“Euram’^bereby 

certifies to Choyl Saban (“CS^ that the foilowing representations are true, ccnrect and ccm^lete 

to the best of its knowledge. 

1 . Euram was an initial member of Titanium Trading Partners LLC fTTP”), a Delaware 
limited liability company. 

2. During the period that Buam was a member of TTP, TI P did not make an election for 
U.S. Federal income tax purposes to be treated as a corporation. 

3. Euram agreed to provide management and consulting services to TTP in exchange for a 
one percent membership interest in TTP. Euram served as the managing member of TTP 
until the date of sale to CS. 

4. On September 21, 2001, Euram arranged for the placement by TTP of a long-dated (Sve 
year) covered call on a portfolio (as shown in Schedule A) subject to die terms of the 
Subscription Agreement 

5. Euram contributed its services to form TTP with Bamvilie limited as a partnership with 
the intention of making a profit from the sale of interests in TTP. 

6. Oh September 24, 2001 , Euram sold its one percent membership interest in TTP to CS 
for $7,765,497. Euram is not related to CS. 

7. During the period that Euram was a member of TTP, TTP did not have a US Internal 
Revenue Code section 754 election in effect 

8. Euram at all times since the formation of TTP had at least a one percent interest in TTP 
prior to its sale to CS. 

9. No loss was booked on the sale of Euram’s interest in TTP to CS. Euram was not subject 
to U.S. tax provisions and did not report on any U.S. tax return for U.S. Federal income 
tax purposes. 


Euram signed this Representation Certificate this 




day of . 2002. 


European American Investment Corporate 
Services Limitf 

by. 




nencan investmem 
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SCHEDTJLEA 


Tidcer 

Shares 

Acauisition 

Acouisition Price 

Pate 

Acouired j 


Price Per Share 


A0BE 

1,728,000 

57.84 

99,954,000 

6/6/2000 / ' d 

ADP 

1,733,000 

57.69 

99372,438 

^^1 


700,000 

89.31 

62,518,750 

Bsll 

AOL 

1,000,000 

82.75 

82,750,000 

p/2000 

AOL 

1,649,485 

60.63 

100,000,028 

y/2/28/2000 

BGEN 


104.88 


2/28/2000 

ecu 

973,596 

87.75 

85,433,049/ 

1/3/2000 

CSCO 

2,000,000 

12.55 


9/21/2001 

DELL 

2,238,000 

44.69 


6/6/2000 

EBAY 

250,000 

72.53 


mmowi 

EBAY 

1,393,000 

71.81 


III^SSU 

EBAY 

1,538,462 

69.94 

j 107.592,340 


INTO 

1,150,000 

21.48 y 


9/21/2001 

MSFT 

745,500 

52.14 / 

38,866,717 

9/21/2001 

NOK 

900,000 

55.63 / 

50,062,500 

6/6/2000 

ORCL 

900,000 

IHB 

IIHmmI 

6/6/2000 

PCS 

1,756,000 

im 


6/6/2000 

Q 

2339,181 

mm 

98,526304 

1/3/2000 


575,000 

insB 

82,368,750 

2/28/2000 

Ilf 

1,000,000 

j 70.25 

70,250,000 

2/28/2000 
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Ticker 


ADBB 


ADP 


AMAT 


AOL 


AOL 


BGEN 


ecu 


CSCO 


DELL 


EBAY 


EBAY 


EBAY 


INTC 


MSFT 


NOK 


ORCL 


PCS 


Q 

QCOM 

XLNX 


Shares 


1.728.000 

1.733.000 

700.000 
1,000,000 
1,649,485 
953,516 
973,596 
2,000,000 

2.238.000 

250.000 

1.393.000 
1,538,462 

1.150.000 
745,500 
900,000 

900.000 

1.756.000 
2,339,181 

575,000 


1,000.000 


Totals: 


25.522,740 
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connKtion with the opinion to be delivered by Bryan Cave LLP to Silverli^t 
Enterprises, L.P. C‘Si!verlighr), and recognizing (1) that Bryan Cave IXP will rely upon the 
following representaUons in issuing Its tax opinion CTax Opinion") to Silverlight, and (2) that 
the tax opinions set forth therein may not be accurate if any of the following representations are 
not accurate in all material respects. Chuck Wilk, of Quellos Custom Str^gies, LLC, hereby 
certifies that the following representations arc true, correct and complete to the best of his 
knowledge. 

Unless otherwise specified, all capitalized terms used herein without definition shall have 
the meanings assigned to them in the Tax Opinion. 

1. I have reviewed the ‘'Facts" section of the Tax Opinion, and the ‘Tacts** section 
accurately and completely describes all of the material transactions and discussions 
involved in the Transaction, including but not limited to, the transactions and discussions 
preceding and including the TAG Transfers. 

2. lam not aware of any other transactions or discussions, other than those set forth in the 
‘Tacts” section of the Tax Opinion, that are material to the transactions described therein. 
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Titanium Acouisition Corporatioa Representation Certificate 
for Silverlipht Enterprises. L.P. Federal Income Tax Opinion 

In connection with the opinion to be delivered by Bryan Cave LLP to Silverli^t 
Enterprises, L.P. (“Silverlight”), and recognizing (1) that Bryan Cave LIB will rely upon the 
following representations in issuing its tax opinion CTax Opinion”) to Silverli^t, (2) that 
Titanium Acquisition Corporation (‘TACO has received certain representations fiom BatnviUe 
Limited {‘3atnville”), a copy of which is attached hweto as Exhibit A, which TAC is relying 
upon in making its representations in number 12 below, and (3) that the tax opinions set forth 
therein may not be accurate if any of the following representations are not accurate in all material 
respects, Haim Saban as Presidrait of TAC hereby certifies that the following representations are 
true, correct and complete to the best of his knowledge. 

Unless otherwise ^ecified, all capitalized terms used herein without definition shall have 
the meanings assigned to them in the Tax Opinion. 

1 . At its inception, TAC kept its books and records on a fiscal year ending September 30. 

2. On or before December 15, 2001, TAC filed Form 7004 to extend the due date of its tax 
return for its first taxable year ending September 30, 2001 , and on June 17, 2002, TAC’s 
tax return for taxable year ending September 30, 2001 was timely filed. An amended 
return for TAC’s first taxable year ending Sqrtember 30, 2001, to correct an error on 
Schedule L. “Balance Sheets Per Books,” will be filed on or before October 15, 2002. 

3. On September 24, 2001, TAC received $800 million fi-om Silverlight in part as a capital 
contribution to TAC and in part for the acquisition of the Debenture. The $800 million 
was transferred fi’om Silverlight’s HSBC account to TAC’s HSBC account. Following 
the transfer, Silverlight had no further interest in the $800 million and TAC had no 
arrangement providing for the return of such funds to Silverlight. 

4. On September 24, 2001, TAC used a portion of the $800 million to purchase a ninety- 
nine percent interest in TTP fiom Bamville for $768,784,235. 

5. The purchase by TAC of Bamville’s interest in TTP was an arm’s length transaction and 
the entire purchase price was paid in cash. 

6. TAC purchased the Bamville interest in TTP with the intent to make an economic profit. 

7. There were several reasons for TAC purchasing the ninety-nine percent inteest in TTP 
rather than purchasing the Portfolio directly, including to acquire the Portfolio in a less 
expensive maimer because it was determined that to purchase Bamville’s membership 
interest in TTP was likely to be less expensive than trying to acquire the identical 
Portfolio in the open market because of (a) the potential detrimental effect that a purchase 
of a large block of stock might have on the market price of such stocks, and (b) the lower 
transaction costs involved to purchase Bamville’s membership interest in TTP (which 
aheady held the Portfolio). 
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8. TAG intended to hold TTP as an investmoat 'vehicle for an indefinite period of tiine. 

9. On Septemba- 24, 2001 , TAG made a cash contribution of $3 1 ,208373 to TTP to allow 
TTP to purdiase the Gollar. This cash contribution was a bona fide contribution to TTP’s 
capital, and TAG’s payment was in proportion to its interest in TTP. 

10. On Octoba 22, 2001, TAG transferred all of its Class B common shares of FFWW stock 
to TTP as a capital contribution. This contribution was a bona fide contribution to TTP’s 
capital and in proportion to TAG’S interest in TTP. 

11. TAG timely elected to be treated as an S corporation for U.S. federal income tax purposes 
bepiming October 1 , 2001 . 

1 2. Based solely on the rqrresentations received firom Bamville (attached as Exhibit A), the 
following representations are made; 

(i) Bamville was an initial member of TIT, a Delaware limited liability company. 

(ii) During the period that Bamville was a member of TTP, TTP did not make an 
election for U.S. Federal income tax purposes to be treated as a corporation. 

(iii) On September 21, 2001, Bamville made a capital contribution to TTP of a certain 
portion of its positions in several technology stocks set forth in Schedule A of 
Exhibit A (the ‘Tortfolio) in exchange for a ninety-nine percent membership 
interest in TTP. 

(iv) Bamville contributed the Portfolio to form TTP as a partnership with the intention 
of making a profit from the sale of interests in TIT. 

(v) On September 24, 2001 , Bam'ville sold its ninety-nine percent membership 
interest in TTP to TAG for $768,784,235. Bamville is not related to TAG. 

(vi) At the time of TAG’s purchase of Bamville’s interest in TTP, the fair market 
value of the Portfolio was significantly lower than the acquisition cost of the 
Portfolio as recorded in Bamville’s books and records. Schedule A of Exhibit A 
sets forth the acquisition cost of the Portfolio as recorded on the books and 
records of Bamville. 

(vii) During the period that Bamville was a member of TTP, TTP did not have a U.S. 
Internal Revenue Gode section 754 election in effect. 

(viii) Bamville at all times since the formation of TTP had a ninety-nine percent 
interest in TTP prior to its sale to TAG, 

(ix) Bamville’s transfer of the Portfolio to TTP did not result in the receipt by 

Bamville of money or other consideration (other than its membership interest in 
TTP) including debt obligations. 
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(x) Any loss booked on the sale of Bamville’s interest in TIP to TAG was not 

subject to U.S. tax provisions and was not reported on any U.S. tax return for U.b. 
Federal income tax purposes. 
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BarnviBe Limited 
RepresenUfion Certificate 

BarnAille Limiteii (^anryiSe”) her^ certifies to Titanium Acquisition Corporation 

CTAC^ that the foDowing representations are true, correct and complete to the best of its 

lmowl«ige. 

1. Bamville was an initial member of Titanium Trading Partners IXC (“TTP”), a Delaware 
limited liability conpany. 

2. During the period that Bamville was a member of TTP, TTP did not make an election for 
U.S. Federal income tax purposes to be tr^ed as a corporation. 

3. On September 21, 2001, Bamville made a capital cordribution to TTP of a certain portion 
of its positions in several technology stocks set fbrOi in Schedule A attached hereto (the 
“Portfolio”) in exchange for a ninety-nine percent menibeiship interest in TTP. , . 

4. BamviUe contributed the Portfolio to form TIP as a partnership widi the intention of 
making a profit from the sale of interests in TTP. 

5. On September 24, 2001, BamviUe sold its runety-nine percent membership interest in 
TTP to TAC for $768,784,235. Bamville is not related to TAC. 

6. At the time of TAC’s purchase of Bamville’s interest in TTP, the fair market value of the 
Portfolio was significantly lower than the acquisition cost of the Portfolio as recorded in 
Bamville's books and records. Schedule A attached hereto sets forth the acquisifion cost 
of the portfolio as recorded on the books and records of Bamville. 

7. During the pexiod that Bamville was a member of TTP, TTP did not have a US Internal 
Revenue Code section 754 election in effect 

8. Bamville at alt times since the formation of TTP had a ninety-nine percent interest in 
TTP prior to its sale to TAC. 
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9. Bamville’s transfer of the Portfolio to TTP did not result in the receipt by Bamville of 
money or other consideration (other than its n^mbeidiip interest in TTP) including debt 
obligations. 

10. Any loss booked on the sale of Batnville’s interest in TTP to TAC was not subject to 
U.S. tax provisions and was not reported on any U.S. tax return for U.S. Federal income 
tax purposes. 


Bamville signed this Representation Certificate this ^ ^ ' day of Qc . 200Z 




Bamville Limited 
by A 


NYOIDOCSOmsKM-I 
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SCHEDULE A 


T3cker 

Shares 

Acauisitioa 

Acquisition Price 1 



Price Per Share 


AUBE 

1,72«,000 

57.84 

99,954,000 

mnm 

ADP 

1,733,000 

57.69 

99472,438 

6/6/2000 

AMAT 

700,000 

8931 

62418,750 

6/6/2000 

AOL 

1,000,000 

82.75 

82,750.000 

1/3/2000 

AOL 

1,649,485 

60.63 

100.000,028 

mmooo 

BGEN 

953416 

104.88 

99,999,991 

2/28/2000 

ecu 

973,5% 

87.75 

85,433,049 

1/3/2000 

CSCO 

2,000,000 

1235 

25,101400 

9/21/2001 

DELL 

2438,000 

44.69 

100,010,625 

6/6/2000 

EBAY 

250,000 

72-53 

18,132,813 

2/28/2000 

EBAY 

1,393,000 

71.81 

100,034.813 

mnm> 

EBAY 

1438,462 

69.94 

107,592.340 

12/28/1999 

INTC 

1,150,000 

21.48 

24.706,600 

9/21/200! 

MSFT 

745400 

52.14 

38,866,717 

9/21/2001 

NOK 

900,000 

55.63 

50,062,500 

6/6/2000 

ORCL 

900,000 

3833 

34,678.125 

6/daOOO 

PCS 

1,756,000 

56i>4 

99,982.250 

6/6/2000 

Q 

2,339,181 

42.12 

98,526,304 

1/3/2000 

QCOM 

575,000 

14335 

82468,750 

2/28/2000 

XLKX 

1,000,000 

70.25 

70450,000 

248/2000 

Totals: 

25422,740 


$1,480,941493 



WOIDOCSOOBOO.I 
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Titanium Trading Partners T .1 .T Representatjon Certificate 
for Silverlight Enterprises. I^P. Federal Income Tai Opinion 

In connection with the opinion to be delivered by Bryan Cave liP to Silverlight 
Enterprises, L J>. (“Silverlight”), and recognizing (1) that Bryan Cave IXP will rely upon the 
following representations in issuing its tax opinion (“Tax Opinion*’) to Silverlight, and (2) that 
the tax opinions set forth therein may not be accurate if any of the following rq)resentations are 
not accurate in all materia] respects, Haim Saban as President of Titanium Acquisition 
Corporation (‘TAC”), the managing member of Titanium Trading Partners LLC (“TTP”) hereby 
certifies that the following representations are true, correct and complete to the best of his 
knowledge. 

Unless otherwise specified, all capitalized terms used herein without definition shall have 
the meanings assigned to them in the Tax Opinion 

1 . On September 24, 2001, TAC purchased Bamville’s ninety-nine percent membership 
interest in TTP for $768,784,235. The purchase was an arm’s length transaction and the 
entire purchase price was paid in cash. 

2. On September 24, 2001 , CS purchased Euram’s one percent membership interest in TTP 
for $7,765,497. The purchase was an arm’s-length transaction and the entire purchase 
price was paid in cash. 

3. On September 24, 2001, TTP received contributions from TAC and CS in the amounts of 
$31,208,373 and $31 5,236, respectively. These cash contributions were bona fide 
contributions to TTP’s capital and in proportion to TAC’s and CS’ interests in TTP, and 
were used by TTP to purchase the Collar. 

4. TTP was technically terminated for Federal income tax purposes on September 24, 2001, 
when Bamville and Euram sold their TTP membership interests to TAC and CS, 
respectively, and TTP’s partnership taxable year closed on September 24, 2001 . 

5. On September 25, 2001, TTP was required to change its taxable year to the fiscal year 
ending September 30, which was the same taxable year as TAC, its majority interest 
partner. 

6. TTP intended to hold the Portfolio and Collar solely for investment purposes with the 
expectation of rrtaking a potential short-term economic profit by taking advantage of the 
then current volatility of the market. 

7. There is not, nor has there ever been, a plan for any member of TTP to hold less than a 
one percent membership interest. 

8. TTP acquired the Collar to hedge its risk of holding the Portfolio (which was a 
prerequisite of HSBC making the Loan) while retaining some of the upside potential of 
its investment. TTP was interested in retaining as much profit potential from its equity 
investments while protecting itself from further erosion of this investment. 

KY0ttXXS\308899Z 
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9. TTP’s net cost of the Collar was S3 1,523305.90. 

10. TTP’s acijuisition and sale of the Portfolio and its purchase and unwind of the Collar did 
not constitute a trade or business. 

1 1 . TTP received and replied to its sole and exclusive benefit the proceeds from the sale of 
the Calls, and was solely liable for any obligations under the Calls upon exercise. 

12. TTP engaged Quellos to provide financial services and advice, and TTP requested 
Quellos to prqiare information, including schedules, pertaining to the Portfolio and 
Collar. 


IN WnNESS WHEREOF, I have signed this Rqiresentation Certificate this // day 
of 2002. 


Witness TiC^ugiJratJmg P^ers LLC f 

by Haim Saban as President of TAC, 
the managing member of TTP 
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From: Andrew J Robbins 

Sent: Wednesday, August 23, 2000 8:06 AM 

To: Christopher HIrata 

Subject: Domestication 


Chris, can you gather a documentation package for Burgundy and Reka for Bryan Cave. 
ASAP. Thanks. 

Call or email me for more details. 


I Permanent Subcommittee oa InvestlgatioDS 

^^XHIBre#66^FN420_ 


We need to get this started 
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■MMM = Redacted by the Permanent 

Subcommittee on Investigations 


From: 

Sent: 

To: 

Cc: 

Subject 


Lana : 

Per your request, here are the names and addresses of the general partner for Burgundy and 
Reka Limited: 

Burgundy Limited: Sidehill, Inc. 630 Fifth Avenue, Suite 1510, New York, New Yo*rT? 

10111 

Reka Limited: Woodglen I, Inc. 630 Fifth Avenue, Suite 1510, New York, New York 

10111 


Eiic M. Schuehle 

Friday, September 22. 2000 11:46 AM 
‘Lana Phillips’ 

Christopher Hirata 

RE: Bu^undy/Reka domestication 


If you have any other questions, please feel free to contact me. 
Have a great weekend. 

Eric Schuehle 

Quadra Custom Strategies, LLC 


206.613.6745 

erics@fl||HB|H 


Original Message 

From: Lana Phillips [mailto:lmphillips@hj 
Sent: Friday, September 22, 2000 9:25 AM 
To: EricsSVlHil^ 

Subject: Burgundy/Reka domestication 


Dear Mr. Schuehle, 

I am an attorney at the law offices of Bryan Cave, and am working with Betsy Smith on the 
domestication of Burgundy and Reka Limited. I am drafting the Limited Partnership 
certificates for both Burgundy and Reka, and I have a question regarding some information 
we need to include in the certificates before they can be filed properly. 

Specifically, we need to include the names and addresses of each of the general partners, 
if there ate more than one, for each of the partnerships. Do you know who the general 
partners will be for each? If not, do you know who I can contact to obtain this 
information? 

I appreciate your help in this matter. Please contact me via this email address or by 



Best regards, 
Lana Phillips 


I Permanept Subcommittee on Investigations 

EXHIBIT #66 -FN 420 
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Brian Hanson 


= Redacted by the Permanent 
Subcommittee on Investigations 


From: 

Sent: 

To: 

Cc: 

Subject: 



61II1304I.DOC 


To all: 


Phillips, Lana [Imphillipsf 
Tuesday, September 04, 2001 6:53 
Brian Hanson (E-mail); ’arfan.shaikhf 
Badami, Heather Rheiner 
Revised Consents 


«61m304!,DOC» 


Attached are the revised consents regarding Titanium Trading Partners LLC - 
these incorporate most of Arfan's suggestions. Two things I did not Include 
are: 

(1) These 4 consents were drafted in one document to make them easier for 
us to keep track of. Unfortunately, when they were drafted they were not 
done in any particular order, so that when you open the whole document to 
print, the order of the consents inside seems a bit confusing. Sorry about 
this. I'd rather not indicate the sequence of these documents in their 
titles because the creation and ownership of the LLC by Bamville and EAICS 
must be completely independent from the later transfer to and owership by 
TAC and Cheryl. Showing a clear sequence seems to betray that independence 


When these documents are sent to be executed, we will place them in correct 
order and give explicit instructions as to the order of signing. To make 
your review easier for now, I have included boxes in the upper right-hand 

corner stating "DRAFT - Document ." This should also make it more clear 

for purposes of distributing these consents around for approval. Once we’ve 
received final approval, we will take off the "DRAFT” legend and send out 
final copies for signature. (I will also be sure to take off the document 
number from these docs.) 

Please let me know if this poses a problem for anyone. 

(2) Regarding Arfan's comment regarding the "Letter Agreement/Consent 
Bamvill/EAICS" in his email dated yesterday (Tues.) - Because our 
operating agreement now says that EAICS is receiving its membership interest 
in exchange for investment management services (rather than managing memt 
services), it seems no longer appropriate for this consent to state that 
EAICS is getting its 1% interest as the managing member and tax matters 
member. Also, because the Operating Agreement explicitly spells out what 
the members are getting in exchange for their LLC interests (i.e., Bamville 
is contributing portfolio, EAICS is contributing investment services), it 
seems inappropriate to include any of that information in this consent. 

Again, please let me know ASAP if anyone disagrees. I know that both Arfan 
and Brian need to circulate these, so I will IMMEDIATELY incorporate any 
change you feel necessary. I will also be available to sit in on a call if 
we need iti Heather might be available, as well? 

Arfan, if you anticipate changes, go ahead and email me and I will make the 
changes as soon as 1 get to the office. 


PSI-QUEL 23126 


Thank you, 
Lana 


Permanent Subcommittee on Investtgatiens 
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ST. LX>UIS. MISSOURI 
WASHINGTmi>-C. 
KANSAS anTfj^^ssoTO^ 

IS0ENIX. ARIZt^ 

LOS ANCSHLBS, CAUFORWA 
IRVINB. CALIFORNIA 


Bryan Cave LLP 

245 Park A^^nub 
NBWYORK, NBWYO^ 101 67*0034 
(212)692-1800 


Facsimilb: (212) 692- 1 900 


BIYADB, SAUDI ARABIA 
KUWAH' OIT, KUWAIT 
ABU DHABL UNIIBD ARAB EMDUISS 


HQNOKONO 
SHANCHAI, FBOFIB'S RBPUBUC OF CHINA 
IN ASSOCSATION WITHBRyANCAVE, 

A MULTlNA-nONAL PARTNERSHIP. 
LONDON. ENGLAND 


PRIVILEGED AND CONFmENTIAL 
ATTORNEY WORK PRODUCT 


MEMORANDUM 
June 28,2002 


TO: Chuck Wilk 

Matthew Krane 

RE: Bryan Cave Due Diligence for Tax Opinions - Initial List of Documents 

Required 


The following is an initial list by category and/or taxpayer which will be 
required for due diligence in rendering the Federal income tax opinions to Mr. and Mrs. 
Saban and Silverlight Enterprises, L.P. Please note that we may require additional 
documents as we proceed. 


A. Silverlight ; 

1 . Partnership Agreement for Silverlight (including all amended and restated 
agreements). 

a. Linutcd Partnecsbip Agreement of S3veri^t Enterprises, L.P., dated as of 
December 22, 1992 

b. Amended and Restated Limited Partnership Agreement of Silverlight Enteqjtises, 
LwP., dated as of December 29, 19S>2. 

c. Second Amended and Restated Limited Partnership Agreement of Silverlight 
Enterprises, L.P., dated as of February 5, 1993. 

d. Amendment efifecrive as of February 5, 1993 to Second Amended and Restated 
limited Partnership Agreement of Sihrerligjit Enterprises, L.P. 

c. AmendmentNo. 2, dated July 25, 2000, to Second Amended and Restated limited 
Partnership Agreement of Silverli^t Enterprises, L.P. 

f. Amendment No. 3, dated August 1, 2000, to Second Amended and l^tated Limited 
Partoership Agreement of SilverH^t Enterprises, L.P. 

g. Amendment No. 4, dated August 2, 2000, to Second Amended and Restated Limited 
Partnership Agreement of Silvccli^t Enterprises, L.P. 


NVOlDOCS/303756.01 
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Bryan Cave llf 


mmmmmmm = Redacted by the Permanent 


HI i hird Amended and Restated Umited Fartnetstup Agi%ement ot bilvedight 
Eoterprises, L.P., dated Au^st 3, 2000. 

i. Amendment No. 1, dated August 1, 2001, to Third Amended and Restated limited 
Partneish^ Agreement of Silveriigjit Enterprises, L.P. 

j. Amendment No. 2, dated August 31, 2001, to Third Amended and Restated Umited 
Partnership Agreement of Sil^dight Enterprises, L.P. 

k. Fourth Amended and Restated Limited Partnership Agreement of Silverligjht 
Enterprises, L.P., dated September 1, 2001. 

i. Fifth Amended and Restated Umited Partnership Agreement of Si^erlight 
Enteipnses, L.P. dated S^tember 29, 2001. 

2. Documentation of section 754 elections for Silverlight (including original 
election, revocation, and newest election for 2001). 

a. 1992 Form 1065, U.S. Partnership Return, for Silveili^t Enterprises, L.P. 

b. 1999 Form 1065, U.S, Partnership Return, fiar Silverlight Enterprises, L.P, 

c. 2001 Form 1065, U.T. Partnmkp Pxtttm,ferSUm&ghtBntcrprises, UP. — NOT VET 
FILED 


3. Documentation of HSBC Loan (i.e., Credit Agreement, Note, Pledge and 
Security Agreements, etc.). 

a. Credit Ag^men^ dated as of$eptember21, 2001, among Silverlight Enterprises, 
LP., certain aftiUates thereof and HSBC Bank USA. 

b. Instrument of Joinder executed as of September 24, 2001 by Titanium Trading 
Partners LLC. 


c. Note dated September 21, 2001 from Siihredttt Enterprises, LP. in favor of HSBC 
Bank USA. 

d. ISDA Master Agreement, dated as of September 7, 2001, between HSBC Bank USA 
and Titanium Trading Partners, XXC. 

e. Schedule to die ISDA Master Agreement, dated as of September 7, 2001, between 
HSBC Bank USA and Titanium Trading Partners, LLC. 

f- Contingen^uarantMated as of September 21, 2001, by Haim Saban, Cheryl Saban 
and £>vor of HSBC Bank USA. 

g. Unlimited Guaranty, dated as of September 21, 2001, by 5161 Corporation and 
Titanium Acquisition Coiporadon in favor of HSBC Bank USA. 

*>. Lm ittdGuaraii^^dattdM^fjeptember 21, 2001, by Haim Saban, Cheryl Saban, 



Guaranty dated as of September 24, 2001 by Titanium Trading Partners, LLC in 
ftvor of HSBC Bank USA. 


j. Pledge and Security Agreement, dated as of September 24, 2001, made by Titanium 
Trading Partners, LLC favor of HSBC Bank USA. 

k. Pledge and Security Agreement, dated as of September 21, 2001, made by 5161 
Corporation, Titanium Acquisition Corporation, Haim Saban, Cheryl Saban, the 
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L 

m. 

n. 


P- 

q- 

f. 

s. 


Exh&it A to Plcd^ and Secudty Agreement, dacd as of September 24, 
by 'Titanium Trading Partneis, IXC in &vor of HSBC Bank USA. 

Exhibit A to Pledge and Security Agreement, dated as of September 21, 
by Titanium Acquisition Corporation in fiivor of HSBC Bank USA. 

Exhibit A to Pled^ and Security Agreement dated as of September 21, 
by Silverii^t Enterprises, L.P. in &vof of HSBC Bank USA. 

Exhi^A to Pledge and Security Agreement, dated as ofSeptember 21, 
by ■■ Corporation in favor of HSBC Bank USA. 

. Exhibit A to Pledge and Security Agreement, dated as of September 21, 
by Haim Saban in &vor of HSBC Bank USA. 

Exhibit A to Pledge and Security Agreement dated as ofSeptember 21, 
by Cheryl Saban in favor of HSBC Bank USA. 


Exhibit A to Pledg 
byJ 


and Security Agreement; dated as of September 21, 
favor of HSBC Bank USA. 


Exhibit A to Pledge and Securit y Aj 
by the 


:ement, dated as ofSeptember 21, 


2001, made 
2001, made 
2001, made 
2001, made 
2001, made 
2001, made 
2001, made 
2001, made 



USA. 


L Exhibit A to Pledge and Security Agreement dated as of September 21, 2001, made 
by Haim Investments, N.V. in fevor of HSBC Bank USA. 

u. Supplement No. 1, dated as ofSeptember 24, 2001, made by Titanium Acquisition 
Corporation to Pledge and Security Agreement dated as of Sq^tember 21, 2001. 

V. Supplement No. 2 , dated as of September 24, 2001, made by Cheryl Saban to Pledge 
and Security Agreement dated as of September 21, 2001. 

w. Assignment of Proceeds, dated Septe mber 21. 2001 ma de by Silverlight Enterprises, 
LP., Haim Saban, Cheryl Saban and favor of HSBC Bank 

USA. 


X. Federal Reserve Form U-1, dated September 21, 2001, executed by Silverlight 
Enterprises, L.P. and HSBC Bank USA. 

y. Securities Control Agreement, dated as of S^tember 21, 2001, among Haim 
Investments N.V., HSBC Bank USA, and The Northern Trust Company. 

z. Securities Control Agreement, dated as of Sq)tcmbcr 21, 2001, among Silverlight 
Enterprises, L.P., HSBC Bank USA, and The Northern Trust Company. 

aa. Membership Interest Assignment Separate from Certificate endorsed in blank by 
Titanium Acquisition Corporation. 

bb. Membership Interest Assignment Separate firom Certificate endorsed in blank by 
Cheryl Saban. 

cc. UCC-1 filed September 24, 2(X)1 with Silvedight Enterprises, L.P., as Debtor, and 
HSBC Bank USA, as Secured Party. 
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yy. Mocjiitu:attOD No. 1 dated as ot Uctobet 9, 2001 to Credit Agieentent, dated as of 
Sq>tembet 21 , 2001, among Silveclight Entetprises, X^P., cemin affiliates dieteof, and 
HSBC Bank USA. 

zz. Modi&ratioD No. 2 dated ^ of Oaober 9, to Credit Agteemeni; dated as of 

September 21, 2001, among Sitverlight Enterprises, L.P., certain affiliates diereof, and 
HSBC Bank USA. 


aaa. Mcxiification No. 3 dated as of October 19, 2001 to Credit Agreement, dated as of 
September 21, 2001, among Sihrerlight l^teq>rises, LP., certain affiliates thereof, and 
HSBC Bank USA 

bbb. Supplement No. 4, dated as of October 19, 2001, made by Glen Gale Corporation 
to Pledge and Security Agreement dated as of September 21, 2(K}1. 

4. Contribution Agreement regarding contribution of funds by Silverlight to 
TAG. 


a. Unanimous Wntteo Consent, dated September 21, 2001, of the Partners of 
SilvezUgbt Enterprises, L.P. 

b. Unanimous Written Consent, dated September 21, 2001 of the Board of Directors of 
Titanium Acquisition Corporation. 


5. Documentation of the Debenture issued by TAG to Silverlight, 

• Debenture No. 001 of Titanium Acquisition Corporation, dated September 24, 2001, 
in the name of Silverli^t Enterprises, L.P. 

6. Documentation of all loans between Silverlight, HS and CS. 


a. Cancelled Revolving Promissory Note, dated December 22, 1992, in the principal 
amount of $5,000,000, from Silverlight Bntetpnses, L.P. to Haim Saban. 

b. Cancelled Atriendment dated August 1, 1995 to Revolving Promissory Note from 
Sihredi^t Enterprises, L.P. to Haim Saban. 


c. Letter dated July 25, 2000 from Haim Saban to SUvecli^t Enterprises, L.P. re: 
Revolving Promissory Note. 


d. Check dated Jdy 25, 2000 for $15,64538.68 &om Silverlight Enterprises, L.P. to 
Haim Saban with reference “Repayment of Revolving Promissory Note.** 

c. Revolving Promissory Note, dated March 27, 2001, in the principal amount of 
$5,000,000, from Haim Saban to Silveriight Enterprises, L.P. 


Letter dated September 10, 2001 from Sharon Sellstrom on behalf of Haim Saban to 
T^^iordicm Trust Company directing transfer of $3,600,000 from p 
Silverlight Enterprises, L.P. as loan repayment. 

Check no. 1420 dated September 10, 2001 for $470,740 from Haim Saban to 
Silverlight Bntc^riscs, L.P. with reference "Repayment of Loan and Interest” 


1. Partnership Agreement forj 

• _Ggie^ Partnership Agreement, dated as of December 22. 1992. between the 


2. Docximentation for the 1 


Notes. 
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a. 

b. 


d. 


f. 

g- 

h. 


Secured Promissoj 
$9,800,000, fromi 


r Note, dated JJecem^ 
ssociates to fl 


jMc^ai amount of 
L.P. 


Assignmentao^j 
between 

Securil 
and 


M^yAweemei 
■HIk Asso 


lement of Purchase andSafc^ated as of December 29, 1992, 
Lterprises, L.P. and^H^V Associates. 

nt dated Decend>er 29, 1992, between fl|H||||^^P^terpii5es, L.P. 
Associates. 

^ssociates as Debtor anJ 


UCC-1 filed December 30, 1992 tvid 
Enterprises, L.P. as Secured Party. 

Secured Promisso^^Iot^dated Pebtuary 5, 1993, in the principal amount of 


$9,800,000, from] 


Enterprises, L.P. 


Assignmentan^^ement of Purchase and Sale, dated as of Febniary 5, 1993, 


between 


f Enterprises, L.P. and] 

^m^ded and Restated Security Agreement dated February 5, 1 993, betweei 
^I^Enterprises, LP. and Hm|j|^\ssociates. 

} Associates as Debtor and] 


UCC-1 filed February 16, 1993 with! 
Enterprises, L.P. as ^cured Party. 



C TAC: 

1 . Completed TAC California Qualification. 

• Statement and Designarion by Foreign Corporation for Titanium Acquisition 
Corporation. 

2. Completed TAC Organizing Resolutions. 

a. O^anaarion Meeting by Written Consent of Sole Director of Titanium Acquisition 
CocporatioD, dated as of August 17, 2001. 

3. Completed TAC Form SS-4 Application for EIN. 

• Form SS-4 for TAC, dated September 1 8, 2001 . 

D. TTP: 

1 . Original Operating Agreement for TTP, executed by Barnville and Euram 

• Operating Agreement, dated as of September 21, 2001, of Titanium Trading 
Partners, LLC. 

2. Documentation or substantiation of the adjusted basis of the Contributed 
Stocks by Barnville (i.e., evidence of stock purchases, etc.). 

a. Securities Lendmg Agreement, dated December 28, 1999, between jackstones. Ltd. 
and Barnville, Ltd. 

b. Putdhase Agreement, dated December 28, 1999, between, Barnville Ltd. and 
Jackstones, Ltd. 

c. Purchase Agmement, dated January 3, 2000, between, Bacnville Ltd. and Jackstones, 
Ltd. 


d. Purchase Agreement, dated January 10, 2000, between, Barnville Ltd. and Jackstones, 
Ltd. 
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QQUELLOS 

finanaal Admois. LLC 


As of March 1, 2001 


Fcnom] A Confidential 


Matthew G. Krane 
Attorney 

1451 North Kings Road 
Los Angdes, CeJifonria 90069 


RE: 


HAIM AND CHERYL SABAN, 
enterpriser L.P. 


f.ah'VERUGHT 


Dear Mr. Krane: 

This Agreement sets forth the terms of your engagEmant of Quellos financaal Advisors, 

l^al representation of Haim and Cheryl Sabaiv 

and SaverHglit Enterprises, L.P., aCalrto ania Limited 
Partnership ("SrfoffKgiif' aid together wMi Mr. and Mrs.Saban anAMHthe 
"Client^), to piovirte advisory and coniultmg services in coraiecticmi^H proposed 
sale or other disposition (a "Trmsa^m') of adl or a portion of the Qiails' stock (die 
"Stddt*) tn Fox Family Worldwide, Inc ffTWIVa inchiding but noHaniied to a sale of 
the Stock to The New# Corporation limited. Fox Broadcasting Con^iaty or any of their 
affiliated companies. Sndi services shall include advice and lecomzaaiilaiions rating 
to possible structures to implemeitt a Transaction, in^ding the restraouruig and/or 
reorganization and/orcomplete or partial liquidation of various eRtife(rr>chiding 
Silverlight and FFM^ owned by tie Clients, die creation of one orwoiertew pnKtjop to 
facilitate a Transactim, and financial planning relating to a Txansaetinn aiduding die 

possible monetization of tiie Stock or otiierliquidl^ enhancement event Bi advance of a 

Transaction. Fees for our services (incluave of expenses discussed bdow) shall be as set 
ford! on Exhibit "A" hereto (the 'FeeO. The PeesshaDbepaidfiomtiieps-oceedsafany 
Transaction, and the Clients agreethatflisy will execute such letters rfhstxuctiQn or 
other documents reasonaUy requested by QFA to effect fee payment of toe Fees out of 
the proceeds of a Transactim, inchiding but not limited to payment instoicrtions given to 
any purchaser of the Stock in a Transaction or to a financial institirticn designated Ire 
QFA. NotwMirtandingdieforegoinginthe event an affiliate of QFA imdets any 
investment advisory or portfolio managemerTt searvices in connection irfto a 
monetization of the Sto^ or enhancement event die Fees selfetta ori Eiduhit A 

hereto shall not indude ointpensatian for such services, and the CUeite md such 
affiliate of QFA shall enter into a separate Investment Managemmit Apesxvrtt with 

I Permanent Subcommittee on Inve5ti£atioas 
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respect to those services and shall in good faith agree upon such addSionaj 
compensation. Von and the Clients adatowledge that certain prindpab of QFA hold 
ownership interests in Euiam International, Inc, which is providing certain services in 
connection wiili. tire TransactioiL QFA lepresenls and warrants that sadi ownership 
interests ccmstitute in the aggregate less Aan three percent (3% ) of tie tota3 ownership 
interests thereof. You and the CKents understand and consent to tiiis relationsihip, 

Vou and the Clients understand and agree that QFA will give you and tiie Clients the 
benefit of its be^ judgment and efforts in rendering services hereunde, but that none of 
QFA, its affiliates nor any of their officers, directors en^loyees, ag^ or advisors shall 
be liable for any action takerj, omitted or suffaed tt> be taten by it in is reasonable 
judgement;, in good faith aiul bdieved to be authorized or within the discratian or rights 
or powers conferred by this Agreement or in accordance with (oriiitiieat>Eer»c*of) 
specific directioins or instructions from you or the Clients, provided, however, that such 
acts or omissions shall not have resulted from such person's willftd ussconduct, had 
faitit or gross noglis^*^ blits actions under this Agreement or breach of its duties or of 
its obligations hereunder. Fuitiiermote, the aggregate liabili^ of such person shall In no 
event exceed the Fees received by QFA hereunder nor include any spedah 
consequentisd, incidental or exemplary damages or loss (nor any lost ptofrts, savings or 
business opportunity). These terms win apply regardless of die natuieof any claim 
asserted (including in contract or equity or by statute, and regardless of the standard of 
care or liabilily and whether or not any such person was advised of the 

possibility of the damage or loss asserted), but shall not apply to the extend finalty 
determined to be contraty to any applicaUe law. Such tenns will continue to apply after 
any tennination of this Agreement and during any dispute between file parties. 

You have infoinned us that in addarontoycmiself, tite CBents Intend to engage the law 
firm of Bryan Cave LLP (the "Law to give l^al advice and wndar legal sendees 
with respect to any proposals or lecomniendatiDns subudued by QFA as part of QFA's 
services hereunder. QFA agrees to work closely with you and the Uw Firm in carrying 
out its services hereunder, including cansrdtdng with you and the law Firm on a regular 
and frequent basis, keepittg you and die Law Film apprised of QFA'S progress 
hereunder, and submitting for your and tite Law FiiWs review aiulcouns^azty 
proposals QFA recommends should be presented to tiie Clients. QFA acknowledges 
that you may enghge odier accountants and fmancud advisois to pravide services to you 
in your lepiesentatianafthe Clients in connectiort with a Transaction and that such 
services may substantially overlap the services to be performed by QFAhexeiinder, and 
QFA agrees to worlc in consultation wffli such other advisors but onljto the extent 
specifically directed ly you or the Law Fitirv and you acknowledge But QFA may 
engage other advisors in connection witir ft»e services perfomted by thereunder (bQ 
such other advisors, coBecthrely, 'AMSanal Advisijr^ The CbentsduQ he responsible 
for bQ coinpensaticui (induding lees and expenses) payabb to its Addition^ Advisors, 
butonlyif directty engaged in writing by you on b^»lf of the CTiesil^ and shall have 
the sole right to determine (he amoont of such compensation (whidi nay he a 
percentage of dte proceeds p^able to tiie Clients from a Transaction and QFA shall be 
responsible for all cotigiensation (induding fees and expenses) payaft to hs Additional 
Advisors, but only if directly engaged in writing by QFA, and shaOhave the sole light to 
determinethe amount of such conqrensatiorL (which maybe a percentage of die Fees 
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payabletbQFA hereunder), and neidierthe CKents nor QFA shall have any liability for 
the con^iensation, fees or estpeinses of any Additional Advisor engaged by ihe oftei; 
praoided that, notwithstanding flte foregoing, QFA agrees to pay the professional fees 
and expenses of the Law Finn. 

The .Clients agree to indemnify QFA its affiliates and each of fheir offices, directors 
employees, agaits or advisors (eadi an*J«4e7Bn/te£*) against any and all losses, daims, 
damages or liabilities, joint or several, including, wiAemt lindtatioit, leasimable 
attorney's fees and disbursements, tesuliing in any way from the peribnnance or non- 
jjeifonnance of any Indemnitee's duties hereunder incurred in defbise or disposition of 
any actioiv suit or other proceeding before any court or administTative or investigative 
body, in which such Indemnitee may be or may have been involved at a party or 
otherwise or with which Indemnitee may be or nnay have been threatened •while acting 
in any capacity pursuant to this Agreementi except tiiose resulting fawn gross 
negligence, willfid misfeasance or violation of applicable law in the pafoixnance of such 
Indemnitee's obligations and duties, and, m the case of criminal proceedings, unless 
such Indemnitee ^d reasonable cause to believe its actions unlawful QFA agrees to 
indonnify the Clients, their afEdiates and each of their ofScets, directois ermployees, 
agents or advisors against any and all losses, claims, damages or liaMWes, joint or ^ 
several, including, without lisutalion, reasonable attorney's fees and disbursejnaus, 
resulting in any way from any breach or asserted breach of any of QFA's duties or 
obligations under diis AgreentenL 

You. and the Clients and QFA agree that all information and advice provided by efther 
party to fte other shell be treated as confidential and shall not be disclosed to any third 
party (other than Additional Advisors) except as required by law, puisuari.t to a 
regulatory request; or as necessary in connection with tiie services provided to you or 
the. Clients pursuant to tiiis Agre^enl, j/ravided that, nothmg herein diall be constraed 
to iirqiose any purported obligation on you or the Clients to keep ccnBderttial any 
infonnation or adtdce relating to the tax consequences of any Tkunsuion or any 
proposal or recommmdation made by QFA pursuant to the perfbnaance of its services 
hereunder. 

The Clients (if applicable) and QFA each represents and warrants that ft is duly 
organized, valicUy existing and in good standing under tire laws of ilt State of 
organization and has full power and audiority to execute and delivetlhis Agreement 
and carry out its obligations hereunder, tiie execution and ddiveay tf ttiis Agreement 
has been duly authorized by all necessary action on its bdtal^ the esecution, delivery, 
and performance of this Agreement does not violate any agreement or arrangement to 
which it is a party or by which it Is bound, or any order or decree to which it is subject; 
and this Agreement constitutes the valid and binding agreement cf ach of tire parties 
hereto. 

This Agreement constitutes the entire understanding between the patties and 
supersedes all prior agreement^ communications, represaitations orundejstandmgs 
between the parties rdating to the subject matter hereof. This Agzeemait may be 
amended only ly written agreanent signed by all parties. 
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This Agreement shaD inure to the benefit of and diall be binding upwi each of the 
parties' successors and assigns, including without limitation any ti^eree to which any 
of the Stock is transferred prior to aTransaction (whether pursuant to a 
lEcommendation.Df QFA or otherwise), and the Qiaits agree that they will cause any 
such transferee of the Stock to acknowledge in writing hat it is subjectto thetemtsof 
this Agreement;, inthiding without limitation, liability for the payment of the Fees; 
provided however, hat neither this Agreement nor any provision hereof hall in any viray 
be construed as a 'Iden" cm the Stock as such term is defined in thatcatadn Strategic 
Stockholders Agreement dated as of August 1, 1997 by and among he riiareholders of 
FFWW. 

This Agreement shaH be construed in accordance wifir the laws of the State of Ddawate 
(without regard, to principles of conflicts of law). 

To confirm our engagement, please sign and have the Oienfs sign botti copies of this 
and retain a copy to me. Please ke^ the second copy for your and he Clients' records. 
If you have any questions about this letter, or our engagement generally, please feel free 
to contact me at (20Q 613-6700. 

SixKercly, 

Quellos Financial Advisors, LLC 


Agreed to and accepted; 

Matthew G. Krane, attorney 


(SIGNATUKES CONTINUED ON NEXT PAG^ 
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EXHIBIT A 


The Fees hereunder shaH be an amount equal to Thr^ and One Quarter Percent (3J25%) 
of the aggregate Gross Sales Proceeds, as deSned hereiiv with respect to all Transactions. 
"Gross Sales Proceed/" srilh respect to any Transaction means the gross amcaunts to be 
received by the Clients or on *6 Clients' behalf in consideration of iher Stock pursuant 
to a binding agreemart entered into by Cllerttfs) setting forfh the tenns of such . 
Transaction, wtiedier such announts are to be paid in ca^ or in kind, widt out deduction 
for any costs incurred by the Clients or on their behalf, pramded ihal, for the purpose of 
determining d»e Fees, in no event shall d\e aggregate Gross Sales Proceeds with respect 
to all Transactions exceed $1,490,000,0(X> (the “Maxoman Proceeds 

In die event a binding agreement is entered into tythe Clients setting fottih ttie terms of 
a Transaction, and for any reason such Transaction is not consumnaled pursuant to 
those terms, the Gross Sales Proceeds with respect to any subsequoithansaction that 
provides for the sale or disposition of die Stock that was to be sold or disposed of in the 
prior Transaction diall not be less dian the Gross Sales Proceeds determined vdlfa 
respect to such prior Transaction, 

AU Fees shall be paid in cash no later dian the consummation of theTransactian to 
which the Fees relate. 

In die event any binding agreement setting forth the terms of a Transactiori provides for 
the rece^ by tfie Qieiits trf property other than cash in consideratiaii of their Stocky die 
gross amount to be received by the Clients for such Stock consisting of such proper^ 
shall, for the purpose of determining the Fees, be the fair market vahit of properQr 

at the time the Transaction is consummated, unless such Transaction is not 
consummated or the agreement setting forth the terms of snth Transaction is amended 
or otherwise modified to efiminate all or part of such property as considerathm for the 
StocK in which case, sndi gross amount shall be the fair market value of the property at 
die time the binding agseensEmt was entered into. The parties shall sedc in goodfarOito 
agree on die fair market value of any proper^ to be taten into acconniin determining 
the Cross Sales Proceeds hereunder. In the event the parties are unable to agreeonfiie 
fair market value of any such proper^, such fair market value shall be determined 
appraisalproceedings, xdiich may be instituted by eiher the Clients or QFA g^vins 
notice to he odi^ of heir or its selectian of an independent qualifial ippraiser for such 
purpose. The Oientfs) coDecifv^ diall be entitled to one appraisersdio shall act cm 
behalf of all Qientfs) who determine to institute an appraisal procedme Thepar^ 
receiving such notice shall wifliin ten (10) days of its receipt notify tie other party of its 
selection of an independent qualified appraiser. The two appraisees » selected shall 
meet for the purpose of selecting a fiiirdindependemqualffied appnisa Cthe 
“Appraiser^) and shall notify each of the parties of their sdection wffiimttiiity (3(5 days 
aft» the second appraiser' s appoimment. Within ten (KJ) days of such notice;, 

die Clients and QFA shall each deliver to the Appraser flidr and Ssispective 
statement of the fair market value of flie jiroperty in question sdcmgwdi instructions to 
the Appraiser to decide vdiich statement of fair market value so ddivaed Is closest to 
the fair market value nffte subject prcqiaty at the time such value ato be detennmed 
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for puiposes of detennining the Gross Gross Proceeds hereunder. In the event the part}? 
rareiving the initial notice of the selection of an appraiser by the other psrty do^ not 
notify such ottter pstty tif its selection of an appraiser the ten-d^ period 

provided for such notificationy the appraiser set forth in die initial notte dnall for all 
purposes of this Agreement be the Appraiser, and the parties shall deliver to die 
Appndser dteir statements of fair mai^ value and instructions vvithui ten (10) days 
aher the expiration of the tirst-mentioned ten-day period. The Appraiser sln^ not 
disclose to either party the statement of fair xnarket value delivered by the other party 
until the Appraiser has received both such statecnertts, unless only oneparfy delivers a 
tunely statement of fair marlcet vahi^ in which case the Appraiser diall immediately 
notify the parties of the amount set fdrdi in such statement and sudi ammuit shall 
condusivdy he determined to be the fair market value of the subject property for 
purposes of determining the Gross Sales Proceeds hereunder. Otherwise, the Appraiser 
shall notify the parties of his or her decision within 20 (twenty) days after recefytly him 
or her of both statements^ and the ^ market value set forth in tite statement chosen by 
the Appraiser shall conclusively be deieiii lined to be the fair market value of die subject 
property for puiposes of detennining the Gross Sales Proceeds hereunder. 
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OQUELLOS 

Fmandial Advfsots, LLC 

Subcommittee on Investigations 


September 21, 2001 


Pmotal A Confidential 


MatihewC. Krane 
Attomq' 

1451 North Kings Road 
Los Angeles, CaJifoTAia 9CK)69 


RE: 


HAIM AJSID OffiRYL SAB AN, 
ENTERPRISESvLJ. 



SIL.VERUGHT 


Dear Mr. Khine: 

Refermce is made to the agreement (the “Agreemenr) dated as of Mach 1. 2001 by and 
among ycni and the Clients, cm the one hand, and QFAondie oftahand, lelatingto 
certain serv«:es to be rendered by QFA to ycm in furtherance of youi representation of 
the Charts in connection with the possible sale or otha dispositEon rf the Stock. Yon 
have informed QFA that *e Clients have entered into a binding agnement wiQi The 
Walt Disijey Cbn^any nJisney*) for the sale to Disney of ah of dieSlock Cibe “Distuv 
SaltT). This letter confirms the application to the Disney Sale of thetenns and provisions 
of the Agreement as provided hetem. Except as otherv^ defined herein, all 

terms used herein shall have the meaning ascribed to ten fciflwApeenienfc ARofthe 

terms and provisions of die Agreement remain in fuO force and effect 

You and die Clients acknowledge and agree that file Disney Sale issTransaction, as 

such term is defined in the Agreement, and that the Fea set forth in Efiiibit "A" of fiie 
Agreement shall be due and payable on the earlier to occur of: (9 he dosing of the 
Disney Sale, in which casefiie Fees shdl be payable from ttie pro^ rf the Dbney «! ?!» 

in accordance wfdi a Letter of bistmction from file dients to HSBC Bank USA, in the 

form attached hereto as Attachment A or p) the consummation tf my 
Transaction. 


{REMAINDER OF FACE INTENTIONALIY LEFT BLANTK] 
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You, the Clients and QFA agree that the Cross Sedes Proceeds with respect to the Disney 
Sale are in excess of the Maximtun Proceeds Aniount, and therefore tte Fees payable 
under the Agreement shall be equal to Three and One-Quarter Percent (3^%) of the 
Maxintum Proceeds Amourct, regardless of whether the Disney Sale is consuminated. 

Sincerely, 

Qudlos Financial Advisors, LLC 





Agreed to and accepted: 


Matthew G. Krane, attorney 



ilamTSaban, individually and asVnistee of 
The Alpha Family Trust 



Cheryl Saban^ 

Siiverlight Enterprises, U*, a California Limited Partnership 
By: Glass Wavp-Ertferpri^, UP, its general partner 

Haim Saban, its general partner 
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QTOIXOS FDiANClAL ADVISORS, IXC 
fi#l UNION STREET 
FLOOR 

SEATTLE, WASHINGTON 5*101 


October 24, 2001 


MetfiicwG. KnsE 
Attorpey 

1451 North lClng« Rop4 
Lps Angeles, CBlifotnia 90069 

RE: HAM AND tajERYL SABAN,;_ 

SE,VERLIGHT ENTERPRISES, L.P. 

Dear Mr. Krone: 


= Redacted by the Permanent 
Subcommittee on Investigations 


R^enre U made tq the letter agreement dated u of Mardi 1, 2001 fitmi 
QuelloB Financial Advisors, LLC to you acting on behalf nfd© oliene named 

therein (the “CHenta’^ as clarified by letter dated September 21, 2001 (coileedvdy. the 
"Bngagemeia Letter”). You, the Clients and QFAherdby amend hetoeageaieot Letter 
aa follows: 

Notwilfastradmg anything to the cootrary in the BogagemeatLetter or vg tnhw 
agreemont or document, the Feea, ai defined in the Enagement Leucr, iball be equal to 
the «um of $46,312.,S00. 

Each of the parties hereto acknowtedges that it has recuvedgood and valuable 
conUdeiation for the amendment to the Engagmnent Letter set fordi hsela. AB of the 

remaining lerma and conditlonBoftiieEn^ement Letter aballienuiii in full feueeand 

effect This araendmant may be eweuted in two or more coiinterpirli, each rtf nrhlrh 
shall be deemed an ori gin a l, and audi counterparts so executed ubtllia deemed to be one 
and the same inattument 


Vours very ttuly. 


QUELLOS FINANCIAL ADVISORS, LLC 


By 
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Agreed and Accepted: 



THE ALPHA FAMILY TKCTST liyiW 
BATED MAY 5,1957 



SLLVEBLIGHT ENTESERlSiBS, LP^ A 
CAUFOBNIA LIMITED PAltTNERSBlP 

By: 5161 Cq^xnaiiion, hi general partner 



Hmm Ssban, Prasidoi 


- 2 - 
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Hnat Cotuolidaled PiofUability • 11/13/01* 


tnlliil Equity Ponlolio Value 

Current Equity Portfolio V^ue 

Estimated Galn/(Loss) on Equity Portfolio 

S (768.861.131) 

698,788,305 

s 

itisajBM 

Initial ColiarCosi 

Estimated Current Collar Value 

Ealmated Cain/{Loss) on Collar 

Total Investment Cain/(Laul 

(31^2X306) 

(85^363171 

(116759.6231 

Uki67.66t 

Structuring Fee ’ 

Interest Expense * 

Esiioulcd Total Net Cain/fUnsi 

T 

(t/MO/MO) 

(7.688411) 

(3451467) 

U37.ta) 

Estimated Total Net Caln/tLoxslas s Percentage of Costs* 
Implied Annualized Return 


4.363% 

35.63% 


Reiers to Ihe SROO million loan extended ta!!ll«crti|htEnterprlws.L!*.b]i HSHCKank 

included in the a^regite purchaie priee paidbyHlanlum AcquIalilonCoep, andCSaban/wihiHrreipKUveIntereaU In Ttianium Trading Paitnets LLC 
Loanwai paidoHa»ofOelober24ih,200! and Interest cxpenae eccnied ihtough ihMdate. 

Costs Include inhlal coliar cost, loan fee, sliucturing (cc, Mid ullinaled Inleresi txpcnsa. 

Based on indicative unwind piteing provided by >CBC Bank U j.A. 


Equity Portfolio Cotnposiiton 


icorowf ■■ -'v'- ''•'"-V. 

•.;V:'.,Tlclter 


^sTaich'iaej.'jr-iyi 



Ml 

Stiy 


fWSSSSj 

Adobe Systems Incorporated 

ADBE 

17U400 

2S.3D18 S 

43721510 

29.1018 


50787,954 

S 6566,443 

Automatic Data Processing, liic. 

ADP 

\.mjooi> 

46.5344 

80544,115 

545109 


94467590 

13523775 

Applied Materlsls, Ine. 

AMAT 

700.000 

2940S7 

20723.990 

39.1421 


27599470 

6.675480 

AOL Tiiite Warner Inc. 

AOL 

-X649,68S 

325715 

86797.701 

365564 


97.120582 

10.822581 

Biogen, inc. 

eCEN 

9S3.5W 

53.1586 

50587585 

54.9?50 


52738526 

1550.941 

Clear Charmel Communka tions. (ne. 

ecu 

973396 

38.7761 

37,752,256 

42.9005 


41,767.731 

4,015475 

CiKo Systems. Inc. 

CSCO 

2.000.000 

125506 

25,101,200 

197940 


38588,000 

13,486506 

Dell Computer Co^wrallon 

DELL 

Z23e4C0 

18.6051 

41538.214 

255064 


57,754,779 

16,116565 

eBay, Ine. 

EBAY 

3,tBt,462 

46.6758 

148.497784 

574830 


163516553 

35519568 

Intel Corporation 

INTC 

t.isaooo 

21.4840 

34706400 

285689 


32,854706 

8,147506 

Microsoft Cetpeiallon 

MSPT 

74S300 

52.1»l 

38566.717 

66.0669 


49752,837 

10586,120 

Nokia Corporation 

NOK 

9(XllOOO 

16.8658 

15,179720 

22.4935 


20,244,173 

5,064,953 

Oracle Cerpontion 

ORCL 

9O(L000 

i25l9i 

11587,190 

157832 


13,754,858 

2567568 

^rint PCS Croup 

PCS 

1.7S6300 

252670 

44568552 

244889 


43,0(0508 

(1566544) 

Qvrest Communications International, inc. 

■3 

2339.181 

19.9605 

46591.222 

115568 


27,033588 

(19,657534) 

QUALCOMM Incorporated 

QCOM 

S7S400 

472022 

27.141765 

56.1CD4 


32757,701 

5,116436 

Xilinx. lfl& 

XLNX 

14)00000 

25.7564 

25,756.400 

377480 


37747.950 

11491550 

Total 




768,BB1J23 



898.7BB.205 

S 129.927.QM 


DashelCilniLosal Since IncepHon: }&90% 


ConTidential 


Quellos Custom Strategies, LLC 


Permanent Subcommittee on Investigations 

EXHIBIT #66 - FN 442 
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= Redacted by the Permanent 
Subcommittee on Investigations 


Russell Schreiber/HBUSWSBC 
10C!5/2001 08:20 AM 


To 

cc 


Mary Pa 



bcc 

Sut^ Saban fee anangement 


I have the fax. Til send it up when you are in. 
Rusty 


- Forwarded by Russell Schtelbei/HBUS/HSBC on 10/25/2001 0821 AM - 


ChudcWiIkt 


fcn 24 Ora 2001 21:02 


To: Mary Pan, et al 

Subject Saban fee arrangement 


This message originated from the internet Its originator may or 
may not be who they claim to be and the information contained in 
the message and any attachments may or may not be accurate. 


Pursuant to the new fee instructions faxed to Rusty last night the breakdovm 
of the $46,31 2,500 is QFA= $18,137,361 QFS= $28,175,139. 

Thanks in advance for all your rxioperation in getting these funds 
transferred and we apologize for the change in amounts and the late deTrvery 
of the revised instructions last night. 

Boards, 

Chuck 


Strictiy Coofideotial 
Not for Circulation 

Subcommittee Members and Staff Only 


HUI 0004387 
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invkstmfnt advisory agreement 


This Investment Advisory Agreement (the "Agreemenf) is made as of 

September , 2001 between Titanium Trading Partners LLC, a Delaware limited 

liability company (the "CZimf") and. QuellosCustomStrategies, LLC (the "Investment 
Adviser"), a Delaware limited liabUity company. 

In consideration of the mutual promises and agreements herein 
contained and other good and valuable consideration, the receipt of which is hereby 
acknowledged, it is agreed by and between the parties hereto as follows: 

1. Actions of Client 
Client has taken the following actions: 

(a) Transferred and assigned to HSBC Bank USA, as custodian 
(die " Custodiati'), the assets, consistingof securities (the "Basket"), derivatives and 
odier assets de.scr,ibed in Schedule A attached hereto, as Schedule A may be 
amended from time to time, and the income or proceeds from the investmentof such 
assets (the "Account"); 

(b) Autliorized and directed Custodian to maintain a separate 
account for and to segregate tlie assets of tlie Account subject to die managetnent of 
Investment Adviser; and 

(c) Authorize.d and directed Custodian to invest and reinvest the 
assets of the Account in accordance with instructions received by Custodian from 
Investment Adviser. 

Appointment of lnve.stm e nt Adviser. Client hereby appoints Quellos 
Customer Strategies, LLC as Investment Adviser with respect to the Account 
Investment Adviser hereby agrees to provide Client with investment management 
services with respect to the securities and other assets held from time to time in the 
Account. 

3. Discretionary Authority 

(a) Tlie InvestmentAdviser shall have full power a.nd. discretion to 

invest and remvesttlic assets of the Account, withoutprior consultation or approval 
o^Uerit Tliis a uthority shall include the power to buy, sell, exchange, convert and 
omerwisc trade in any and all publicly and privately traded slocks, bonds, options 
and other derivative instruments, and any other securities as the InvestmentAdviser 
may deem advisable and in the best interests of theCHent and to execute agreements 
in the Cb.ents name necessary to effect over-the-counter securities transactions or 
effect all forms n f borrowings and or leverage (such agreements may include, but are 
not limited to, Jntemational Swap Dealers Association (ISDA) Master Agreements, 
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Bond 'Market Association (BMA) Master Agreements, and International Securities 
Lending Agreements). 

(b) Client directs ttmt Investment Adviser execute all brokerage 
transactions relating to the Account through Oient's brokei-age account with HSBC 
Bank USA, or an affiliate thereof. Client acknowledges and agrees that such 
transactions willnot be executed on a "best execution" basis and may result in higher 
execution costs titan would otherwise be thecase, and dial Investment Adviser shall 
no responsibility for determining "best execution" with respect to such transactions; 

(c) Except as otlierwise provided in this Agreeirient, Investment 
AdvLser shallhave full discretionaryauthority (i) to determine which securities are to 
be bought or sold, (jj) to determine the manner in which securities are to be bought or 
sold and (iit) to execute for the Account such txansacbons as Investment Adviser 
deems necessary or desirable without the necessity of first obtaining the consent of 
Client or Custodian before such transactions are effected. 

(d) Client hereby authorizes Investnrent Adviser to give written 
instructions to Custodian at any time and from time to time duri.ng the term hereof 
to deliver securities sold, exchangedor ottierwise disposed of from the Account, upon 
receipt of payment for such securities, and to pay cash for such securities delivered 
to Custodian upon acquisition for the Account; provided, however, that this 
authorization .shall not be deemed or constnred to include authority to deliver or pay 
securities or ca.sh to Investment Adviser. 

(e) Client has authorized and directed Custodian to make 
payments and deliver securities from the Account to such persons in such manner, 
and in such amounts, as Investment Adviser sha.U instruct 

(0 CBent agrees to furnish and wijU require Custodian to furnish 
such authorizations as brokers or Investment Adviser may fromtinie to time request 
to implement the provisions of sub-paragraph (a) of this Paragraph 3. The 
Investment Adviser shall not be responsible for any los.s incurred by reason of any act 
or omission on tJie part of the Custodian. ’’ 

(g) Client hereby authorizes Investment Adviser, in Investment 
Adviser's discretion, to vote, consent, waive, ratify or take other actions with respect 
to proxies, exchange offers, tender offers, restructurings, amendments to indantures 
or ofter agreements, or other proposed transactions relating to the assets of the 
Account (collectively, to "Vote"); provided however, that, if shares of Fox Family 
Worldwide, Inc. are included in the Account at any time, Client .shah have the 
exclusive authority to Vote with respect to such shares. 

(h) hwestment Adviser is authorized to comply with any written 

or oral instructions from Client or Client's representative. 

f- Iiees md . Expense . s . 'Ihc compensation of the Investment Adviser for 

its services rendered hereunder shall be calculated and paid in accordance with 
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Schedule B- AH expenses of any sort or kind related to the Accottnt including, but 
not limited to, any costs of safekeeping, transport, acquisition and disposition, such 
as brokerage and other execution costs, custody fees and margin costs, shall be paid 
by the Client. To the extent that such fee is not paid by tire Client, it shall be payable 
from, die as.sets of the Account; provided, however, that Oient agrees to require the 
Custodian to send to Client a statement at least quarterly indicating all amounts 
disbursed from tbe Account, including the amount of fees paid directly to Investment 
Adviser hereunder. Client acknowledges that Client shall verify the accuracy of tbe fee 
calculation and Ls not relying on the Custodian for siich confirmation. 


5, Certain Conflicts of Interest 

(a) The Investment Adviser and its affiliates may have other 
investment advisory clients and investment vehicles and will seek to allocate 
investment opportunities and dispositions fairly over time among ail clients or 
vehicles. 

(b) Broker-Dealer or other financial institution counterparties of 
transactions entered into on behalf of Oient by the Investment Adviser may include 
counterparties for whidi the Investment Adviser or its affiliates or tlieir partners, 
members, shareholders or affiliates (i) have ownership or other financial interests; or 
(ii) have business relationships, including but not limited to lending, depository, risk 
management, investment advisory, security distribution or banking. These 
relationships may result in conQicLs of interest as between Investment Adviser and 
Client In addition, the Investment Adviser or an affiltaie of the investment Adviser 
may receive compensation from third parties counterparties to securities, derivative 
or otiier transactions in connection with introductions of Client to such third parties. 

Client understands and agrees to these relationships, 

6. Account Reports. The Investment Adviser shall prepare a monihly 
report summarizing the Account activity, and deliver this report to the Client within 
10 business days of each monih end. 

Services to Othe r Clients . The Oient understands and agrees that the 
Investment Adviser and its affiliates perform investment advisory and investment 
managemen t services for various clients other than the 0.ienL The Client agrees that 
Ihe Investment Adviser and its respective affiliates may give advice and take action 
in the performance of its duties with respect to any of its other cb'ents which may 
differ or be the same as advice given, or the timing or nature of action taken, witii 
respect to the Account. Nothing in this Agreement shall be deemed to impose upon 
the Investment Adviser any obligation to purchase or seU or to recommend for 
purchase or sale for the Account any sectuity or other property which the Investment 
Adviser its principals, affiliates, agenLs or employees may purchase or sell for its or 
ttieir own accounts or for the account of any other clients. 

8. LiabiUty. Investment Adviser shall not be liable for any action taken, 

omitted or suffered to be taken by it in its reasonable judgement, in good faith and 
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believed by it to lx; autliorized or within the discretion or rights or powers confejTed. 
upon it by this Agreement, or in accordance, witlr (or in the absence of) specific 
directions or instructionsfrom lire Client or Ciienf'srepresentatlve;provided, however, 
that such acts or omissions shall not have resulted from the Investment Adviser's 
wilful misconduct, bad faith or gross negligence in its actions under this Agreement 
or breach of its duties or of its obligatioas hereunder. 

Client shall indemnify the Investinent Adviser and its members, 
partners, affiliatos, employees, representatives, and agents (each an "Indemnified 
Person") against any and all losses, claims, damages or liabilities, joint or several, 
including, without limitation,reasonable attorney's fees and disbursements, resulting 
in any way from the performance or non-performance of the Investment Adviser's 
duties hereunder incurred in defense or di.sposition of any action, suit or other 
proceeding, before any court or adtninistrative or investigative body, in which such 
Indemnitee may be or may have been involved as a party or otherwise or with which 
Indentnitee may be or may have been threatened while acting in any capacity- 
pursuant to this Agreement, except hose resulting from gross negligence, willful 
malfeasance or violation of applicable law in the performance of the Investment 
Adviser's obligations and duties, and, in the case of criminal proceedings, unless such 
Indemnified Person had reasonable cause to telieve its actions unlawful. 

Notwithstanding the foregoing, nothing herein shall in any way 
constitute a waiver orlimitation of any rights that Oient nray haveimder any federal 
securities laws. 

9. Term in a Hon . ’Jhis Agreementmay be terminated by either the Oient 

or tlie Investment Adviser by givingthe ottierparty written notice of at leastSO days, 
and shall terminate automatically -without such notice upon the payment of all 
Performance Fees (as defined in Schedule B hereto) due to Investment Adviser and 
liquidation of the assets of the Accoimt. 

1.0. Notices . Any notice, instruction, request, consent, demand or other 
communication required or contemplated by this Agreement other than routine 
transactions, shall be in writing md shall be deemed delivered or received if gi-vai, 
made or communicated by United States registered or certified mail, return receipt 
requested, addressed as follows: 

If to Client; Titanium Trading Partners, LLC 

10960 Wilshirc Boulevard 
Suite #2233 

Lo.s Angeles, California 90024 
Attention; Sharon .Sellstroro 

If to Investment Adirisen 

Quellos Custom Strategies, LLC 
601 Union Street, 56'*’ Floor 
Seattle, W A 98101 
Attention: .Jeffrey 1. Greenstein 
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If to Custodian: HSBC Bank USA 

452 Fifth Avenue 
New York, New York 10018 
Attn: Mary A. Pan, Senior Vice President 

provided that each party shall, by written notice, promptly inform the otlrer party of 
any changeof address. Copies of all non-routine correspondenceshall also be sent to 
the General Counsel of Investment Adviser at the above address. 

1 1 . Representations bv Client and Investment Adviser . 

(a) Client and Investinent Adviser each represents and warrants 
that the terms hereof do not violate any obligation by which it is bound, wheiher 
arising by contract, operation of law, or otherwise. Oient (if applicable) and 
Investment Adviser each represents and warrants that it is duly organized, validly 
existing and in good standing under tire laws of its State of organization and has full 
power and authority to execute and deliver this Agreement and carry out its 
obligations hereunder, the execution and delivery of the Agreement has been duly 
authorized by all necessary action on its . behalf; the execution, delivery, and 
performance of this Agreement does not violate any agreement or arrangement to 
which it is a party or by whichitis boimclorany ordca-ordecree to whicli it is subject; 
and tlris Agreement constitutes tire vaUd and binding agreement 

(b) aientrepTesontsandwarrantsthaf (i)theassetsof theAccount 

do not constitute assets of (x) an employee benefit pleui (as defined in Section 3(3) of 
the Employee Retirement Income Seciuity Act of 1974 {"ERJSA”)), whether or not 
subject to Tide I of ERISA, (y) a plan described in Section 4975(e)(1) of the Internal 
Revenue Code, or an entity whose underlying assets are assets of a plan desentjed in 
(x) or (y) by reason of sudi plan’s investment in the entity; (ii) Client is not relying on 
funds managed hereunder to meet aiends liquidity needs, including needs to meet 
cash obligations and (ili) Ghent is excluded from the provisions of Section 205(a)(1) 
of the Advisers Act of 1940, as amended (the "Advisers Act") because Oient is a 
Qualified Purchaser" as defined under the Investment Company Act of 1940, as 
amended, and the rule promulgated thereunder. 

(c.) Client teprosenfs and warrants that (i) Client is in compliance 
wttv and covenants that Oient wUi in the futurecomply with (x) all applicable money 
or regulations, and (y) all applicable lax laws and regulations; and 
(u) Oient IS not subject to any sanction imposed by the Office of Foreign Assets 


(d) CUeht agrees to immediately notify the Investment Adviser of 
any changes ihat may occur in any of the above representations and warranties. 

(o) Client rt;prej;ents and warrants that it has read carefully and 

understands this Agreement (including all related Schedules) and has consulted its 
own attorney, accountant or investment advisor witli respect to Uu; investments 
contemplated by this Agreement and the suitability for such investments. 
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12. l-'nmi A13V: Privarv Poliry . (TJiejil acknowledges recei pt of Investment 
Adviser's Disclosure Statement, as required by Rule 204.-3 under the Advisers Act 
(the "Disclosure Statement'). In the eventClienl received the Disclosure Statement 
less tl\an48 hours prior to, but no later than, the cl ate of execution of this Agreement, 
Oient .shall have the option to ternunate this Agreement without penalty widrin five 
business days after the date of execution; provided, however, that any investment 
action taken by In vestorent Adviser with respect to the Account prior to the effective 
date of such termination shall be at Oiejit's risk. O,ientalso acknowledges receipt of 
Quellos Group's Notice of Privacy Policy. 

13. Confidential Relationship. Tire parties agree that all information and 
advice provided by either party to the other or the Client shall be treated as 
confidential and shall not be disclosed to third parties except as required by law or as 
necessary in connection with regular portfolio transactions for the Account- 

14. Amendment and A.ssignment. This Agreement may nnt he amenriwt 
without the prior written consent of the parties, and may not he assigned (as defined 
in the Advise.r.s Act) without the prior written consent of the other party. 

15. Maiyers, A waiver by any party of a breach of any provision of this 
Agreement shall not constitute a waiver of any subsequent breach of such provision 
or of any other provision hereof. Failureof a party to enforce at anytime or from time 
to time any provision of thi.s Agreetnent shall not be construed as a waiver thereof. 


{REMAINDER OF .PAGE INTENTIONAI.hY LEFT BLANK) 
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16. Coveminy^ t.aw. Hiis Agreement shaUbe construed in accordance 
with the laws o.f tlie -Slate of Delaware (wiUiout regard to piindple-S of conflicts of 
law) to the extent not preempted by applicable l-ederal law. 

IN WITNES.S WHEREOF, Client and lnve.simp.nl Advi.ser have caused this 
Agreement to be executed by tlieir proper signatures as of the day cuid year first 
written above. 

INVESTMENT ADVISER; 


QucUos Custom Strategie-s, LLC 



By: .. 

Title: 


CLIENT: 


Titanium Trading Partners LLC. 
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SCHEDULE A 

ASSETS OF THE ACCOUNT 


Eouitv Basket 


Company 

Ticker 

Shares 

Purchase 

Price 

Purchase 

Value 

Adobe Systems Incorporated 


1,728,000 

$25.3018 

$43,721310 

Autoo^tic Data Processing Inc- 

UsS 


$46.5344 

$80,644,115 


EISSl 

IbriiiinmiM 

$29.6057 

$20,723,990 

AOL Time Wairier Inc. 


2,649,485 

msmsm 

$86397,701 

Biosren, Inc. 

■Si 

953,516 

$53.1584 

$50,687385 


■gglM 

973,596 

$38.7761 

$37,752,256 

Cisco Systcrms, Inc. 


2,000/)00 

$12.5506 

$25,101,200 

Dell Computer Corporation 

DELL 

2,238DOO 

$18.6051 

$41,638314 

eBay Inc. 


3,181,462 

$46.6758 

$148,497,284 

Intel Corporation 


1,150,000 

$21.4840 

$24,706,600 

Microsoft Corporation 

MSFT 

745,500 

$52.1351 


Nokia Corporation 


900,000 

$16.8658 

$15,179320 

Oracle Corporation 


900,000 

$123191 

$11,087,190 

Sprint PCS Group 


1,756,000 

$25.2670 

$44368,852 

Qwest Communications Internationa^ Inc- 

Q 

2339,181 

$19.9605 


QUALCOMM Incorporated 

Kggggl 

575,000 

$473022 

$27,141365 

Xilinx, Inc. 

XLNX 

1,000,000 

$25.7564 

$25,756,400 

TOTAL 






Collar 

Collar Transaction on Equity Basket 

Strike Price of Put (100% Floor Price) $768,861,121 

Strike Price of Call (108% Cap Price) $830^70,011 


Other Assets 
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SCHhDULE B 
FF.HS 

Upon ttie final liquidation of tlie assets (as defined in the initial Schedule A to 
this Agreement) of the Account (other than cash or cash equivalents) (the "Final 
Liquidation"), Investment Adviser shall be paid a performance fee (ihe 
"Performance Fee") equal to seventeen percent (17%) of the excess, if any, of the 
"Final Liquidation Value," over the "Floor Value" both as defined below, as of the 
date of thePinal Liquidation (the "Final LiquidationDate"). In the event assets are 
withdrawn from tlie Account prior to the Final LiquidationDate and prior to payment 
to Investment Adviser of its Performance Fee, the Investment Adviser shall be paid 
a Performance Fee calculated as provided in the pieceding sentence and based upon 
the Final UquidationValue as of such withdrawaldate, and the Floor Value shall Aen 
be increased to equal the Final Liquidation Value used in calculating such interim 
Performance Fee (an "Interim Performance Fee Calculation") less the value of such 
withdrawn assets.. Any subsequent Performance Fee shall be calculaledbascdon ttte 
excess, if any, of the Final Liquidation Value of the Account as of tlie relevant 
Performance Fee calculation date over the Floor Value as of the most recent Interim 
Performance Fee Calculation. Any losses incurred by the Account subsequent to. the 
payment of a Performance Fee shall be recouped prior to the payment of any 
subsequent Performance Fee; provided, however, Bie Investai.cnt Adviser shall in no 
event be required to refund any Performance Fee. In the event this Agreement is 
terminated prior to tlie. Final Liquidation Date, an Interim Performance Fee 
Calculation shall be made as of the date of such termination and Investment Adviser 
shall be paid a Performance Fee based on such Interim Performance Fee Calculation. 

"Floor Value" shall mitlally mean the value of the Basket on the date of 
acquisition of Client by Titanium Acquisition Corp. and Cheiyl Saban. Floor Value 
shall thereafter be adjusted in accord a nee with the preceding paragraph as a result of 
any Interim Performance Fee Calculatfon. 

"Final Liquidation Valu«f' shall mean the value of the Basket as ofthe Final 
Liquidation Date, plus or minus the value of the Collar listed in Schedule A hereto 
(the Collai") on the Pina! LiquidationDate. Final Liquidation Value shaUbe adjusted 
in accordance with the second preceding paragraph as a result of any Interim 
Performance Fee Calculation. 

The value of the Basket on any date shall be the aggregate value of the 
securities contai.ned in the Basket on such date. Tito per share value on any date of 
any security in the Basket listed on the Nasdaq NMS shall be the last traded price 
quoted by such exchange on such date without regard to extended or after hours 
trading. The per share value on any date of any security in the Basket listed on the 
New York Stock Exchange .shall be the dosingprice quoted by such exchange on such 
date. The value of any other assets of the Account shall be dete.rnunedin good faith 
by the Investment Adviser, including by referertcc to proprietary models. 
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email 

Mary A. Pan, Miehael Grippo, Russell Schreiber Chris M. Hirata, Chuck H. With 

Performanra Fee - Mary, 

Attached please find a .pdf file that summarizes the trading activity in Tltaiuum Trading l^utners, LLC (Titanium*) as verified by Rusty. Bdow the 
calaitadon of the investment performance you will see the detailed calculation of our $7397,430 performance fee as outlined in the investment advisory 
agreement between Titaiuum and QueUos Custom Strategies, LLC. Please remit payment of this fee fiom Titanium's account at HSBC according to the 
following wire instructions as soon as possible; 

Bank of America 
ABA « 125000024 
Quellos Custom Strategies, LLC 
ACC # 6B87{S15 


Please call me inunedlatdy if you have any questions. Thanks Mary. 
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^nkof America 


FROM! BAHK OF RMERICA/WAX 
TO! QUADRA CUSTOM STRATEGIES INC. 
60 1 UNION ST., 5BTH FLOOR 
SEATTLE, WA . 

ATTN! MARK SEARS 
DATE: 011)19 


From! Bank of America, Wire Transfer Services 
wire Transfer Advice 
Date! 19-NOV-200I, Account! BBB70615 




QUADRA CUSTOM STRATEGIES INC. 
601 UNION ST., 56TH FLOOR 
SEATTLE, WA 90101 
Attni MARK SEARS 


Please contact us at 1-000-577-9473 (WIRE) if you liave any questions about 
tliis wire transfer. Thank you for using Bank of America Wire Transfer Services. 

This transaction was credited today in the amount of 7,597,430.00 


Our Ref! 011119009547 

Senders Ref! 323IZ00113B00000 

External Ref! 


IMAD=2001 1 1 1 9BlOR9B4C00 ^@t 


Originator! 

Originators Bank: 

Sending Bank: 021001008 

Beneficiary! 


TITANIUM TRADING PART 10960 WILSHIR 
E BLVD 2233 LOS ANGELES CA 9002 
43702 ■ 

TITANIUM TRADING PARTNERS LLC 
19 MOUNT HOVELOCK 

DOUGLAS ISLE OF MAN UK IMI20G 00000 
HSBC BANK USA 
BUFFALO, NY 

QUELLOS CUSTOM STRATEGIES, LLC 


Originator to Beneficiary Info: 
NNNN 


REF! PERFORMANCE FEE 
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THE IRISH Trust company (Cayman) Ltd. 


Application for a 
Restricted Trust License 


The Irish Trost Company (Cayman) Lid. (the "Company") will be formed under the laws 
of the Cayman Island.s to provide trust and mutual fund administration services to the persons 
and entities set forth below. Accordingly, the Company hereby makes an applicadon to the 
Inspector of l<inancial Services for approval in principle of a Restricted Trust License. The 
Company is also .submitting a separate application for a Restricted Mutual Fund Administrator’s 
License. 

Tlie address of (he Company’s Registered Office wili be The Ugland House, 5th Floor, 
South Church Street, George Town, Grand Cayman, and the Company’s authorised agent will 
be Ms. Miciieilc Boucher. 

Ownership 

Tlic Company will he wholly-owned by Irish Holdings, Ltd., a company to be formed 
under the laws of the Cayman Islands. Irish Holdings, lad. will in mm be owned by the 
following Isle of Man discretionary trusts' settled by Mr. Keith L. King on Fd>ruaty 2, 1994, 
wiili Ixiriic House Trust as the original trustee and having the following beneficiaries: 

1. 'I'lic Bessie Tiust: Keith 1.. King, Sam Wyly, the wife of Sam Wyly and the 
issue of Sam Wyly; 

2. 'I'hc Tyler Trust: Keith L. King, Charles J. Wyly, Ir., the wife of Charles J. 
Wyly. Jr. and (be issue of Ciiarles J. Wyly, Jr.; and 

3. I’lie South Madison Trust; Keith L. King, Michael C. French, the wife of 
Michael C. French, and the issue of Michael C. French. 

Tiicse three trasls (to be referred hereinafter as the "Shareholders Trusts") also own 
Scottish 1 loldings. Ltd . , a Cayman Islands corjioration, which in turn owns The Scottish Annuity 
(Cayman) l.td., a Cayman islands corporation which was granted an Unrestricted Class B 
In.surcr’s License on June 29, 1994. 


*'l'ho address of each of the trusts is c/o I>orne House Trust Limited, Lome House, 
Castlctnw'ii, Isle of Mau, IM9 lAZ. 
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Dircclors 

Tiic Company anticipates that the following persons will be members of the Company’s 
Hoard of Directors: 

1 . Mr. Ronald Buchanan 

Mr. Buchanan, a resident of the Isle of Man, serves as a Managing Director of 
the Company. Mr. Buchanan is currently the Managing Director of the trust 
.services company of 1 xtrne House Trust Limited, a position he has occupied since 
1 982, and has over 2.‘> years of experience in managing banks and investtnent and 
tru.st companies. 

2. Mr. l-rancis O. Flanagan 

Mr. Flanagan, an Irish national, currently serves as Vice Chairman of Queensgate 
Hank & Tnist Company, Ltd., a position he has occupied since 1993. Mr. 
F'lanagan has twenty five years experience in international banking, asset 
management, and per-sona! and coiporate trustee services. From 1985 to 1993, 
Mr. Flanagan served as Managing Director of Aall Trust & Banking Corporation, 
and prior to that time, Mr. Flanagan served as Area Managing Director of the 
Canadian Imperial Bank of Commerce Trust Operations in the Bahamas and 
Grand Cayman. 

3. Mr. Michael C. French 

Ml. Flench, a citixen of the United States, is a Managing Director of Maverick 
Ca|>ital, Ud., an investment management firm based in Dallas, Texas, and is a 
consultant to the international law firm Jones, Day, Reavis & Pogue, From 1970 
to 1995, Mr. French was a partner of the Dallas-based law firm of Jackson & 
Walker, where he served as Chairman of the Management Committee 

fiom 1988 to 1992 when he joined Maverick Capital. Mr. FreiKh serves as a 
director of Sterling Software, Inc., a computer software provider listed on the 
New York Stock lixcliange, and Michaels Stores, Inc., a national qtecialty retail 
chain listed on NASDAQ. 

4. Mr. J. Dennis Hunter 

Mr. Hunter, a British national and Cayman Island resident, is currently the 
Managing Director of Queensgate Bank & Trust Company, Ud. in George Town, 
Grand Cayman, a position he has occupied since 1993. Mr. Hunter has over 
.sixteen years experience in international banking and mutual fund administration, 
and from 1978 to 1993, served a.s Financial Controller and Treasurer of Aall 
Trust <S: Hanking Corporation, Ud. 
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5, Mr. Keith L. King 

Mr. King, also an Isle of Man rcsMenl, serves as a Managing Director of the 
Company. Mr. King is currently the Managing Director of the securities 
brokerage firm of City & International Securities, a position he has occupied 
siticc October, 1989. Prom September, 1987 to October, 1989, Mr. IGng served 
as a director of E.S. Securities, iJd. and was Managing Director of European 
Capital Bonds, lad. from March. 1986 to September, 1987. A member of the 
.Securities Institute, Mr. King is a director of Lome House Trust Umited. 

llte Company anticipates sub-leasing office space at Queensgate Bank & Trust, and will 
therefore have Messi s. Hunter and Flanagan at its disposal to provide the necessary professional 
knowledge and cxpcrlise in trust matters virtually at all times. 

Officers 

Ms. Michelle Boucher will serve as the Company’s Manager of Finance and 
Admini.stration, a position wliich she currently holds with The Scottish Annuity Company 
(Cayman) l.td. Ms. Boucher, a Canadian national, has resided in the Cayman Islands since 
1992. She spent two years as a Senior Client Accountant in the Mutual Fund Department with 
McesPienson (Cayman) Limited, and prior to that time, was an auditor with Price Waterhouse. 
Ms. Boucher i.s a Chartered Accountant and holds a BMath from the University of Waterloo. 

If the Ucstriclcd Trust and Restricted Mutual Fund Administrators licenses are granted, 
the Cennpany expects to submit an application to the Immigration Authorities requesting that Ms. 
Boucher’s work ]icrmi( be shared by the Company and The Scottish Annuity Company (Cayman) 
Llci, Moreover, should the iiccnsc.s be granted, it is likely that the Company will hire an 
additional person to a.ssist in the administration of the Company. 

lo'gal and Accounting 

The Company’s legal matters will be handled by Messrs. Maples & Calder. The 
Company will he audited by Messrs. Ernst & Young (P.O. Box 510, George Town, Grand 
Cayman), and the parttier in charge of the audit engagement is Mr. Daniel Scott. The fiscal 
year of the Company will end each December 31 . and it is expected that the accounts of the 
Company will be audited by June 30 of each year. 

Subsidiaries 

'file Company does not anticipate having any subsidiaries at this time. 


Page 3 


CONFIDENTIAL 

PSI00120948 



2777 


BUSINESS PIAN 

The Company is bcin" formed in part to provide trust services to the following two 
groups of people: 

1. Policy holders of The Scottish Annuity Company (Cayman) Ltd. ("Scottish 
Aiiimity")\ The ability of the Company to provide such trust services is 
important in two respects: 

(i) There arc several ll.S. Mates that impose a penalty tax on residents that 
purchase annuity policies from "alien” insurance companies such as 
Scottish Annuity. Individuals in these states may avoid having to pay 
the.se taxes by forming an offshore trust with the Company which would 
then purchase the annuity from Scottish Annuity. 

(ii) Forming an offshore trust for the purpose of holding the annuity policy 
would provide the individual policy holder with an additional level of asset 
protection. 

The Company anticipates that approximately 10-20% of its contract 
owners will establish an offshore trust with Scottish Annuity that will then 
in luin purchase and hold the annuity policy. 

2. licncficiaric.s of the Shareholders Trusts (Please see page 1 for the details of the 
hcncficiat ic,s of the Shareholders Trusts). 

Accoidingly, the C:ompany requests that the trust license to be granted pursuant to this 
Application be restricted to the aforenienlioncd groups of people. 


’The address of The Scottish Annuity Company (Cayman) Ltd. is Ugland House, 5th Floor, 
P.O. Box 50464, George Town, Grand Cayman, Cayman Islands. 
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3-lNANCIAL STATEMENT ASSUMPTIONS 

1 . All amounts are shown in US dollars. The Company assumes that it will earn a 5% rate 
of return on the 52.1,000 minimum capita) requirement. 

2. 'The Company expects to cliarge a fee of $5(K) to establish each trust, and a $500 annual 
tro.st administration fee. It is further assumed that Scottish Annuity will issue 24 in 1996 
and 4.1 in 1997, and of tliose policy holders, 15% will use a trust which will in turn 
]>urchase the annuity contract. Thus, it is assumed that 4 new contract owners will use 
tlic Company’s Inist services in 1996, with that number increasing to 6 in 1997. 

3. Tlie Company assumes that it will earn fees of $25,000 and $35,000 in 1996 and 1997, 
re.speclively, from administration of Shareholders Trusts. 

4. The attached financial .statements reflect the activity of the Company’s trust services 
only, i.e., any income to be derived from the Company’s projected mutual fund 
adniinislralion activities is not included. 
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BALANCE SHEET 


}/ii!ial Projcned Balance Sheet 

Cash/Cash Equivalenls 
Equity 

Balance Sheet After Year I (1996) 

Cash/Cash Equivalents 
Equity 

Ketaiiied Earnings 

Balance Sheet After Year 2 (1997) 

Cash/'Cash Equivalenls 
Equity 

Retained Earnings 


$25,000 

$25,000 


$25,250 

$25,000 

250 


$32,500 

$25,000 

7,500 
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INCOME STATEMENT 

Income Siaiement After Year 1 (1996) 

Income: 

Ti-ust Administration Income $29,000 

Interest Income 1,250 

Total Income $30,250 

Expenses; 

Managcnienl & Administrative Expense $30,000 

Total Expenses $30,000 

Net Income $250 

Income Stalcinciil After Year 2 (1997) 

Income: 

Tinsl Administration Income $41,000 

Interest Inconte 1,250 

Total Income $42,250 

lixpetises: 

Management & Administrative Expense $35,000 

'J'oia! Rxi>enscs $35,000 

Net Income $7,250 
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MEMO Maverick 


To: Charles 

From: Sam 

Date: June 6, 1996 

Subject: Maverick Discussion Sheet 

Existing ownership of Maverick is 66.88% Sam’s Family and 33.12% Charles’ Family. Charles’ 
Family reduce to 5% ownership. 

The current shareholders have performance fees of $2,865,603 deferred. Those fees should be 
moved from capital to a deferred performance payable to the existing partners. Sam’s Family 
would retain $1,916,515 and Charles’ Family $949,088 and payment wotild be made when the 10 
years elapse. This minimizes taxes for Charles’ Family and minimizes cash flow requirements for 
Sam’s Family. 

Charles currently owns deferred compensation of $330,691. If he remains an owner, it will not be 
distributed or taxable at this time. 

Capital accounts would be as follows at 4/30/96: 


Capital Account 

9,980,851 

Reduce by Deferred Performance 

(2,865,603) 

Reduce by Ainslie Fee 

(1,844,939) 

Reduce by E. Wyly Fee 

(335,158) 

Employee Bonuses (Estimated - 10% of profits) 

1493.5151 

Maverick Capital Account @ 4/30/96 

■■4.441.636 

Sam Fantily Capital Account 

2-970.566 

Charles Family Capital Account 

1 471 070 


In exchange for retaining 5% of Maverick a minimum balance of $40 mm will be retained in the 
Hedge fends. Income may be distributed and losses do not need to be made up. Adttitionally, 
Charles’ Family agrees to not pull out fends in excess of $1,000,000 per quarter without a sfac 
month notice. Approximate balances at 5/31/96 are: 


Maverick Funds USA - Entrepreneurs and Miller 3,264,254 

Maverick Income Fund - Entrepreneurs and Aspen 2,966,025 

Maverick Fund, LDC - IRA, Pension and Foreign 24,372,333 

Maverick Income, LDC - Foreign 9.525.113 

Total 40, 127.725 
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Existing ownership of Scottish Annuity is ITi Sam’s Family and 1/3 Charles’ Family. Charles’ 
Family ownership will be reduced to 5%. 

Irish Trust company will remain owned 2/3 by Sam’s Family and 1/3 by Charles’ Family. 

The family office will remain combined with employees continuing to be paid from Sterling 
Software. 

Seventy-five percent of Keith Hennington’s compensation will be moved to Sterling Software 

Maverick Entrepreneurs will stay the same for present. Ultimately the stock will be distributed to 
the Family members and exchanged for a private annuity or held in the U.S. 
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TWILIGHT SYSTEMS 
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FRAUDULENT CONVEYANCE 
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Tedder says the following Is in vogue today to sell real estate. 
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. Family receives distribution at donees death. 
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some out of court settlements. 


2798 


5 g,:- 8« 

a?.2 2| 

5 g-gfP 

® * s “ i 

= o £ £ g 

S5 I 

”8 si « 

» o S g “ 

^§111 
s-s E S* 


E 

o •“ •£ 1 ) J 
* ? ° £ i 

® I C 2 ■ 

~ u- O ” ? . 

s g S'BS i 

|==!|l 
1 1 1 1 i 

Q) u s HI o 

1^! SS2 

E ■= $ -o '5 

«.aiE ™ » 


’ ^ a : 

’ S dj o <2 5 ! 

2 !2 2 3 i ' 
3 _ -D « •— * J 

i ro i “ -c -i ' 

s 5 TJ i5 2 2 


2 2 B - 

I ^ Si 

S 2 g| 

0) O 2 


"Ifgl 

S' 3 2 2 »- 
S T| <0 
® s 5 o 8 s 
5 c S O -o 5 



a domestic jurisdiction, when moving cash to a FST to be hdd in 
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in Texas the cash value of your life insurance has the same 
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CAPTIVE INSURANCE COMPANY (CIC) 
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coiporation guarantees will be good and that the AR will be replaced 
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TWILIGHT AREAS 
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you need the passbook and the number. Eighty percent of all 
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Meeting with Staff of the Senate Permanent 
Subcommittee for Investigations on Behalf of 
Sam Wyly and Charles Wyly 

May 15, 2006 


Subject to agreement of confidentiality 
and non-waiver 


Permanent Subcommittee on JovestigatioDS 

EXfflBIT#66-FN465 




Response to Request Number 1 

I. Principal Legal Advisors 

A. Principal Law Firms Utilized 

II. Legal Review of the Offshore System 

A. The Wylys’ Introduction To International Planning 

B. Legal Advisors - Original Planning 

C. Time-line of Tax Advisors 

D. Time-line of Securities Advisors 

E. Other Key Advisors 


Subject to agreement of confidentiality 
and non-waiver 
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Principal Law Firms Utilized - Jackson Walker 

Full service Dallas firm. In 1990 it was one of the ten 
largest Texas-based firms, founded in 1889 (Michael 
French - partner 1 991 -1 995). 

Active Attorneys: 


M. French 

J. Ryan 

M. Post 

Davies 

R. Groves 

R. Kalteyer 

C. Gilbert 

D. Easley 

R. Hawkins 

E. Scherlen 

C. Maguire 

T. Taylor 

B. Flody 

J. Klein 

L. Bean 



Subject to agreement of confidentiality 
and non-waiver 
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Principal Law Firms Utilized - Jones Day 

One of the largest international law firms counts more than 
half of Fortune 500 among its clients. Founded in 1893. 
Dallas office offers sophisticated international securities 
and tax advice (Michael French - consultant 1995-2000). 

Active Attorneys: 


R. Estep 

J. McCafferty 

E. Giddens 

J. O'Bannon 

K. Barlow 

R. Lee 

K. Hochman 

M. Betzman 

M. Garnett 

J. Rooks 

A. Sim 

R. Jason 

F. Arnold 

T. Gillepsie 

W. Ditto 

T. Cefalo 


Subject to agreement of confidentiality 
and non-waiver 
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Principal Law Firms Utilized - Meadows Owens 


Tax specialty firm with practice areas including “family 
wealth preservation” planning and securities (principal 
counsel following French’s separation from Wylys). 

Active Attorneys; 

R. Owens C. Pullman 

A. Stroud W. Cousins 

C. Blau D. Kniffen 


Subject to agreement of confidentiality 
and non-waiver 
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Principal Law Firms Utilized - Morgan Lewis 

Leading international law firm, whose tax practice develops 
and implements tax-efficient structuring to satisfy client 
objectives and provides strategic tax planning advice and 
representation on a variety of complex transactions for 
domestic and foreign corporations, partnerships and 
individuals. 

Active Attorneys: 

C. Lubar C. Calhoun 

K. Kail F. Mirabello 

A.B. Owen H. Goldberg 

S. Sittner W. Zimmerman 


Subject to agreement of confidentiality 
and non-waiver 
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Michael French, Esq. 


^ Graduated from Baylor Law School in 1967 (JD) 

Honors: Cum Laude, Baylor Law Review, First in 
Class. Highest Grade on Texas Bar Exam 


, 70 “ ’95 Jackson & Walker 


^ ‘88 - '92 Managing Partner of Jackson & Walker 

, ‘92 - ‘01 Oversaw the Wyly’s global asset 
holding system, acted as trust 
protector, and General Counsel to the 
Wyly Family. 


^ ‘93 - ‘96 Maverick 



, ‘94 - ‘06 Scottish (Chairman) 

, ‘95 - ‘00 Jones, Day, Reavis and Pogue 


Subject to agreement of confidentiality 
and non-waiver 
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II. Legal Review of the Offshore System 

A. The Wylys’ Introduction To International Planning 

B. Legal Advisors - Original Planning 

C. Time Line of Primary Legal Tax Advisors 

D. Time Line of Secondary Legal Tax Advisors 

E. Time Line of Securities Advisors 

F. Other Key Advisors 

Subject to agreement of confidentiality g 

and non-waiver 



The Wylys’ Introduction To International Planning 


1991 

Spring 

Shari 

Robertson 
attends a 
David Tedder 
asset 
protection 
seminar, 
which 
detailed 
international 
planning 
techniques 


1991 

1992 

1992 

1992 

November 

March 

March 

April 

Sam and 
Charles 
Wyly, Mike 
French and 

Michael 
Chatzky and 

French 

implements 

Private 

annuity 

Bob Berends 

international 

transactions 

Robertson 
attend 
Tedder 
Seminar in 

meet with 
French and 
Robertson in 
Dallas 

planning 

lOM Trusts 
settled 

French and 
Robertson 
trust 

New Orleans 

Jackson & 
Walker 
coordinate 
tax opinions 

Jackson & 
Walker 
oversight 

protectors 

Jackson & 
Walker 
oversight 


Subject to agreement of confidentiality 
and non-waiver 
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B. Legal Advisors - 







1 992 

1993 

1994 

1995 

1996 


Tedder Chatzky Retained 
or Asset Protection and 
Tax Deferral Planning 

Tedder, Chatzky, Berends 
Jackson Walker 
Chatzky & Associates 
Morgan Lewis 
Meadows Owens 
Michael French 

Subject to agreement of confidentiality 
and non-waiver 


iginal Planning 







1999 

200D 

2()01 

2002 

200 ? 
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C. Time Line of Primary Legal Tax Advisors 



Mi 

chael F 

rench 



Mich< 

lel Frer 

ch 






i 

l9'-}2 

199.8 

1994 

1995 

1996 

1997 

1998 1 

1999 ^ 

2000 

2001 

2002 

2003 

2004 


Compliance. Propriely of the Oflshoro Sysiem T rusts. Pnv.sto Annuities 

Tax Opinions 

Compliance. Propriety of the Offshore Syslom. !OM Trusts. Private Annuities. 

Tax Opinions. Foreign Tax Planning tirplementation anrt Oversight. Business 
Transactions. Foreign Investments Vehicles 

Comptiance. Propriety o( the Ofishore System, lO'vl Trusts, Tax Opinions: 
Maverick. Foreign Ins. Co.. Annuities Chiintabio Contributions 

Compiiance. Propriety of the Offshore Syslom. lOM Tnisls. Tax Opinions, 

Private Annuities, Chariiabie Donations 

Compliance. Propriety of the Offshore System, Foreign Trust Analysis: Tax 
Planning tmplemenialiori and Oversight, lOM Trust Related Loans, Security 
Capital, Trust-Related Real Estate Acquisitions, Civil Tax Litigation. Cayman 
LLCs. Bulidogil Pitkin II. SBC i099s. Art Transactions 

Comptiance. Propriety ol the Offshore System, Tax Planning Impicmeniation and 
Oversight. lOM Trust-Related Transactions and Invoslinonis 

Subject to agreement of confidentiality 
and non-waiver 


Tedder, Chatzky, Berends 
Jackson Walker 
Morgan Lewis 

Chatzky & Associates 
Meadows Owens 

Michael French 
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D. Time Line of Secondary Legal Tax Advisors 









1 





1994 

1995 

1996 

1997 

1998 

1999 

2000 

2001 

2002 

2(K)3 i 

2004 

2005 


Maples & Calder 


Cayman ASloroeys. Mavonck. Ranger. Security Capital. 
lOM Trust R(5lale(i l.cians 


Chamberlain Hrdlicka 


Tax Opinion 


Subject to agreement of confidentiality 
and non-waiver 
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E. Time Line of Securities Advisors 








1 








1992 

1993 

1994 

1995 

1996 

1997 

1998 

1999 

20(K) 

2001 

2(K)2 

2(X)3 

2004 

200: 


Jackson Walker 
Jones Day 
Michael French 


Compliance. Proprioty of fho Offshore System. SEC 
Filings, Acquisition Agieemenls. Maverick. Transactional 
Business 

SEC Filings. Maverick. Scottish. Green Mountain. Trust- 
Related Loan Agreements. Transactiona! Business, 
Offshore Investment.s Offshore Private Placements 

Propriety of the Offshore System, SEC Filings. Maverick, 
Scottish. Green Mountain. Transactional Business 


Subject to agreement of confidentiality 
and non-waiver 
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F. Other Key Advisors 























1992 

1993 

1994 

1995 

1996 

1997 

1998 

1999 

2000 

200! 

2002 

2003 

2004 

2005 


Keith Hennington (CPA) 

Sharyi Robertson (Admtnistratorrprotector) 
Elaine Spang (CPA) 

Stacey Wittrup (CPA) 

Michelle Boucher (Administralor'Protector) 
Keeley Hennington (CPA) 

Ernst & Young 

Subject to agreement of confidentiality 
and non-waiver 


Tax and Estato PlaniniK], Tax Rplurnri, 

Finances 

FamiSy finances. Trust Protector, 
Maverck 

Family Finances, Tax Returns 
Tax Returns 



Maverick Administrator, Trust Protector, 
Trust Administration, Scottish 
Family CFO, Tax Returns 

Tax Return Preparer, NV Corp 
Dissolution, Limitod Partnerships, Fund 
and Irish Trust Audits, Green Mountain 


14 



2833 


SETTLEMENT AORKEMENT AND MUTUAL RELEASE 

Michael C. French ("French"), for his part, and Sam Wyly and Evan Wyly (together, the 
"Wylys"), for their part, enter into this Settlement Agreement and Mutiml Release ("Agreement") 
on this 2 1 ® day of December 2000. The intent of this Agreement is to sever all direct and 
indirect business and professional relationships between French and the Wylys, to resolve all 
claims that French has asserted against the Wylys, and to forever end all disputes between 
French and the Wylys, except insofar as may be necessary to enforce this Agreement. 

RECITALS 

A. Contemporaneously with the execution of this Agreement and effective as 
of the date hereof, Michaels Stores, Inc. ("Michaels") and French have agreed to terminate that 
certain Consulting Agreement dated October 1, 1996, and in connection with termination of such 
Consulting Agreement, Michaels has agreed to pay to French $540,000 no later than January 15, 
2001 in satisfaction of all unpaid amounts due thereunder. French and Michaels have also 
agreed to a mutual release of any and all claims related to such Consulting Agreement. 

B. Contemporaneously tvith the execution of this Agreement and effective as 
of January 1, 2001, French has withdrawn as a limitedpartner of Maverick Capital, Ltd. 
("Maverick") with the consent and approval of Maverick Capital General, L.L.C., the General 
Partner of Maverick. In consideration for such withdrawal and termination of his entire equity 
interest in Maverick, Maverick has agreed to pay to French an amount equal to the difference 
between (i) the sum of (a) $ 1 5 1 ,000, the amount of French's coital account as of January 1 , 
2000, (b) the amount of Maverick's net earnings for 2000 allocable to French in accordance with 
Maverick's: established practices pursuant to Maverick's Third Amended arid Restated 
Partnership Agreement, dated as of January 1, 1997 ("French 2000 Earnings"), and (c) the value 

I Permanent Subcommittee on Investigations 

EXHIBIT #66 -FN 472 
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as of January 1, 2001 of those amounts held in Participant Accounts established in French's name 
pursuant to the Maverick Capital, Ltd. Amended and Restated Defeaed Income Plan, effective as 
of January 1, 1998, and (ii) $200,000. Maverick has agreed to pay to French no later than 
Januaty 23, 2001 (the "Settlement Date") the sum of (i) the amount determined pursuant to the, 
preceding sentence without taking into account French 2000 Earnings and (ii) 95% of estimated 
French 2000 Earnings determined. as of the Settlement Date. No later than March 31, 200 L 
Maverick has agreed to pay to French the difference between French 2000 Earnings determined 
on the basis of its audited financial statements and the amount taken into account pursuant to the 
preceding sentence. Maverick and French have agreed to a mutual release of all claims related to 
Maverick and French's limited partnership interest in Maverick. 

C. The parties hereto desire to resolve certairi disagreements among 
themselves in order to avoid the hazards and costs of litigation and the effects of possibly 
adverse publicity on their respective businesses. 

AGREEMENT 

For good and valuable consideration, the parties (o this Agreement agree as follows: 

1 . On the Settlement Date, the Wylys shall pay or cause to be paid to French the sum 
of $1 5,309,000 to resolve all disputed claims among them. Such amount shall be paid by one or 
more certified or cashier's checks payable jointly to French and Godwin, White & Gruber, P.C. 

2. French, for himself and for each of his family members, agents and employees, 
hereby fiilly releases and forever discharges Sam Wyly, Evan Wyly, their family members, trusts 
the beneficiaries of which include any such person or persons and any entity controlled directly 
or indirectly by one or more of the foregoing (each of Sam Wyly, Evan Wyly and such family 
members, trusts and entities, a "Wyly Person”) and their agents and employees, now and forever, 
of and from any and all claims, demands, liabilities, obligations, causes of action and losses of 
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every kind and nature, whether known or unknown, that have been or that couid have been 
asserted on or prior to the date hereof, including, without limitation, any claim that French is 
entitled to any equity participation (whether' documented or undocumented) in any Sam Wyly- 
related or Evan Wyly-related enterprise. Fretich represents that he has the authority to enter into 
this release and agrees to indemnify each Wyly person against any loss'or expense resulting from 
the assertion of aiiy claim released hereunder. THE RELEASE CONTAINED IN THIS 
PARAGRAPH DOES NOT AFFECT THE OBLIGATIONS OF SAM WYLY AND EVAN 
WYLY SET FORTH IN THIS AGREEMENT. 

3. Sam Wyly and Evan Wyly, for themselves and for each other Wyly Person and 
their agents and employees, hereby fully release and forever discharge French, his family 
members, agents and employees, now and forever, of and from any and all claims, demands, 
liabilities, obligations, causes of action and losses of every kind and nature, whether known or 
unknown, that have been or that could have been asserted on or prior to the date hereof. THE 
l^LEASE CONTAINED IN THIS PARAGRAPH DOES NOT AFFECT FRENCH'S 
OBLIGATIONS SET FORTH IN THIS AGREEMENT. 

4. That certain letter agreement dated January 24, 1997 between French and the 
Wylys is voided and shall have no further force or effect. 

5. All oral agreements and understandings between French on the one band and any 
Wyly Persoii on the other hand are voided and shall have no further force or effect. 

6. French agrees that neither he nor his family members, agents! employees or any 
entity controlled by any of the foregoing shall at any time with any person, agency or entity take 
a position inconsistent with the position that the fair market value of any interest in Maverick is 
equal to its book value. French represents that no such person has taken any such inconsistent 
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position during the period November 30, 200Q to the date hereof. French acknowledges that the 
provisions of this Section 6 constitute a material inducement to the Wylys to enter into this 
Agreement. 

7. French acknowledges that he is obligated not to disclose any confidential 
attorney-client communications between himself and any Wyly Person, as weU as any attorney 
work product created in connection with French's work as counsel for any Wyly Person. If 
French receives a subpoena or an order requiring disclosure of such communications or work 
product, he shall promptly notify the Wylys so that they may object to such subpoena or order. 

8. French represents that he has returned to each Wyly Person all of the files, 
including attorney woric product, generated or collected in connection with any and all of 
French's work as counsel for such Wyly Person and that he has used his reasonable best efforts to 
locate all such files. French agrees to return any such files subsequently located to the relevant 
Wyly Person. 

9. This Agreement shall be binding upon and shall inure to the benefit of the parties 
to this Agreement and their respective family members, agents, employees, assignees and 
successors-in-interest. 

10. ■ The terms of this Agreement are confidential and shall not be disclosed to any 
other person, except for disclosure required by law or regulation. If any party to this Agreement 
receives a subpoena or order requiring disclosure of this Agreement or any of its terms, that party 
shall inunediately advise the other parties to this Agreement so that they may take appropriate 
action to oppose the subpoena or order. 
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11. This Agreement contains theentire.agreement of the parties regarding the 
resolution of their differences and supersedes any and all prior representations, agreements or 
understandings that may be alleged to exist. 

12. Any disputes relating to this Agreement shall be litigated in Dallas County, Texas. 

13. - This Agreement shall be construed in accordance with and shall be governed by 

the laws of the State of Texas. 

14. Any amendment or modification of this Agreement, including consent to any 
deviation from its terms, shall not be binding unless the same is in writing and signed by the 
parties to this Agreement. 

15. French, for his part, and the Wylys, for their part, have retained separate legal 
counsel to advise them on this Agreement and on the claims giving rise to this Agreement. 
French has not relied on any advice given by the Wylys’ counsel, nor have the Wylys relied on 
any advice given by French's counsel in connection with this Agreement or the effect of any of 
its terms. 

1 6. French, for his part, and the Wylys, for their part, have consulted their respective 
tax advisers concerning this Agreement and the effect of its terms on their respective tax 
liabilities. French has not relied on the views or advice of the Wylys' tax adviseis, and the 
Wylys have not relied on the views or advice of French's tax advisers in any respect concerning 
this Agreement or the effect of any of its terms on their respective tax liabilities. 

1 7. This Agreement may be executed in counterparts, all of which together shall 
constitute one agreement binding on all the parties hereto, notwithstanding that all such parties 
are not signatories to the original or the same counterpart. 
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Dated thi 




December 2000. 



Sam Wyly 


Evan Wyly 
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Dated this day of December 2000. 


Michael C. French Sam Wyly 
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From: 

Sent: 

To: 

Cc: 

Subject: 


White, Phil [phil.white@bankofamerica.com] 
Thursday, May 27, 2004 9:53 AM 
Strieby, Greg 

Otto, Lawrence; Maloney, Timothy P 
FW: Offshore accounts 


This Is the second item that we may need to discuss. 


WHO: 1 1 accounts that are based in the Isle of Man -most of which contain shares of Michael's Stock NFS 
initially raised the issue to BA! that it is necessary to know the benefic^ai owners of these accounts. Before 9-1 1 and the 
US Patriot Act this information was not necessary. The Patriot Aci has not been finalized so much of it is up to legal 
inteipretation and each country's understanding of how the law affects their residents. The offshore trusts were set up 
around 1 0 years ago by Sam and Charles Wyly as a way to protect the assets and receive favorable tax treatment. The 
beneficial ownere are presumed to be Wyly heirs and charities. 

Currently, Charles serves as chairman of Michael Stores and is very involved in civic and philanthropic organizations. 

He is Chairman of the Board of Communities Foundation of Texas and past Chairman of the Salvation Army. He and is 
wife recently gave $2.0MM to the Center for Brain Health at the Univereity of Dallas and along with Sam and his wife 
gave $20MM to the Dallas Center for the Perfomiing Arts Foundation for the construction of a multiform theatre which 
will be named Charles and Dee Wyly Theatre. They were named to the Texas Philanthropy Hall of Fame in 2002. 

Charles and Dee have been married since 1955 and have four dtildren and seven grandchildren. 

Sam has re-entered the energy business with the creation Green Mountain Energy. He also back in the hedge fund 
business with the creation of Ranger Capital, Sam gave $1 OMM to the University of Michigan for the construction of the 
Sam Wyly Business School. Sam is married Cheryl (wife number 3) and has six children (four with his first wife and two 
with his second wife) and eight grandchildren. 

Sam and Charles Wyly have been clients of the PB for 10 years and Marta Engram has been their private banker for all 
of those yeare. Their relationship is: — _ 

We have lines of credit totaling about sflviM Occludes a new $RlM line to Sam that we are in the process of closing) 
and are secured by Michaels Stores sto^ and Maverick Fund. Si^nt outs^ding balances o^he lines is ^B^M. We 
have over^l checking accounts wiUi average balances of over ^pMM, 'flhortgages with ■R1 MM in outffiri^ng 
balances a^^n airplane loan for Overnight Investing with BAI (otliide of our team)^%rages about flWIM. 

Revenues for 2003 on the banking srae were $753,538 for the Charles Wyly Family and $574,609 for the Sam W^y 
Family. 

WHAT: The directorates of the offshore trusts do not want to disclose the beneficial owners for two reasons: they are 
not being asked to do it anywhere else and they need confidentiality. We feel like we know enough about the clients and 
could defend that they are not persons of ill repute if the information was requested. 

IMPACT : We would definitely lose the offshore business to someone else which would open the door for another 
institution to take the loan and deposit business as well. These people are true PB clients and very well known In the 
community. 


[White, Phil] Phil White 
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FAX TRANSMITTAL 


To: Sam, Charles, Evan, Donnie & Lisa 

From: 

Shari 

Compan)^ 

Rjone: 

214 880 4050 

Phone: 

Fax: 

214 880 4052 

Fax: 

I^te: 

August 7, 1998 

Number of pages: 1 

Tuik: 

5:16 PM 


At Evan’s request I’ve started wilting a dialogue about my responsibilities in the family office. 
I’m sure I will be adding to this over the next several months as I run across items that I tend to 
take care of, but haven’t yet thought to write down. 

CFO Responsibilities; 


Banking Relationshl{» & Negotiations 

1) Bank: Nations Bank, 901 Main Street, 19*^ 

2) Loan Office: Marta Engram, 

3) Loan Officer Assistant: Tony Hill, i 

4) Loan Facility 


Floor, Dallas, Texas 75283 



5) Loan Terms: 
a) Tranche A; 

Collateral - Common stock of Michael’s Stores (MIKE), Sterling Software (SSW), and 
S terling Commerce ( 



SOOCrescentCourt. Suite 1000 . TX 75201 . 214/08O-41OO* Fax 214/880-4104 


Permanent Subcommittee on lov^tigations 

EXfflBIT #66 - FN 482 


Confidential 

SEC_ED00073787 


PSI ED00073787 



2843 


= Redacted by the Permanent 
Subcommittee on Investigations 


5) 

6 ) 
7) 


8 ) 


b) Tranche B: 

CoUateral - partnership interest in Mav^ick Fund USA, Ltd. 



Loan Negotiations: CFO with Bank Officer, review v 
Legal Review: CFO with Jones Day 
Day to day management of Credit Facility: 

a) Sam Wyly Family - Rena Alexander 

b) Charles Wyly Family - Amy Browning 

c) Credit Facility Summary Sheet - Amber Feliman 
Prior Banking and Credit Relationshig^ 

a) Citibank, Gina Volturo, ' 

b) Lehman Bros., Lou Schaufle, ^ 


^prove by Family members 


Custody Related: 

1) Custody - Has not been a huge issue due to the limited number of securities and legal 
documents held by the family members. As additional estate planning is conpleted and the 
family diversifies its portfoho, more controls will need to be implemented. 

a) Custody Book (Amy Browning is responsible) shows the location of: 

Securities 

Legal documents such as wills, trust deeds, custody agreements, power of attorney, etc. 

b) Central files are maintained for tax returns, accounts payable, bank statements, corpcffate 
filings, notes, general ledgers, financials etc. 


Stock Related: 

1) Custody book will show who is holding the securities. Chirrently, the MIKE, SSW and SE is 
held as collateral at Nations Bank 

2) Stock Sales decisions are made by family members, CFO administers the sale of the 
securities 

a) Stock sales have typically be completed with brokers that the family has long term 
relationships with. The broternhatha^^^een utilized in the recent pas! arc^2,^H_ 
Schaufele, Leliman Bros., Tony Skvarla, B ear Steams, 

« and 3) Ralph Davis, Ho^^ecunn^ , Brokers are liste< 

Df most frequently used. 

b) Tlie family member typically provides a range in which the CFO is to sell the stock, 

c) The CFO needs to negotiate the co mmi ssion with flie executing broker, 

d) CFO must determine whether a 144 Sale is required (Amy Browning handles 
paperwork). 

All stock sales must be cleared by the company legal counsel^ontact^'e: MIKE, 
M^^e^Ie>J|||||^mK SSW, Don McDermett, lfl^H||||||||m§E, A1 Hoover, 

e) Tnemos^mcient lax lot must be determined and the stock sold fi’om that lot/certificate. 


f) All stock sales must be cleared with Maverick Capital as relates to Sam Wyly and Evan 

Wyly 

g) The CFO needs to arrange with the staff to collect the sales proceeds and make 
arrangements for investment or pay down of credit facility. 
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h) The CFO must make sure the appropriate filings are made with the SEC, such as 13D 
and Form 4. (Amy Browning handles internally with support from Jones Day for the 
entire family.) 

3) The family members are considered “Insiders” for purposes of SEC reporting for MIKE, 
SSW and SE 

a) All sales will require filing under Rule 144 same day as sale, volume rules must be 
coiiplied with 

b) Any purchases or sales of the above securities will require updating the 13D ASAP 

c) Any purchases or sales of tlie above securities will require filing a Form 4 within 10 
days after the month end in which sold 

i) Form 5 will need to be filed if any of the above securities as a “Spin Off’ 

j) Director and Officer questionnaires will need to be conpleted as requested by the 
companies for filings with the SEC 

k) All holdings will need to be confirmed to the company before any filings are made to the 

SEC, 

Con^cts are: MIKE, Maj^Beaslew^P^Hl^HR SSW, Don McDermett,| _ 
SE, A1 Hoover, (^^^^^^^Hmake sure there are no 16B problems (6 months 
^make sure there i^^msio^niormaiion that should be disclosed to the public 
prior to selling 

l) Make sure the appropriate public relations person is notified at the companies so that 
they will be 

informed when discussing sales/purchases with outside analysts. Sterling Williams likes 
to be 

personally informed of any sales of SSW or SE. 

4) Stock Options 

a) Expiration dales must be monitored and family members reminded 

b) Tlie following are the existing stock options and expiratioDS 


i^onia ci 



Plaquemines, SE @ 24, shares ~ 2,700,000, expires 02/06 
Lafourche, SE @ 24, shares - 123,333, expires 02/06 
Bessie, MIKE @ 1 2.50, shares 9000,000, expires 08/00 
Bessie, SE @ 24, shares - 200,000, expires 02/06 
Bessie, MIKE @ 12.50, shares - 140,000, expires 08/00 
Tyler, SE @ 24, shares - 1,450,000, expires 02/06 
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Tyler, MIKE @ 12.50, sliares ~ 1(X),000 expires 08AX) 

Red Mountain, SE @ 24, shares - 61,667, expires 02/06 
Castlecreek, MIKE @ 12.50, shares - 350,000, expires 08/00 

c) There are selling restrictions related to exercising and selling stock ojrtions because the 
family members are considered insiders. All trades must be cleared with tl^ conpany as 
noted above. Make sure there are no 16B problems. Make sure there is no inside 
information that needs to be disclosed to the public prior to selling. 

Systems Design & Administration 

The family office has gone thru two system conversions ovct the bst 20 years. The initial 
system was a manual posting machine, the second system was a mag card posting machine, and 
the cunent system is Solomon. Solomon does not fit the needs of the family today. With the 
increase in entities, the amount of tiered entities and the need to track tax lots, this system is 
quickly becoming obsolete and cumbersome. My plan was to convCTt to Total Return. The 
only weakness I am aware of willi Total Return is the Accounts Payable module. Because the 
family office has intensive AP needs this does present a challenge. I am currently researching 
tliru Sandeep, FOX and Shepro for a solution to this problem I not believe that the existing 
staff can handle a system conversion and beheve it should be out-sourced. I am hesitant to start 
a major system conversion without the new person being on board and agreement with my 
decision. In the past, system decisions have been left to the CFO with clearance from the family 
on the expenditure. 

Financial Design & Reporting 

The family has tiered entities. To get a tree picture of Assets, Debts and Equity, financials are 
consolidated at the entity level Then an elimination process is gone thru to remove any 
duplications. This is done at the individual, trust, U.S., Offshore and Global levels. Due to the 
estate-planning going on currently, tliis will need to be expanded at the individual level 
U.S. Financial Package: 

1) Rena, Amy, Jana maintain general ledgers at the individual level and produce trial 
balances from the Solomon at month end. 

2) Because th& accounting system is not a “mark to market, linked” system like Total 
Return, the partnership trial balances need adjustment on the financial to address a lag in 
posting at this level. This does create a potential for human error if these items are not 
addressed correctly off hne from the accounting system 

3) Financial are prepared on a lotus spreadsheet 

4) Amy, Rena post trial balance information to the spreadsheet along with any market 
pricing changes, Amy enters Charles family information and Rena, Sam’s family 

5) Amy maintains the holdings and market pricing for SSW, SE and Mike. Amy updates 
the coupon picing 

6) Wlien Amy and Rena are complete, CFO reviews 
Offshore Financial Package: 

1) Irish 'frest Company (ITC) maintains general ledgers at the corporate and trust level in 

Total 

Return. The system is linked and updates the market values between tiered entities and 
has been designed to easily consohdate entities. Irish Trust Conpany, the offshore 
family office, is run by Michelle Boucher who cuiTMitly direct reports to the CFO of the 
domestic family office 

1) All data for entities can be retrieved via modem from the banks and brokerage firms for 
posting, there is no need for accounts payable 
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2) In addilioii to these records, the trustees also imintain separate records and these are 
reconciled with the records of ITC on a quarterly/aimual basis. 

3) All trustee fees are confirmed by ITC 

4) Financials are prepared on a lotus spreadsheet and match the data on the Trial Balances 
exactly allowing for little potential for human error. 

5) Financials are traiisfened to domestic family office via modem and CFO reviews 
Global Financial Package: 

1) CFO prepares global financial staten^nts, produces booklet and distributes to femily 
members 

2) ITC retrieves offshore file for next month usage 
Tax Preparation: 

Keith Hennington is responsible for tax return jrreparation. Amy, Rena and Jana prepare tax 
folders on an entity basis and provide this to Keith for tax preparation. Tlie foldCT includes, a 
summary sheet describing what is contained within the folder. The foUowing data is provided: 

1) Trial Balance 

2) Estimated Tax Schedules for the year and copies of the checks 

3) W-2’s 

4) 1099’s - broker, dividend, interest, miscellaneous and OID 

5) K-l’s 

6) Charitable contributions and copies of lire checks 

7) 40 IK information 

8) IRS Correspondence 

9) Posted Transactions (general ledger) 

10) A description of any outstanding issues 

Keith and Jennifer will then prepare the return, which will be retained in this folder and filed in 
the central files. Currently there is a need to prepare a|: 9 >roximately 1 10 federal returns and state 
returns. 

Offshore Procedures: 

Trusts 

1) Protectors; 

Protectors are Shari Robertson and Mike French 

Pi'otector has the power to change trustees 

Piotector can make investment recommendations to the trustee 

Protector is the watchdog for the settlor and beneficiaries 

Pi'otector or a family member should meet with the trustees twice a year and check 

the books and records. It is important to keep the trustees honest. Showing up twice a 

year helps this happen. 

2) Trust Deed^: 

Originals held by Tru.stees 
Copies held by Irish Titist Company 
Situs is Isle of Man 

3) Trustees: 

Valmet, gross assets under management for family of $170,160,000 
Trident, gross assets under management for family of $149,948,000 
I FG, gross assets under management for family of $287,856,000 

4) Settlors 
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Seniors are Wyly family members and foreign cUi^ns. At the death of a settlor 
certain events are triggered. Mike French should provide the family with this 
information. Mike also maintains copies of the passports and locations of the foreign 
settlors. 

Family Ofllce (Amy / Rena / Jana ) time usage 



Amy 

Jana 

Rena 

Payables Preparation 

10% 

2% 

20% 

Payables Processing 

0% 

10% 

0% 

Cash Reports 

10% 

10% 

18% 

Edinburgh Fund 

0% 

15% 

0% 

Office Management 

0% 

15% 

0% 

Family Art 

2% 

10% 

2% 

SEC Compliance 

10% 

0% 

0% 

Trial Balances 

10% 

10% 

10% 

Financial Rejxirting 

15% 

0% 

10% 

Payi'oU 

0% 

3% 

0% 

Payioll Reporting 

3% 

3% 

0% 

Preliminary Tax Prep 

20% 

15% 

20% 

Banking Liaison 

10% 

0% 

10% 

Real Estate 

5% 

0% 

5% 

Insurance 

5% 

5% 

5% 


Check writing requirements in 1997 


Partnerships 

Tallulah (Sam) 39 

Brush Creek (Charles) 55 

Lambda (Qiarles) 736 

Acton Partners (Sam) 7 

Greek Isles (Sam) 21 

S-Total $58 

Trusts 
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S-Total 

Total 


1,206 

112 

95 

56 

157 

3.145 

4,365 
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November 2004 


Michelle L. Boucher 



Mr. Tirngthy P. Maloney 
Sank of America 
Mail Code: IL 1-231-03-50 
231 South LaSalle Street 
CTiicago, IL 60637 


via facsimile 312-l| 

cx: Lou schaufele via facsibnile 214'| 


Dear Mr, Maloney, 


I confimi receipt of your letter dated Octaber 29'", 2004 regarding the following acojunts: 


P86-017361 Altonco Internationa! Limited 
P8$-017345 Brown Dog Limited 
P86-017353 Two Oceans Limited 

As you are aware, my attorney has had an opportunity to speak with yourself and Bank of 
America's legal counsel this week. 

By way of background, and despite the fact that you have not asked, I am a Chartered 
Accountant, and employed as the Chief financial Officer and Mdney Laundering Reporting 
Officer (MLRO) for the irish Trust Company (Cayman) Limited, !We provide Fund 
Administration services to the offshore funds of one of the 5*" largest Private Hedge Fund 
Complexes in the United States. In addition to the accounting and other s&tutory services 
we provide, we are responsible to ensure that the due dlligenc^ performed on the funds' 
investors comply with the Cayman Proceeds of Criminal Conduct Law and And Money 
Laundering Legislation, and are the front line source for the investment managa- (who is 
registered with the SEC) to obtain due diligence in compliance vi/ith the Patriot Act 

As you are aware, cayman Is the S'" largest financiai centre In ttie world, focusing its 
business on mutual fund administration and financing structures for international financial 
institutions. This legislation, is premier legislation In the foreign banking and investment 
community and far surpasses any legislation the United States Has undertaken in adopting 
the Patriot Act. In my capacity as MLRO, we have worked with over 70D investors (US 
domestic tax exempt entitles and foreign) comprising an asset base of over $5Blllion. 

Given my vast experience in these matters I would like to say that the manner in which 
your institution has dealt with the due diligence collection proems on the above accounts 
appalls and enrages me, I find it wholly unprofessional and disrespectful. There has dearly 
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been no attempt to actually get to 'know your customer' or to vyorfc with your customer to 
determine, what reasonable outcome we can achieve together, j 


With regard to the specific accounts referred to above, the first'iinstance in which I was 
aware that you desired additional information regarding the beneficial owners was upon 
receipt of your letter dated October I was traveling the wpefc of October 25“', and 
responded at my earliest convenience on October 29“’. The information and clarifications 
asked for In my letter of October 29“' are wholly rHasonable in fentext of your request I 
would be negligent to not have asked them, and am certain that you, or any reasonable 
person, would do the same. I am offended by your effective latic of response and 
consideration as demonstrated in your reply letter of October 29“’, and even further 
shocked by your attorney's position of 'we just want It and are pot willing to discuss the 
matter further" which was communicated to me by way of my attorney yesterday. 

aearty your insb’tution does not care about my business, for thk I am sorry, I am 37 years 
old, have built the Irish Trust business from the ground during the past 9 years and in 1998 
co-founded and served as the CFO for Scottish Annuity 8i Life Holdings, Ltd (now SCT 
Scottish Re) which launched its IPO In November 1998. In the-inid '90's my husband 
developed software used by hedge funds to manage their share registers, calculate 
performance foes including hurdle rates, equalization mechanisms and series of share 
approaches. He undertook a joint venture with a large NY investment manager and 2 years 
ago sold the business to State Street bank. He continues to work with them under contract, 
I vvDUld think that two such young entrepreneurial Individuals virould be prime candidates 
for a reiationship with Bank of America. I am disappointed thatyou do not take this same 
view and in fact that no one in your compliance area bothered to ask. 


Despite the above, I personally have had a 10 year relationshfpliwith Mr. Lou Schaufele and 
enjoy working with him and his team immensely, MIehela, Shaiivn, Misty and Nora are truly 
amazing and dedicated. If not for my relationship with them add the exceptional client 
service I receive from their group, I would terminate the relationship with Bank of America 
on the spot. I, however, do care about, knowing who I do business with and know that I 
am lucky to be able to work with them. As such, I am disclosing to you the fact that the 
aforemaTtioned three accounts are owned 50/50 by myself CCaiiiadia n passport # 



i^asmort _ 

and my husband left Boucher [Canadian passpbit DOB; 

5ur address is as above in the Cayman Islands. We havei^de^hera for 
nearly 13 years, my husband has Caymanian Status and I arn a Cayman Permanent 
Resident. s 


I trust this, satisfies your need, if you require any further information you are aware of how 
toreachme; 


Regards, 



is;bi7 
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Cindy Murdoch 
. Ldiffiaa Brothen 

ToayHoIse 


FAX NO: 001:214.720.9464 


BATE: 12 December^ 1995 
DISB INST Clieat Code 


REF: w\arfa^astlehiii.l2f DISB INST OieatCode 

_JPA^K:(iBdndtag1tFirone)''' TIMESENT;' 

EAST CARROIX UMlTro / ( L L>'^ ) 

Iref^tb bur telephone cooversadon of yesterday. On diis occasion, please use die funds you 
have on deposit to meet the interest payment due on the Hth. and advise me of the amount of 
fiinds trenderred. 

You asked for confirmation that the managonoit of the-companies-hats-changed and I lave 
pleasure in enclosiiig a copy of the Deed of Retirement and Appointment by which Aundyr 
Trust Compai^ Limited has been ^p(^ed ^:%es5or trustee for t^ trust boldfing the shareji of 
East Carron Limited. Aundyr Trust Company Limited is a wholly owned subsidiary of IFG 
Intemadonal Limited. I 


Hease confirm that eveiydung is now in order sod that you can proceed to make the inteiest 
payment now due. 

With land regards 


e08C99^29T0 S6, D3q ZT 
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WEBSTER BANK 

y4 


1. PLEASE TELL US ABOUT YOUR BUSIHESS 


Business Account Application 


Company Name 'Oeposilor* 

Queensgate Bank fi Trust Company Ltd. 


Street Address 

5th Floor, Barboor Place, &>iitb Church Street, George Town 

City /Stole /Zip 

Grand Cayman 

Cayman Islands 


Matiing Mdress (if itillerent) 

PO Ben 30464 

SKB, Grand Cayman, Cayman Islands 

Cily/Stote/g^ 




Telephone Number 

345-945-2187 



Owner/Presldent/Prtncipal Party (specify title) 


SSN# • ■ 

Contoct f^ame (person handfing day to day banidno) 

Karla Bodden/ Jane Fleming 


Company Taxpa^ Identification Number 

• EIB 1 



Umite^bility company: □ Member-managed LLC 

□ eenaral partnership 

Q Other rsnecIM Bank £ 

. □Manager-fttonaoedLLC 

0Corporatfon 

Q Limited ilabilitypartnareblp' ■ 

□ Unhicorporaad orgentzatioD or assodaUon 

Trust CaDq>any 


niRPOSE 

By execotino ti& Master Resolution Depositor auttiortzes the deposit account services described herein, vrhethsr now evallaUe or ohered In the future by Webster Bank fBanlr').- 
Other sertdces not btduded herein, tor example. Wire Transfer Service, may be ooverned by separate resotution artd epreemenL 
OKERJU. RaOLUTKWS 

IttSOLVEO: That the Bank te hereby deslanated as a depository of funds of the Depositor with the authority to accept for deposit ab cheds. drafts, notes, bBis of eXchanoe, 
acceptances or other orders lor the paymmt of money bi whatever manner endorsed by iny suthorized stpoen end, wfthoui IbniUng the Benerali^ of the lorasoitm. endorsement 
may be in vnftbio, by sump, or obwrwlse end which endomimnt be cffectivaly made with or without dosiDnation or stonaiute of the person so endorsino. AU funds in,.the 
Depositary accounts shaO be sut^ect to the bylaws, rules, iccouni agreement, regutations. policies end procedures ot the Bank govemlnp deposits now In elted or bere^r 
adopted by the Bat^ and the Bank shaR not Ik BaUe bi connection with the coflecUon of such Items wtM are handled by the Bank without negligence and Uia Bank shall mfl 
be liable lor the acb of its agents, srdagents or for any other casually. 

RESOLVH): That the undersigned are hereby authorized and direeled to such depos h accounts and exedite oh behalt of Depositor eny signature cards, egreements or other 

documeras necessary to obt^ deposlticcount services wftb die Bank and that any one of such authorized signers is authorized to endorse on bebali of the Depodtor ail checks, 
drafts, notes. bOls rd exchange, aeceptancss or other orden lor the payment of money deposited to the credit of such accounts. 

RESCUE: -That ah chads, drafts and Other orders tor the pr^nt at mdney drawn against such accounts shaU be signed by or inltUed by any one of the authdized s^ers 
llst«t bdow Md that the Bank is hereby directed to accept and pay w otherwise honor wfthout tudher injidry any check, draft or othw oid« for the p^ment id iMney agtinst 
such aocourte for whatever purpose a^ to whomsoever payable When made, signed, accepted or endorsed byany one ot the named persons, or peradns (nnh timrtp time 
iKdiSng the following offices of the Depositor as Indicated as authortzad signatures eiran B such checle-or other orders tor payment of mon^ create or increase an mrdratt of 
such account although the payment or nmi^ayment of such overdnlt Is to be at the option ot the Bank. 

JMESpLyED^^Tim' fte qaok maYMY all ch^lB. notes and orders bearing or ourportbio to boar the facsimae sipnatbre ri i pjrrson juftortzed to tlpn the same, when such slgnahire 
resemble any i^tecimen certified to te Rank in accordance with these respluUotu, reganflm ol by whom w by wKat muns te actual w.^urjxt^ facstiile signatun-th^lri)’ 
may have been aflbcwl thereto. That te Depositor assumes lull responsibility trf te use ot actual or pilnlsd facsimile s)gmtttre(5) on drafts or wders of te Depo^or 
.drawn on the Bank -end for painnwil made-by the Bank in reliance tbereol which payments may be charged to te account d te Depositor. 

f^LVEO: That the Bvik may nMy on this document arid <n any caitincale by an aiAhortzed representative of te Oeposilor as to the names, offices and signahnss pruducting 
tacslndle signatures) of the present otfloers at the Oapositoi; and bi ite manner the names, am) slgnMuras of iny peisonfs) elscted to fill any such offices In te future 
of te O^dtor. and mill be notffied of any change In these resolutions or viy change which affects these resolutions or the validity thereof. Untif the Bank has scbiatly tecdved 
wiitien notice to te contrary and has had a reasonable period ot tbne to act on sudi notice te Bank is authiHizad to act pursuant to these resolidions and the persons most 
recOTtiy eertifted shah, as to the Bank, be concfusivtty presomed to be te officers to id under te luthortly hetsln conlerrad. 

FIES(H.VED: The (teposilor acknowledges that the Bank is reguired by fedsnl regulatims bi llmtt the number of preauthohzed, automatic, telephone ind computerized hansfera 
from the Business Money Market Accoimi or other business saWngs accounts to other ac^unls ot the Depositor or to iMrd parties, including autornalie transfer) tm the purpose 
of 'OvenfiaR protection. Ttw mtal Bmit per montidy statement cycle is six transfers, no tim than three ol which nXy be by check or ottier third party-payments. O^odtor udS 
cooperate in in^udtng Its wthoiized signers to avoid violatitg; te aforesaid regulation. 

RESOLVH); That the Oeposttor shall, and by adoption ot tNs Resoiutioh does, agree lo indemnity te Bank against any claim resulting from payments made pursuant to. or 
actions taken in good faith In reliance upon, any authorizslion contained fai these Resolutions, btdudlng any actions taken after a chm^ie bi the ownership, membership, managemwit 
or legd stfuctvre of te Depositor but before the Bank has received ectusi notice of revocation in writing of such change and has had sufficient time to act upon such notice. 
SRECIFIC SERVICES RESOLUTIONS 

' RESOLVED: Oepodtof achnowledges that by openirig rfepostt accourA(s) wHh the Bank it is aulpmatically entitled to utlitze teiebanUng services and that the Baltic is adhorized 
■to recognize' the-orat direction of any one of the authorized signers through tire Benk^ 24-houf tei^fiorie banking system: and, further; such person is authorized to sdect on 
bdialt ot the Depositor a personal Identificatkm Numtxr '('PIN*) to use to trenster money between the designated business accounts cti the Depodtor. Further resolved titat oitiy 
one PIN will be nlecied lor use ot First Call, and that the Battic may iWy on the PIN selected as the s«mity procedure to verify the authenticity of any tranter. That the-Bank 
may act on said oral direction ol a person authorized without inquiry gnd without reperd to'the applicalion ot te proceeds thereof. 


ru-rizi- it/s9 
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= Redacted by the Permanent 
Subcommittee on Investigations 


WEBSTER BANK 


PLEASE TELL US ABOUT YOUR BUSIMES5 


Business Account Application 


Company Name 'Oeposhar 

Queensgate Bank 6 Trust Cceiqzany Ltd. • ' - 

Street Address 

5th Floor, Barbour Place, South Church Street, Georae Town, 

Chy/Stateyap Grand Cayman, Cayman Islands 

Mailing Address (HdlHeiem) 

P.O. Box 30464 SMB, Grand Cayman, Cayman Islands 

City /State /Zip 

Telephone Number 345-945-2187 

fax Number 345-945-2197 bmall Address 

Account Number 

Owner/Presldent/Prindpal Party (^lecihr title) 

SSN# 

Contact NMie (person handling day to day banking) 

Karla Boddeuz / Jane Fleming 

Company Taxpayer identllicallon Number 

QZ - BIB t n/a 

Business Type: 



□ Sole Proprietor 

□ Partnership 

QCorporatiM 

□ Umited Llabilfiy Corporation 

Q Joint Venture 

Bank t Trust Company 





1. Prirntry Buslnen Ifldnlry (Cbtek One) 


□ -Manufacturino 

□ Personal Sendees 

□ Real Estate Holding 

Q Reftgious Organization 

□ Restautanl 
O Retailing 

Q Transtiortallon 

□ WtiQlBsste Trades ' 


□ Agriculture 
O Aut^tlve 
(]t.>4r«ness Services 
.□ CornmunlatlonS' 

Q Construcdon 

□ Edi^Uon Serdces 
QMirencs 
O Health Services 

□ insurance 

2. Wbat ire year boslesn'approiimate anneal otnl tarnoTeE 

□ |1-S499,00d □'$5,000,000-29.998.999 

□ $500,000 -$999,999 □ $10.000,000 -$19,999,999 

□ $J[^.000- $2,499,899 □ $20,000,000 - $49,999,999 

ert2^,000- $4,999,999 □ $50,000,000- $99,999,999 

3. How long h» yon company been In beshten? 


□ Less than 1 year 

□ 1 -Ayears 
4. Number ollDil- 

□ 

□ 1-9 □25-49 


□ 5;^« 

trio- 19 


'ears 

ISyears 


It brikUmeempli 
0^-24 


□ 50-99 

□ 100 - 249 


□ 20-49yeaf$ 

□ S(k years 


a 250-499 
□ 500 - 999 


FOR {[ETERNAL USE ONLY : 


S. ForwbltbefNieseWebsUtbntoesstirvleeeaoyeDneedmore 

□ Payroll Services 

□ WebBanUng 
O Mght Depository 
O CobWCumncy 

□ other • 


Q Business Debit Card 

□ Money Market Savings 

□ Business Ctedil Card 
O Menitant Services 
O Cash liAanaoement 

□ Business Loan 


6. Whal do yob want nest Iron yoor beak? 

O Convenient Office locations □ Credit evalistdll^ 

O Coinpstittve Rales on loans □ HnandalAifvics . 

ni^poshs □ other 

&<Miated Relatidnship Manapcr 


7. Whal do you torarn as your graalest fleaiwial ^Itonge dotfnp the 
coffilog year? (Pleisecliaektl! that eppljr.} . . 

□ Business GrowthlExpanslon □ Import/Export Services 

□ 401k RetfiemeRt Services □ Inveslrmmt Needs 

O Credit Needs □ Successhm Ptarwing' 

□ flndinp/Betalning Key Employees □ Other ' 

O Payroll Services 

O Cash Management 


WbKc npy - Mad t» Pndua Utnvpeautt 


Cinirr Eon -n*aln b bnnckCuiMKr Fie 


CONFIDENTIAL/BUSINESS PROPRIETARY/ 
CUSTOMER CONFIDENTIAL INFORMATION 
W00Q002 








2855 


ADDmONAL SERVICES RESOLUTIONS (SUBJECT TO JiPPUCATlON MB AFFBOVAL} 

i) RESOLED: That unless ottnrwtse limited in subpait (b), the authorized signer{s) designated below, each of whom may act severaHy, ^re hereby authorized on behalf of the 
Depositor to apptyJor aoi neelva \ht fcrikming service 

• Busbiess ATM Mi^ Card to access deposit accounts of the Itepositor at Automated Teller Machines 

*- Business Check Cant to access deposit accounts of the Deposflor and to debit from the business titNkIng account certain business purchases 

• Fax link Service to receive 'basic* intoimabon about the deposit acoiunts of the Deposttor each business day via fax to include: Account numt»r/Tnie, Av^Uite balances. 
Ledger balance, pending ai^ilatrillty (float). Total additions (aedits) and Total subtractions (debits}. 

• Any tuiiue deposit account services that the Bank may otter such as Compiderlzed Banking, Overdraft ProtMtion. C^it Cards, Purchase Cards, end Electronic 0^ Interchange, 
b) limits on Resolution: The following list indicates exclusions Imm the loregoing additional services, precluding Uie authority tor application and/or partid{»don: 

Basiness AIM Money Card, Business Check: Card 


FURTHER (^SOLVED: Thai on behalf of the D^sitor, by enterk^ Into the epptication pnwess lor an addhional sendee, The undersigned Representative agrees to the terms and 
conditions contained in rite Beetronic Banking Agreement, Fax Lfadc Agreement, the appropriate PC Barildng Agreement and /or any other ^roprtate Service /^jreements entered. 
Into at that time. . • ' 


RESOLUTIONS AlfTKORlZING SIGNERS 

The undersigned R^iresentativB is/are (tiu Angular shali trmtude the phiial); 

□ the D^ltor (Sole Proprietor) . 

Q a/the (Specify Tide) Dxrecrors ^ Depositor (Corporarion/MuhWp^flWier) 

All of the □ genera partners (Partnership] □ managers (UX) □ members o! the OepcBitor (LL(^ 


ADOPTION OF RESOLifTIONS: Depositor, acting herein by the undersigned Represerdathre does hereby ad^it the Resolutions set forth above, end certify that such tesolulhMs 
are bt accordance and cotdonnity vririt rite C^positor^ governing documeids, aO agreements with rirird parties, and all laws antricabie to the Deposlb^. Theunderslgned'mmsenlative ' 
. Is duly authorized to execute the within Master Resolution on behelt ol Depositor and to eomptete a9 intormatfon in s^d Master Itosolution. . 

The tmdersigned Representottve certHIgs on behalf of the DeposHor that the loOewing Qst rrf IndMduis are duly etected or appointed to hold office and eadi is empowererf to 
ad alorie for. and on behalf of rim DeposHor In accordance with rite authority preuribed In rite toregotog resolutions Indudbig acting as authorized dgners on any accounts of - 
Depositor 

Narm Title Signature 


Please see attached list of anthorised signatories 

for Qneeasg at-o wanV ^ Trust rviwp^y Ltd,, together with gp doc™ftw»-s ■ 


The Bank mqr rely on the accuracy of the forcgdng certification until the Bank has actually received written notice of a-change and has had a reasonable period oi time to ^ 
on sudi notice. II the Oepoillnr ie a Membur^eiiagad Linitod Liability Compasy m Pirtoersbip. DtpesRw ceillllaa that tha foragalng art alt of Hs nambers. 

The undersigned Representative aarea(t) to notify the Bank promptiy and to writing of riw happentog of any change in the identity of the officers, memben. managera or partners 
(d rite Depostor or in the ownerdiip of the Depositor or In riie Depositor^ legal Mnsture and of the happening ol any dissolution or bardmtotcy ^ the Depositor oo'ot any partner 
nanager, mmber or owner of rite Oepo^lor. j ■ ' 

^ITIRCATION OFilgSUinUMS: The undersigned Is euthortzed by the Depositor to certify, and hereby does ceririy, that the resolutions sto foilh above were propeii^ adopted 

M .199 by the Depositor, in accordance and conformity wttti tfie Depositor^ govMilng docuiiianiB.aJl8greemHrts wtthihlid 

parties, and all laws app(fcat>|e to the Depositor, have not iMn modified or rescinded, and are bi ltd force end effect and Unding on ttm Depositor. - • 



NOTE: IF ONLY ONE PERSON SIGNS THE ABOVE CERTIFIDfflON AND THAT PERSON IS AUTHORKEO TO Al^T ALONE BY ONLY ONE OF THE ABOVE RESOLUKOftS THIS 
CEFmFICATE MUST BE CONFIRMED BY ANOTHER WTHORCED REPRESENTATIVE OF THE DEPOStTOR. (NOT APPLICABLE IF THE DEPOSITOR IS A SOLE PROPRIETORSHIP 
AND THE SOLE PROPRIETOR SIGNS THE DOCUMENT.) n*vLe rnurKiciuw.Mii' 

If tt» Depositor is s CorporeUpn or Municipality, atib seal here: 
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APPENDIX A TO SUBPART I OF PART 103 - 
CERTIFICATION REGARDING CORRESPONDENT ACCOUNTS 
FOR FOREIGN BANKS 

[0MB Control Number 1 505-0184] 

The information contained in this Certification is sought pursuant to Sections 5. ISQ) 
and S3]S(k) of Title 31 of the United Slates Code, as added by sections 313 and 319(b) c' the 
USA PA TRIOTA ct of 2001 (Public Law 107-56). 

This Certification should be completed by any foreign bank that maintiuns a corretpoBdctit 
account with any U.S. bankorU.S. broker-dealer in securities (a covered financial institi tinn 
as defined in 31 C.F.R. 103.175(f)). An entity that is not a foreign bank is not required to 
complete this Certification. 

A foreign bank is a bank organized under foreign law and located outside of the United f itss 
(see definition at 31 C.F.EL 103.1 l{o)). A bank includes offices, branches, and agencies 
commercial banks or trust companies, private banks, national banks, thrift institutions, cr 
unions, and other organizations chartered under banking laws and supervised by banking 
supervisors of any stale (sec definition at 3 1 CRR. 103.1 1(c)).* 

A Correspondent Account for a foreign bank is any account to receive deposits fiom, ir; ’ e 
payments or other disbursements on behalf of a foreign bank, or handle other financial 
transactions related to the foreign bank. 

Special insiruclion for foreign branches ofU.S. banks: A branch or office of a U.S. bant' - u.-.ije 
the United States is a foreign bank. Such a branch or office is not required to complete t 
Certification with respect to Correspondent Accounts with U.S. branches and offices of me 
U.S. hank. 


Special instruction for covering multiple branches on a single Certification: A foreign t. k may 
complete one Certification for its branches and offices outside the United Stales. The 
Certi ficaiion must list all of the branches and offices that are covered and must include Uh. 
infonnation required in Part C for each branch or office that maintains a Correspondent Account 
with a Covered Financial Institution. Use attachment sheets aa necessary. 


A. 


The undersigned financial institution. 
Bank”) hereby certifies as follows: 



‘For 


* A "foreign bank" docs not include any foreign ceotisl bank or luonefaiy authority rhui fimetiODa aa a cc ■ ' , V*, 

or any intcroational fioancial instilution or regional development bank forniod by treaty or iracnrational ac, r, r .r.i. 


CONFIDENTIAITBUSIN F i i ROPRIETARY/ 
CUSTOMER CONFIDENT' A L INFORMATION 
W000707 

Permanent Subcommittee on Investigations 

EXHIBIT #66 - FN 496 
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B. 


Correspondent Accounts Covered by this Certification; Check one box. 


0 ^ 


This Certification applies to all accounts established for Foreign Bank by C ^ . i 
Financial Instuulions. 


□ 


This Certification applies to Conespondcnl Accounts established by 
(name of 


CovCTcd Financial Ihstitution(s)) for Foreign Bank. 


C. 


Physical presence/Regulated Afliliate Status; Cheek one box and complete die 


0 


Foreign Bank maintaitxs a physical presence in any country. That means: 

V Foreign Bank has a place of business at the following street address: 

Foreign Benk employs one or more individuals'cn a fiiU-tinie basis and 
maintains operating recottJs related to its banking activities. 

• The above address is in -ttai ^/b jrvv) (msert counby). 

Foreign Bank is authorized to contiucl banking activities. 

• Foreign Bank is subjeetto inspection bv (|a.iia«..T<:l< Jel/k.tu'/nulLikjL {ic 
Banking Authority), the banking authority Lhat licensed Foriign Ban]; t 
conduct banking activities. 


Foreign Bank does not have a phymea) presence in any country, but Foreign ' 

is a regulated nffiliate. That means: 

• Foreign Bank is an affiliate of a depository institution, credit union, or - 
foreign bank that maintains a physical presence at the following street a 

, where it employs one or nu 

persons on a full-time basis and maintains operating records related to i 
banking activities. 

• The above address is in (insert cc 

where the depository institution, credit union, or foreign bank is aulhoi : 
conduct banking activities. 

• Foreign Bank is subject to supervision by , (ir' - 

Banking Authority), the same banking autlioriiy that regulates thedepc 
institution, credit union, or foreign bank. 


□ 


Foreign Bank does not have a physical presence in a country and is no 
regulated affiliate. 


D. 


Indirect Use of Correspondent Aecoonts: Check box to certify. 




No Correspondent Account maintained by a Covered Financial Ihstimii 
be used to indirectly provide banking services to certEin foreign banks. 
Foreign Bank hereby cerUfies that it docs not use any Coirespondent / < ,-it 

with a Covered Financial Institution to indirectly provide banking servlc ■ i 


CONFIDENTlAL/BUSlNESf ' OPRIETARY/ 
CUSTOMER CONFIDENTIA FORMATION 

W000708 
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any foreign bank that does not maintain a physical presence in any cor 
that is not a regulated affiliate. 


E. Ownership Information: Check box 1 or 2 below, if applicable. 


I I 1. Form FRY-7 is on file. Foreign Bank has filed with the Federal Rest: 

Board a current Form FR Y-7 and has disclosed its ownership infomia: ; -n 
Item 4 of Form FR Y-7. 

I I 2. Foreign Bank’s shares are pabllcly traded. Publicly traded mean.- 
shares are traded on an exchange or an organized orer-the-coimter ms 
is regulated by a foreign seciitities authority as dclined in section 3{s)( 
the Securities Exchange Act of 1934 (1 S U.S.C. 78c{a)(50)). 


If neither box 1 or 2 of Part E is checked, complete item 3 below, if appiicable. 




3 . Foreign Bank has no owner(s) except os set forth below. For purposer ^ is 
CerdficaUoQ, owner means any person who, directly or indirectly, (a) f 
controls, or has power lo vote 25 percent or more of any class of volLi . 
securities or other voting interests of Foreign Bank; or (b) controls in ' 
raaoDer the election of a majority of the directors (or individuals cxer: 
similar functions) of Foreign Bank. For purposes of this Certificalif: , 

(i) person means any individual, bank, coJT)oraiion, partnership, limiie 
liability company or any other legal entity; (ii) voting seeorities or oth •- 
voting interests means securities or other interests that entitle the hold . 
vote for or select directors (or individuals exercising similar functions); 

(iii) tnembers of the seme family* shall be considered one person. 







F. Process Agent: complete the following. 


The following individual or entity: LL-P 

is a resident of the United Slates at ttie following slr^ adless: 

A/i, $fe.. 3ddo, PI ^ uSA S3iril 

is authorized to accept service of legal process on behalf of Foreign Bank froci ' 


• The seme fanalyineana parenu, spouses, cbDcben, siblings, uncles, aunts, grandparcurs, grandchildrc . 
cousbs, siepchildieu. sttpsibiiogs, parenis-in-Isw and spouses of any of ihc foregoing. In determining the r 
intcrcsis of die same family, any voting interest of any bimily metnber shall be mica into account. 


CONFIDENTIAL/BUSlNESS.'i 
CUSTOMER CONFIDENTIAL i 


3TARY/ 

. lATlON 
<V000709 
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Secretary of the Treasury or the AUoniey Genera] of the United States pursuan: ' n 
531 8(k) of title 31, United States Code. 

G. General 


Foreign Bank hereby agrees to notify in writing each Covered Financial Insd 

which it mainiams any Correspondent Account of any change in facts or circMTi- ^ 

rafted in Uiis Ceitification. Nclificalion shall be given within 30 calendar dnys h 

change. 


Foreign Bank understands that each Covered Financial Institution at which it rr 
Correspondent Account raay provide a copy of tliis Certification to the Secrcui 
Treasury and the Attorney General of the United Slates. Foreign Bank further 
understands that the statements contained in this Certification may be transmittc 
or more dspartments or agencies of the United States of America for the purp^-; 
fulfilling such departments’ and agencies^ governmental functions. 


. tJl. 

rA^f/fop/ (name of signatory), certify thatf have !*=;■ 

understand this ’Certification, that the statements made inilus Certification 
and correct, and that i-anr authorized to execute this Certification on behal^ ~f 
Bank. 





[Signature] 

B!&;^ fYuxjj / 

(Printed Name] ' ‘ 

/ ^Tg^^al Cou nsel 

[Title] 

Executed on this St'd day of Q-lviir.n^ . 200^. 


Received and reviewed by: 

Name: 

Title; 

For 

[Name of Covered Financial Institution] 


Date: 


CONFIDENTIAL/BUS; f’ROPRIETARY/ 

CUSTOMER CONFlDr: INFORMATION 
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APPENDIX B TO SUBPART I OF PART 1 03 - 
RECERTIFICATION REGARDING CORRESPONDENT ACCOUNTS FOR 

BANKS 

[0MB CONTROL NUMBER 1505-0184] 


The Informaiion contained in this Certijicaiian is sought pursuant to Sectic 
and 531S(k) of Title 31 of the United States Code, as added by sections 313 and 3j 
USA PATRIOT Act of 2001 (Public Law 107-56). 

The undersigned finaneial institution, r^Trn.4S-l~ ftrr. 's'. 

(“Foreign Bank"), hereby certifies as follows: O 

1 . Foreign Bank has executed a Ccrdiication dated A|Va I . 20c4-(the “Ce. i 
relating to one or more Correspondent Arxxnints maintained by one or more Covere,. , 
Institutions for Foreign Bank, Terms defined in the Cerlificalion have the sameme- i. 
Recertification. 

2. The infonnation contained in the Certification: 
remains true and coaect. 

is revised by the information provided vrilh this Recertification (atta'.’,, 
describing the information that is no longer conect and slating the enu ■ 
information). 

Foreign Bank understands that each Covered Financial Institution at which it raab; 
Correspondent Account may provide a copy ofthis Recertificatioij to the Secretary of 
Treasury and the Attorney General of the United States. Foreign Bank further undr-r: 
the statements contained in this Recertification may be transmitted ro one or more dc; 
agencies of the United States of America for the purpose of fulClliog such departmsoi 
agencies’ govemmonlal functions. 


□ 

S' 


CONFIDENTI AL/BUSINE f 
CUSTOMER CONFIDENT!, 


P. 8/9 


V 


4 - 


It 


iETARY/ 

MATION 
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iJr-l T hiiAJi of signatory), certify that Wave read and -i;- ’ 

this Recertificatioii, ihai the statements made in this Recertificalioa are complete an 
that kail authorized to execute this Recertification on behalf of Foreign Bank. 

uxiA/e. 



Executed on ihis 


3rA day of 200^. 


:0S7B 


Received and reviewed by: 

Nome: ' 

Title; 

For: 

[Name of Covered Financial Institution] 


Dale: 


Dfilod: SepUimbar 16, 2002. 

Jamci Slnan, 

Dl/ector 

IFRUoc 02-24HJ Filed 9-2S-02; 0:45 am} 

SMLLIKO COOe 4B1P-«2W; 


DEPARTMENT OFTHE TREASURY 
31 CFR Part 103 
RlH 150&-AA27 

Finanda! Crimes Enforcement 
Network; Speda! Information Sharing 
ProceeJureaTo Deter Money 
Laundering and Terrorist Activity 

AGENCY: Finandal Crimes Enforcement 
Network (FinCEN), Treasury. 
action: Final rule. 

suMMARv: PinCEN is issuing this final 
rule to fencoura^o Inrcirmatiori shariag 
among financial iasUtulions and Federni 
government law enforccinent agennics 
for the purpose of identifying, 
preventing, and deterring money 
laundering aod lerrorisi activity. 


DATES: This fUia) rule is effective 
September 28 , 2002 . 

FOR FURTHER INFORUATtON COKTACT. 

OfTice o( chief Coiuosel, FinCEN, (703) 
905-3590; OfBce of the Assistant 
General Coonsd (EDfo(cemeot).(202) 
822-1927; or the Office of (he Assistant 
General Counsel (Banking and Finance), 
(202) 622-04)80 (oottoll-noo numbers). 

SUPPLEMEKTARY INFORMATION: 

I. Statutory Provfstons 
On October 26, 2001, the President 
signed into lew the Uniting and 
Strengthening America by Providing 
Appropriate Tools Required lo intercept 
and Obstruct Terrorism (USA PATRIOT 
ACT] Act of 2001, PubUc Law 107-56 
(the Act). Of the Aa's maay goals, the 
&c>Litation of hifomation sharii^ 
among govemznenUl BuliUos and 
financial institutions, for the purpose of 
comb.idng terrorism and money 
laundoiing. Is uf pareinount importance. 
Section 314 of the Act furthers this goal 
by providing for thesharing of 
information between the government 
and finaadal institutions, and among 
financial institutions themsslvca. As 


with many Other p*'*' ji ■•.Act, 
Congress Has chai^L-.. ; e ' 

Department of Ihc; ' U' 
('Treasury") with 
regulahons to imp! 
inlbrniaUro-shar* ~ 

Subsection SI'' . ss in 


part that: 


[llhe Socretaiy shfill 'i 

/•Lions 

b> ODCcurago hstbc; 

"S 

financiBl izuiUhillDii-^. 


Butl)«iliB5, rad law 

aittes. 

with the 9peclffa:pu7~'.M 

-N,g 

leguljitary ra(hDriLi..r 

Tioat 

ralhorUiu to share w'ti' . 


institutions tnfor -■=‘ • 


Individuals. «u6'i< - 


engaged in or rBP.< r t 

MTod on 

' SecUon Jl i of ihr .* r 


provltiea ihoi »pp* .; 


Statutory Noto< lo 7: 

M u 

CDS of ■ auiobat r>l>. - 


(hsbodyefbwcon::: 


fiocrscy AcipSSA!. "'■l 

u 

uneodsd. at iz L'.' 

-jsea. 

aodSl U.S.CS3^ 


ImplamanllDe the n " 

’OS- 

Tbs autbortty of tt . 

.6 

ESAsnd lls tropl-..> > 1 . 


eeligatsd laths r.. mot 



j/ 
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facsimile cover page 


TO: 

Ronnie Buchanan 

From: 

Michelle Boucher 

COMPANY: 

Lome House 

Fax: 

S09-945-2197 

FAX: 

011-44-1-624-822-952 

Tel: 

809-945-2187 

DATE: 

December 12th, 1995 




Wearetransmtting 4 p«e(s)- Please oonmct the undersigned iftee is a 

probJeoa with the transmission. 


Dear Romrie, 

Please find attached a Directors Resolutioii and Bank Mandate Form requiring you: 
signature. This allow us to open a bank account for Scottish Holdings that could ^ 
operated ftom Cayman. (The only activity it will likely have is for payment of legal bills 
& miscellaneous expenses.) Messrs. Flanagan & Hunter are Directors of Scottish 
Annuity as wen as Maverick Fund Ltd and Queensgate Bank & Trust We have set the 
signatories up this way for ease of processing. 

Please return the attached by fax and if you have any questions, please call. 


Kind regards. 



Finance & 


Administration 


Permauent Subcommittee on iDvestigations 

EXHIBIT #66 - FN 497 


CONFIDENTIA] 

PSI0011818 
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07/23/98 13:50 FAX 


®007/012 


[ CPI BD14~| 


Lehman Brothers 


Corporation Account 

Authorizing Trading in 
Securities and Commodities and 
Permitting Margin Transactions 
and Short Sales 




TMd carifolijr, sisn and reium 
To Lehman Brothers Inc. 

The undersigned Corporaiion, by 


c/i lie-(Lo . 


Secretarii 1^/ji 



pursuant to the resoluUon. a copy of which, certjlied by ine Secretary, is 
antrexed hereto, hereby authwiaes you to open an account m the name of 
said Corporsfjon: and represents that no orte other than the Corporation 
has any interest in such account. The undersigned also endcses hereiiith 
your CUinl's Agreement with consertt tg loan of securities duly executed on 
behalf of the Corporaiion and acknowledges receipt or a copy of the Client 
Agieemenl. This auihorliatiert shaB continue in lorce unQI written notice of 
its revDcaliDn is delivered to you al the oftice servicing this accourrl. 

^rrUivbar^ fCi-<j , iSbC . 


hereby certify that the annexed resofulions were duly adopted 
at e meeting of the Board of Directors oi said Corporation, duly 


2^ rol 



which a quorum of said Board of Oireclors was peser/ add acting inrsugn- 
out and that no action has been taken to rescind or atwd said rasplutions 
and ttiat the same are now in lull force and eflecl. 

i lurihei cenily lhal each ol Ihe following has been duly elected and is now 
legally noiding the office set opposite his name: 


% 


■ ^P l KWail" 




City and Slate . 




llutif^^rufy that Ihe said Corpofalion is fluiy organized and existing and 
has ihe powei Id lake the action called for by the lesoiultons annexed 


IN WTNESS WHEREOF. I have hereunto Jfliied my 
8»se^ol aid Corporaiion this days! 

- , smia 


Permapent Subcommittee on InvestieatioDs 

EXHIBIT #66- FN 499 


CONI'IDENTLAL 

SECI00091969 

PSTftftlOS836 
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From: Kellen, Cindy L, [cindyJ.kellen@bofasecuritles.com] 

Sent: Wednesday, March 20, 2002 4:42 PM 

To: Wu, James P; Ching. Alien 

Subject; Cayman Island Accounts 


James/Alien, 

Can you please conduct a background check on the following foreign entities and individuals? 

1) Irish Trust Co. 

PO Box 10658 APO 
5th FI Harbour Place 
Grand Cayman. Cayman l^ands 

Michelle Boucher, CFO 
J. Dennis Hunter, Director 
Karla J. Bodden, Director 


Redacted By 

Permanent Subcommittee on 
Investigations 


Redacted By 

Permanent Subcommittee on 
Investigations 


Redacted By 

Permanent Subcommittee 
on Investigations 

Thanks 


Cindy L Kellen 
Vice President 
Sales Supervisor 


Permanent Sabconimittce oo iDvestigations 

EXHIBIT #66 - FN 499 


BA 05 
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11.9 Terminology. All persoml pronouns used in this Agreenatent, whether xised in the 
masculine, feaninine or neuter gender, ii»:li^ all odiea’-genders; tiie singular includes Ak: plural and vice 
versa. 


IN WITNESS WHEREOF, die Members have duly executed this Agreement as of the 
date first above written. 


GREEN FUNDING H. L.L.C. 


By:_ 

Name: 

Tide: 


MAVERICK USA, CORF. 


By:__ 

Name: 

Title: 


EB&M HOLDINGS, LTD. 



Nat^e: 

Title: 


OL. 78!373v3 


PernwaeBt Subcommittee oo investigations 

EXHIBIT #66 -FN 499 


confidential Treatment Requested 
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Jul. 24 1996 10 :i 0 W Pi 


FROM : Redacted byAe Permanent | 

g.'V^rnmmittee on Investigations^ 


PHONE NO. : 


facsimile cover page 


TO: 

FAX; 

DATE: 


Amber Gibson 


1-214-i 

July 24th, 19S6 


Redacted by fee Permanent 
Subcommittee on Investigations 


From: 

Fax: 

Tel: 


Michelle Boucher 

809-949-2519 

809-949-0658 


oMB^tl/KeMetMntactiheimiierslgMdiftb^ 

Tuith the ttanrolaaion. 


Amber, 

I have flie following «et up Sir Thuriday A Fritley: 

S^^^^ACo-JohnLungmulFmeerHot^ttot^^ 
iavestmeat mftDflgaiient oepartmeDB. 


Thurid^ 7:00pm 

TWI. Hunter md Katie BoJdcp of QueotagMe Bank A Timt (om ofShore 
>(licectan landloidtO 


mS- H enry Smith of Meplee A CtOder - to touch l«e on documentation m: Income 
Funicloadttg 

Smith of Mrjile* A Celdct, and Dan Scott of Ernst A Young 

Ple«e let me know if them is mvthing eta. that elte Evmr or Shari would lilm 

up. and If Evan will attend dthet of the lunches or Friday meetmg. 



I ppnnanent Subcommittee on In vestisatioas 

^EXHIMT#6^^P^501_ 
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Summary - Irish Trust 

Irish Trust Ltd (“ITL”) is a Cayman Island corporation that has been in 
existence since December, 1995 and is wholly owned by Irish Holding Ltd 
(“IHL”). It currently has two directors, Dennis Hunter and Karla Bodden. 

Michelle Boucher is Secretary and Manager, Rnance and Administration. 

ITL has a restricted trust license. ITL has a license in the Cayman Islands to 
provide the following services: 

a) Administrative services to the shareholders of IHL. The trust company is 
not licensed to provide these services to non-alEliates. It would be unlikely that 
Cayman Financial Services would approve such a request. 

b) Tmstee services, to policyholders of Scottish Annuity, that wish to 
purchase an annuity through a Oust. To date, ITL has not provided these services. 

ITL has a restricted mutual fund license. ITL has a license to provide the 
following: 

a) Fund administrator services for up to 10 mutual funds. Each fund must be 
approved by Cayman Financial Services prior to ITL becoming the fund 
administrator. The trust company currently has eight funds under administration: 
Maverick Fund LDC, Maverick Fund Ltd, Maverick Fund II, Ltd., Maverick 
Levered Master Fund, Ltd., Maverick Levered Fund, Ltd., Maverick Protected 
Master, Ltd., Maverick Protected Fund, Ltd. and Edinburgh, LDC. 

There have been discussions of restructuring the ownership of the company. 
A change made to current ownership must be approved by Cayman Financial 
Services. 


Permanent Subcommittee on Investigations 

EXHIBIT #66 - FN 503 


Confidentiai 
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IRISH TRUST ORGANIZATION CHART 


Role/Position 
Proposed Shareholders: 


Bessie Trust % 

Tyler Trust % 

Vasper, Ltd. (Shari) % 

Arakan, Ltd. (Mike) % 

Michelle Boucher % 


Proposed Directors: 

Lisa Wyly, Director 
Don Miller, Director 
Karla Bodden, Director 
Dennis Hunter, Director 
Michelle Boucher, Director 
Sharyl Robertson, Director 

Proposed Officers: 

President & CFO - Michelle Boucher 
Controller, Hedge Fund Operations - Lara Haskins 
Secretary - Michelle Boucher 


Confidential 

SEC_ED00065885 
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IRISH TRUST ORGANIZATION CHART (Cont’d) 


Committees: 

Trust Committee 

Sharyl Robertson 
Michelle Boucher 

Responsible for overall performance of the company and of its responsibilities as 
fiduciaiy under individual fiduciary accounts and determining what fiduciary 
relationships the company will accept. 

Audit Committee Don Miller 

Lisa Wyly 
Outside Directors 

Responsible for assuring the trust company is operating in a sound manner and 
within compliance with the applicable regulations and other laws of the Cayman 
Islands. The Audit Committee will be separate and independent from the officers 
and the directors. 

Investment Committee 

Don Miller 
Outside directors 

Responsible for assets managed by the trust company in a fiduciary capacity and 
provides insight to the CFO with respect to the management of the trust company’s 
investable assets. 


Confidential 

SEC_ED00065886 
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TRUST COMPANY INFORMATION 

Choice of Charter - Grand Cayman, Cayman Islands 
Location: Ugland House, Georgetown, Grand Cayman 
Restricted Trust License - Granted January 1995 
Restricted Mutual Fund License - Granted January 1995 
Minimum Capital Requirement - $25,000 
Recommended Capital - $1,500,000 
Cayman Island Taxation - None 

Investment Standard - Prudent Man Rule 

a. The preservation of capital and production of reasonable income are the 
standards forjudging the prudence of investments. 

b. The prudence of a fiduciary’s action is judged in hindsight and is typically 
measured against statutory standard of performance. 

c. The statutory standard of performance is applied. 

D & 0/ E& O Insurance - Obtain 
Auditors - Ernst & Young (Cayman) 

Attorneys - Maples & Calder 

Annual Requirements - Audited financial statement delivered within three months of 
year end to Cayman Financial Services. Auditors to provide internal control letter 
to the directors and Cayman Financial Services. Unaudited financial statement 
within 30 days of year end delivered to Cayman Financial Services. 

Policies and Procedures Manual - Obtain from law firm 


Confidential 
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TRUST COMPANY SERVICES 

The trust company will provide trust services as follows: 

1. Acting as an administrator to various revocable and irrevocable trusts created 
by or for the beneficiary of the shareholders of Irish Holding and their family 
members; 

2. Providing safekeeping and custodial services; 

3. Acting as an agent or attorney-in-fact in any agreed-upon capacity; 

4. Trust financial planning; 

5. Investment advice and managementfupon hiring of investment manger); 

6. Tax planning and comphance; 

1 . Financial administrative services, including bookkeeping, budgeting, financial 
statement preparation and cash management. 

Additional services will be added as deemed appropriate and viable under the 
Cayman Islands restricted trust license. 


Confidential 
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MUTUAL FUND LICENSE 


Confidential 

SEC_ED00065889 
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The Irish Trust Company (Caymant Ltd. 

P.O.BoxlOfiSJAPO 
S”* Fbor, Iferboxtf Place 
George Town Giaad Cayiaan 
Tel: (345) 949^D65S 
Faxt(J45) 949-2S1P 
Eoail mmacinoisd^tcxotiLk^ 


mxEu 


FACSIMILE TRANSMISSION 


No. ofPages (incl. Csvei sheet): 3 


D.ATE: 

April 29. 2002 

rch 

Anna Bcnhatoul 

COMPANY: 

Aundyr TiUBi CcenpaBy 

FAXNa 

on 44 l«24 624 465 

FROM: 

Margot Macinnis 

SUBJECT: 

Irish Tiiist Holdings 


MEMO 

Tbank you for yota ftearmH e datsd April 22®^ , 2002. In regird to ibe share cctificitc, Maples & Caldcr coefinnod 
tliar diey hold the ongisil share ceroilcait. a copy is attached for yoor icference. Wt would appreciata it if you cowld 
arrange wii Lome House to execute the shaie transfei, fiic formofwdiichjs attached. Upon receipt of the share 
traruftf fons wc will arrasge withMaplse Sl Calder to cancel the share cerllScatc. 

If you have any questions plcue do sot hesttite to contact tne- 


Yours truly, 



Margot MacLinis 
Manager TlUA It Coseplisnee 


The atfWHiaUoa wstwul'm thij iacsi;^*. aod »Ki5i.qwj». iT bwid*a“ wUy fcr the pcMowl ai wafitotW w 

oKlpteaUt) *^0*^ tf *« reada «r«lu* i» not Ac aSoodsrf ledjifffiiot u ie«b 1 fotdcUvwtae a t» ih= 

utlcndci reetpkjn, yov are hereby noriJJcfi that you have raedvoj diis Jocuacat in »«ir and act eay review, dianninallon. 
diitributlon. or eepyinj of 0«i ftcriimU sad any of ita .wchmean is atietly pTohibhed. you be^e reserred e.fi d^naasi. la smr. 

pte&tsaoiiJyusicmediirch'Ctdieaddttsoiewd above. 


Permanent Subcommittee OP iDvestigatiODS 

EXHIBIT #66 -FN 503 
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NOTICE OF l‘:XTRAOKI)lNARY GENERAL MEETING 
MAVERICK FUND, LTD 


NOTICr. IS HI'-RHBY GIVEN that an Extraordinary General Meeting of the above named 
company will be licld on 31st December, 1997 at the offices of The Irish Trust Company 
(Cayman) 1 -iinited, Uglartd House, South Church Street, George Town, Grand Cayman, Cayman 
Islands at 11.00 a.m. to consider the following resolutions as special resolutions: 

1 . THAI' the Memorandum and Articles of Association of the Company be and the same 
hereby are amended by the deletion in its entirety and the substitution in its place of the 
Memorandum and Articles of Association annexed hereto. 



of the board 


Registered Office 
Maples aiid Calder 
P O Box 309 
Ugland House 
George Town 
Grand Cayman 


Notes: 

1. A member entitled to attend and vote at the above meeting is entitled to appoint one or 
more proxies to attend and vote in his stead. A proxy need not be a member of the 
Company,' 

2. A form of proxy for ii.se at the General Meeting is enclosed. Whetlier or not you propose 
to attend the meeting in person, you are strongly urged to complete and sign the enclosed 
form of proxy iti accordance with the instructions printed thereon and to send it to or 
deposit it (together with any power of attorney or other authority under which it is signed, 
or a noiarially certified copy ihcreoO at the ofilce of The Irish Trust Company (Cayman) 
l.iniitcd, P 0 Box 30868SM13, Ugland House, South Church Street, Grand Cayman, 
Cayman Islands as soon as possible and in any event before the time appointed for 
holding the mccling being 11,00 a.m. on 31st December, 1997. Completion and return 
of the form of proxy will not preclude you from attending the General Meeting and voting 
in person if you so wi.sh, 

3. If two or more persons arc jointly regarded as holders of a share then in voting, the vote 
of the senior wlio tenders a vote, whether in person or by proxy, shall be accepted to the 
exclusion of the votes of other registered holders of the shares and for this purpose 
seniority sliall be determined by the order in which the names stand on the register of 
incmhcrs. 


Permanent Subcommittee on lnvesti£ations 

EXfflBIT #66 - FN 503 
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MAPLES and CALDER 

Attorncys-st' 


July 5, 1995 

Mr. Shawn T. Wells 
Maverick Capital 
8080 Motlh Central Expressway 
Suite 1300 

UV-31, Pallas, 'DC 75206-1895 
II.S.A. 


Pear Sir, 



I enclose herewith our account in respect of professional services rendwfrf by ftis finn for 
period ending June 28. 1995 in respect of the above matter together witli our account for the 
incorporation of the above company. 



PO Box 300 Uglaiid House South Chureh Street Grand Caymsu Caymati Islands British West Indies 
rercphoDc: 8O9-949-S0SS Telecopier; 8<»-9<9-BOS0 Teiux: CP (0293) 42t2 

Maples asd Caldc* 

Asia 

SuUc 1002 OhC Exchange S<;u*r« 8 Connaught Place HoflgKong 
Tcicjthonc; 852-2522-0335 TeJccopier: 852-2537-2955 


31-JLL-i9&;> 17=45 


2146918245 


P.082 
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= Redacted by the Permanent 
Subcommittee on Investigations 


maples and CALDER 

Attomeys-at-La'^ 


Maverick Growth 5 Itiooma Fund, h.ft.C. 
Attn: Mr. Shawn 1’. Hells 
Maverick Capital 

BOBO HorUi Central Expressway, Suite 
1300, IiB-31, Dallas, TX 7520G-1895 
USA 

to! General advice 



TO our ettargcG 
Cayman Islands 


for professional services rendered by this firm as 
legal counsel for the period ending on June 23, 19955 


In relation to the formation of the Maverick Growth Sr inoome Fund L.D.C. 
preparation of various matters. 


a 


TOTAL PEES 


5937.se 


Coicsiiiu n i cat i on s 

communications charge 

Photocopies 

Printing 

Stamps 


19. 2C 
.63 
.3C 
ioi.se 
7.3; 


TOTAL DISBURSEMENTS 


$129. 2< 


TOTAL - US$ 



Additional dis^bursementB may be invoicBd at a latar date. 


Please forward your payment by ebsQue or banker's draft to th^^add^es^^^, 
bolow or cable transfer to Maples and Calder, account number 
DarclQVC Bank PL.C, Cayman Islands, BWI, (ABA# - 280 762 361) via Barclays 
Bank PLCf 75 Wall Street, New York, N.Y. 10265. (ABA# ’- 02600257-4}. Pleaj 
ensure that your remittance bears reference to the invoice number and 
client number noted above. 


PO Box 309 Uglaud House South Churdi Street Grand Cayman Cayman Islands BtUlshWe^ Indies 
Telephone: S09-949-8006 Telecopier. 809*949-8080 Telex: Cl* (0293) 4111 

Maples and Caldct 
Asia 

Suite tool One Rxclatise Square 8 Ojfinauglil Place Hong Kong 
TcMiOTie: 852-2522-9333 T«loc<^i«; 852-2537-2955 


3i-JLt-l995 IV: 4G 


P.003 
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= Redacted by the Permanent 
j Subcommittee on Investigations 


MAPLES and CALDER 


Atlomcys-at-Law 


Havex*ick Growth & Incow© Fund, L,D-C. 
Attn; Mr. Shawn T. Wells 
Mavcrack Capital 

8000 North central Expressway, Suit© 
1300, Dallas, TX 75206-1835 

USA 


Roi Company Incorporation 



Professional charges in connection with USS 

the incorporation of the abovementioned 

Company; to preparing Memorandum and 

Articlofl of Association,* to attending 

to t-ho registration thereof; to applying 

for a Tux Exemption Certificate; to 

preparing Minutes of Subscribers' and 

Directors Meetings; (Fee - US$500.00) 

To providing tho Registered Office for 
the balance of 1995; 


TOTAL FEES $1125.0 


Seals 45.1 
Incorporation Fogs 806.0 
stamps 14 . 6 
Tax Exemption Certificate 12.2 


(Continued on page 2 


ro Box 309 IJgland House Souih Church Sucet Grand Cayman Cayman Islands British West Indies 
Tftlcpliane: 809-949-8066 Telecopier 809-949-8080 TcIeX; CP(0293) 421Z 

Maples aadCaidcT 
Asia 

$uhe}002 One Exchwig^e Square 8 Ccaaaughi Place HcogKei^ 

TelephoM. 852-2522-9333 Telecopier: 852-2S37-29S5 




P.004 
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Additional disbursonents nay be invoiced at a latet date. 

Please forward your payment by cheque or banker's draft to the address 
below or cable transfer to Maples and Calder, account number 
Barclays Dank PLC, Cayman Islands, BWI, {ABA# - 280 762 361) via Barclays 
Bank PLC, 7S Wall Street, New York, N.Y. 10265. (ABA# - 02600257-4). Pleas< 
ensure that your remittance bears reference to the invoice number and 
client number noted above. 



P.00S 
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wmmm^m - Redacted by the Permanent 
^^^____Subcommittee_o£jnvesti^atiom 


MAPLES and CALDER 


Attomeys-at-I^aw 



- rii^t 

./A.,./ 6/ .'■-Zr 


, ■£' (>Jtl 


July 5. 19!>5 


gfai. iyjrl A 

Mr. Shawn T. Wells 

Maverick Capital 

KSC.f-'j 

(?i>v7C5K->i ' e s epi't 

SOSO North Central Expressway 

\£-' ^ 


Suite 1300 

LB-31. Dallas, TX 75206-1S95 
U.S.A. 

gu 



Dear Sir, 

Re! Maverick Grn^rrti &. Yncftme Fund lid. 


I enclose lierewiiJj our aosounf in respect of professioaal services rendered by this firm for dxt 
|)criod c^tding June 2S, 1995 in respect of the above matier together with our acoount for the 
incorporation of the above company. 


I enjoyed worlcing with you on this transaction 
work wjrtt you again in the future. 


Yours sincerely. 






ro Box 309 Uglatid House South Chutch Street Grand Cayman Cayman Islands British West Indi&s 
Tclj^hono: 809-949-S066 Tdceopler: 809 949*8080 TeJea; CP<0»3)4212 

Msplcs knd CUder 
Asia 

Suite 1002 One Cxcbatige Sqturc 8 Coonau^t Flae« H(»kg Kong 
Telcplione; 852-2522-9333 Telecopier: 8S2-2S37-29S5 


l-JUL- l^re. 17w17 


CONFIDENTIAL 

PSI00120574 



2880 


; Redacted by the Permanent 


Maverick Fund 


TnvestmentAdvisori 
Maverick Capital 

8080 N. C«itral Expressway, Suite 1300 
Dallas, TX 75206 


Administrator; 


Share Register; 


The Irish Trust Company (Cayman) Ltd. 
PO Box 30868 SMB 


5th Floor, Ugland House 
Georgetown, Grand Cayman 
Cayman Islands, BWI 
Contact: Michelle Boucher 
Phone: SOof 


Fax; 


809- 


Prime Brokers; 


Bear Steams 
245 Park Avenue 
New York, NY 10167 


Queensgate Bank &. Tmst 
PO Box 30868 SMB 
Ugland House 
Georgetown, Grand Cayman 
Cayman Islands, BWI 


Merrill Lynch 

101 Hudson Street, 7th Floor 
Jersey City, NJ 07302-3997 


Paine Webber 

1285 Avenue of the Americas 
10th Floor 

New York, NY 10019 


Goldman, Sachs & Company 
I New York Plaxa, 48th Floor 
New York, NY 10004 


Cflvman Counsel; 

Maples & Calder 
PO Box 309 GT 
Ugland House 

Georgetown, Gmnd Cayman 
Cayman Islands, BWI 

Auditor; 

Ernst & Young 
POBoxSlOGT 
Grand Cayman 
Cayman Islands, BWI 


U.S. Cpunad; 

Jones, Day, Reavis & Pogue 
2300 Trammel Crow Center 
2001 Ross Avenue 
Dallas, TX 75201 
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Tbe Registrar of Ccanpai^ 
Tower BuOding 
GcoigcTowo 
GRAND CAYMAN 


SrOTHSH ANNUrrV A LIFE HOLDINGS. LTD. 

TAKE NOTICE fliai flw fbltowing Special Rcsolurion, a copy of ^uch is attached hereto, was 
passed by all the Shareholders of the Company on i2* November, 1998'. 

WHEREBY it was resolved as a Special Resolution: 

THAT the Memoranduin and Articles of Association of the Compaq and they 
are hereby amgrided by their entire deletion and their substitution by the 
Memorandum and Articles of Association annexed hemo. 


Dattd this 17 Novonhber. 1998 




MAPLES and CALDER 


CSRTineO TO 2S A TRUE MJD CORRECT COPY 



HnSUJlW706IJM*S96I\9wf5a2! 
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THmr. mMPANTCS l.AW nwil MTVlSlOm 
rOMTANY LIMTTF.D BY SHAKES 
MEMORANDUM OF ASSOCIATION 
OF 

SCOTTISH ANNUITY & LIFE HOLDINGS, LTD. 

fas adopied by fecial Resolution doled 12th November, 1998) 

1 . The pame of the Coiiq»tty is Scott^h Annuity & Life Ho1^|S> Ltd. . 

2. The Registered Office of the Company shall be at the offices of Maples and 
Caldet, Attonieys-ai-Uw. Ugland House. PO Box 309. 113 South Church Street. George 
Town. Grand Cayman, Cayman Islands, British West Indies or at such other place as the 
Directors may from time to time decide. 

3 . TTie objects for which the Compare is established are, subject to section (0 pf 
this Clause 3, unrestricted and shall include, but without limiudoo. the following: 

(i) (a) To own. hold, purchase or otherwise acquire equity or debt securities in 

companies, firms or other persons engaged in aD or any forms of insuianw or 
reinsurance and to promote the esublishmeot of such entities. 

NOTWITHSTANDING ai^ other provision of this Memorandum of 
Association and of this Oausc 3 in particular, the objects for which the 
Company is established arc restricted to holding shares m one or more majority- 
owned subsidiaries, eacb of which t^ieiates as an insurance 
incorporated under the laws of the Cayman Islands, 
regulated as such by the government of the Cayman 

HN$MUBUJlP\27KI3W)0692\ai«el3! 
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2 

p rimar ily and predominaiiUy m the writing of insurance agreements of the Qipe 
specified in section 3(aX8) of the United Stales Securities Act of 1933. as 
amended (except for the substitution of supervision by Cayman^ Islands 
insurance regulators for the regulators referred to in that section), or the 
reinsurance of tisics on such agreements underwritten by insurance companies. 

(b) To carry on the business of a bolding company and to utriettake and 
carry on and execute all kinds of financial, commereial and other operations. 

(ii) To exercise and enforce all rights and powers conferred by or incidental to the 
ownership of any shares, stock, obligations or other securities including imihout prejudice to 
the generality of the foregoing all such powers of veto or control as may be conferred by 
virtue of the holding by the Company of some special proportion of the issued or nominal 
amount thereof, to provide managerial and other execuUve. supervisory and consulumt 
services for or in relation to any company in which the Company is interested upon such terms 
as may be thought file 

To p*^^**^' Of otherwise acquire, to sell, exchange, surrender, lease, 
mortgage, charge, couvert. turn to account, dispose of and deal with real and personal 
property and rights of all kioda and. in particular, mortgages, debentures, produce, 
concessions, options, contracts, patents, annuities, licences, stocks, shares, bonds, policies, 
book debts, business concents, undertakings, claims, privileges and ehoses in action of all 
kinds. 

(iv) To stand surety for or to guarantee, support or secure the performance of al! or 

any of the obligations of any person, firm or company whether or not related or afiiliated to 

IINS\DJBanrUtr»13VIta«3WMeI3! 
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REDACTED 

Draft ofDeccmber 3. l ?gJ 


PUBUC OFFERING 
OF 

16,750,000 

ORDINARY SHARES 
OF 

SCOTTISH ANNUITY & LIFE HOLDINGS, LTD. 


Ncvemhcr 30, IW 


1940 Act 
Bernstein 


CGS&H 

CIBC 

Commission 

Company 

E&y 

Exchange Act 
Harris Trust 


Q 

Ul 


-J (A 
< lU 


z o 

is 


g m 

“i 

S Ul 
o a 


ING 

JDR&P 

M&C 

NASD 

NASDAQ 

Non-Sharcholdej 

Investors 

Offering 
Ordinary Shares 


Abbreviatio ns and Defined Temts 

Investment Company Act of 1940, as amended 

The Bernstein Law Finn, insurance counsel to the 
Company 

Cleary Gottlieb Steen & Hamilton, counsel to iinderwritcrs 
CIBC Oppenhtimer Corporation 
Securities and Exchange Commission 
Scottish Annuity & Life Holdings, Ltd, 

Ernst & Young, independent auditors of the Company 
Securities Exchange Act of 1934, as amended 

Harris Trust and Savings Bank, the Company's irt:.5fer 
agent and repstrar 

ING Baring Furman Sclr LLC 

Jones, Day, Reavis & Pogue, counsel to the Company 
Maples & CaJders, Catrman counsel to the Company 
National Association of Securities Dealers, lr»c. 

NASDAQ Stock Market's National Markets 

Maverick Fund U.S.A, Ltd., Maverick Fund 11, Ltd. and 
Maverick Fund, L.D.C. 

Initial public offering of 16,750,000 Ordinary Shares 
Ordinary Shares, par value $0.01 per share of the Company 


DL: I0l00i3»l 
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MAPLES and CALDER ^ 

Cayman Islands Attomcys-at-Law 

PO Box 309, Ugland House 
South Church Street 
Grand Cayman, Cayman Islands 


Telej^one: 1(345) 949 8066 
Facshnile: 1(345) 949 BOW 
Email: info@maples.candw.lcy 


To: 

Chris Butuer 

Date: 

19 June, 1998 

Company: 

Jones; Day, Reavis & Pogue 

Ref: 

270613-0! 

Country: 

Dallas, Texas, USA 

Fax No.: 

1-214-969-5100 

Sender: 

Henry Smith 

No. of pages: 
(laduimt ilus page) 


Sender’s e>mail 
address: 

hns@maples.eandw.Icy 




Pknsc notify us immediBiely if yoii do not receive all pages 
Our fax number is 1045) 949 SOSO 
Our telephone number b 1045) 949 B066 Ext. 244 (fax room) 


This fax is coDfideutial and may also be privileged. If you are noi the intended recipicni, please notify us 
immediately. You should not copy not discl^ its conicms to any. other person. 


Michelle Boucher 


: SconishArnmiiyCompany (Cayman) Ltd. 


Dear Chris 

Scottish Life Assurance (Cayman) Ltd. 

I attach copies of the signed resolutions for Scottish Life Holdings, Ltd. and Scouish Life 
Assurance (Cayman) Ltd. If you require aity further copies of resolutions I suggest you 
contact Michelle Boucher directly. 

Best regards 



UNS\CZMUiiPV270962WI8770 
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SCOTTISH UFE HOLDINGS, LTD 

MINUTES OF THE FIRST MEETING OF THE BOARD OF DIRECTORS OF THE 
COMPANY HELD AT UGLAND HOUSE. STH FLOOR, SOUTH CHURCH STREET. 
GEORGE TOWN, GRAND CAYMAN, CAYMAN ISLANDS ON THE 9TH DAY OF 
JUNE, 1998 ^ 


PRESENT; Michael French 

In Attendance: Michelle Boucher 


1. Incorporation Details 

The Certificate of Incorporation, the Certificate of Incorporation on Change of Name 
of the Company, a certified copy of the Memorandum and Articles of Association (as revised 
to show the change of name) and a signed copy of the appointment of Directors by a majority 
of the Subscribers to the Memorandum of Association were laid before the Meeting. 


2. Officers of the Meeting 

IT WAS RESOLVED that Michael French and Michelle Bonchcr be appointed 
Chairman and Secretary, respectively, of the Meeting. 


The Chairman noted that all the Directors were present in person or by proxy and had 
agreed to waive notice of the Meeting. Accordingly be declared the Meeting duly constituted. 


4. 


IT WAS RESOLVED that each of the following be appointed to the respective office 
set opposite his rramc, each to hold office until his successor shall be appointed or his earlier 
removal from or vacation of office;- 

Michelle Boucher - Secretary 


KNSiHNSvanisinumiouiuteoi! 
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IT WAS RESOLVED that Henry Smith was appoin»l a director of the Company 
solely to facilitate ihe incorporation of the Company and that tte resignation of Henry Smith as 
a Director of the Company is accepted, such resi^tion to be effective from the date thereof. 


6. ■ Adoption of Seal 

IT WAS RESOLVED that the Company’s Cayman Islands legal counsel be and are 
hereby authorised to arrange the prepar^on of the common seal of the Company, and which 
is hereby adopted, upon receipt of specific insmictions from any Director or other person 
acting on behalf of the Company. 


7. Adoption of Form of Share Certificate 

n WAS resolved that the Share Certificate, a specimen of which is attached 
hereto, be adopted as the fonn of Ordinary Share Certificate of the Company. 


8. Allotment of share.s to Subscribers 

IT WAS RESOLVED to allot and issue Ordinary Shares to each of the Subscribers to 
the. Memorandum of Association as follows, payment having been made in cash in foil at par;- 

Henry Smith oot share (no certificate) 

Nicola Melia one share (no certificate) 

9. Redemption of Subscribers Shares 

IT WAS RESOLVED that, immediately after the further issue of the Ordinary Shares 
mentioned below, the following Subscribers Shares shall be redeemed at par:- 

Number of 

Subscriber . Ordinary Shares 

one 
one 


HNSUniSU70Sl}wmiDV8i>4«;Oli 


Henry Smith 
Nicola Melia 
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10. Issuance of Further Shares 

IT WAS RESOLVED, ro allot arid issitt further Ordinary Shares as fully paid and nort- 
assessable as follows, upon payment being made.of USS0.3333 per share:- 


Name 


Number of 


Scottish Holdings, Ltd. 


1,500,000 


11. Issuance of Share Certificate 

IT WAS RESOLVED that any two Directors or any one Director and the Secretary or 
other officer be instrviaed to prepare, sign, seal and deliver on behalf of the Company 
Ordinary Share C^ificales as follows:- 

Number of Share Certificate 

Name Ordinary Shares Npmber 


Scottish Holdings. Ltd. 1,500.000 


01 


12 . 


The Directors noted the declaration pursuant to the above meniioncd Section signed by 
Henry Smith as a proposed director of the Company and it was resolved:- 

THAT the terms of the declaration be and they are hereby fully ratified, 
coofiniied, approved aiul adopted, 


There being no further businea to discuss, the Meeting terminated. 


HNS^SeTO&ITMOUKASnMOOl! 
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: * = Redacted by the Permanent 

Subcommittee on Investigations 


First Dallas International 
Cash Balance and Expenditures 
Nov and Dec 


Cash as at Nov 1, 2004 


transfer from Banc Of America 

FDV-Seranin 

Wire charges 

time depost 

interest income 

Cash as at November 30 2004 



Cash as at Dec 1, 2004 


Maples &n Caider Fees 
Wire charges 
Sale of Deerfeild 

Contribution from Winston Thayer Partners 
interest income 
bme deposit 
Winston Thayer 



Cash as at December 31 2004 
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= Redacted by the Permanent 

Subcommittee onjnyestigations^ 

FAX TRANSMITTAL 


To; Lara Haskins 

Company: Irish Trust Company 

Phone: 345/j 

Fax: 345| 

Number of pages: 1 
Comments; 



From: 

Kione: 

Fax; 


Jana Frederick 



Date; September 29, 1998 


Time; 9:36 AM 


Lara, 

The wiring instructions for Edinburgh Fund, Ltd. are as follows: 


Citibank N.A. 

Account #: 

Account Name: 

Account Number: ; 

For further Credit t o: Edmbur 2 h Fund, Ltd. 

Account Number: 

We need the funds in this account as soon as possible^Tie trades settling in the account on 9/30 
put the fund in a negative cash position of 

As far as the legal advisors for the fund, Shari believes it is Maples & Calder. 

Please give me a call if you have any questions. Thanks. 


Best regards, 

Jaria Frederick 


300 Crescant Court* Suite 1000* Dallas, TX 75201 * 214/880-4100 * Fax 214/880-4104 
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M APLES AND CALDER 

BVI i CAYMAN 1 DUBAI 1 DUBUN I HONG KONG | JERSEY t LONDON 


Our ref AKP/999999/1610752/v2 

Permanent Sub-Committee on Investigations 

Committee on Homeland Security and Governmental Affairs 

United States Senate 

Washington, DC 20510-6250 

U.S.A. 

Attention: Ms Laura Stuber/Mr Mark Nelson 


23 March 2006 


Dear Sirs 

Thank you for your letter of 2 1“ March 2006 to our partner Henry Smith. 

In relation to your query concerning the relationship between Maples and Calder, or its employees, 
and, respectively, Queensgate Bank & Trust, Security Capital, Irish Trust Company and Scottish 
Annuity and Life we can confirm that Maples and Calder acts as Cayman Islands legal counsel and/or 
as statutory registered office provider to Irish Trust Company and Scottish Annuity and Life. In the 
case of Queensgate Bank & Trust we have, from time to time, provided Cayman Islands legal advice 
to them. We do not act for Security Capital. 

With respect to the further entities listed as (a) through (k) in your letter, we confirm Maples and 
Calder did not act in establishing or act as Cayman Islands counsel to (a), (b) or (c). In the case of (d) 
through (k), we confirm Maples and Calder acts or acted as Cayman Islands legal counsel to these 
entitles and/or as statutory registered office provider. 

Whilst we reiterate our willingness to discuss general questions relating to the Cayman Islands and 
Maples and Calder, we must repeat that, subject to the application of any relevant official gateway 
referred to below, we cannot iscuss specific client matters with third parties in the absence of 
specific client consent This is a matter of our legal and professional duties (breach of which by us 
might constimte a civil or criminal offence). We doubt the position is materially different in the 
United States. Accordingly, if we are to answer specific client-related questions with client consent, 
you will need to provide us in advance with the list of specific questions in writing, whereupon we 
can seek the necessary client consent to respond to them. 

In the alternative, as you are doubtless aware, a number of official procedures and gateways exist 
(dating back to 1982) for competent U.S. authorities to seek the disclosure of confidential 
information. To the extent your enquiries may relate to active investigations into the domestic tax 
affairs of certain U.S. entities, we would refer you to such official gateways as the Tax Information 
Exchange Agreement between the Cayman Islands and the United States. 


Maples and Caidw PO Box 309GT, Ugland Cayman Islands 

Tei: +1 345 949 8066 Fax; +1 345 949 8080 
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MAPLES AND CALDER 


The fact that you have already obtained "numerous documents" does not, unfortunately, affect our 
aforementioned obligations with respect to client confidentiality. However, it may well mean that we 
are unlikely to provide you with information which you do not already have, given the limited role 
that we, as Cayman Islands legal counsel, have in cross-border transactions where it is the onshore 
professional advisers who take the lead role in transaction stracturing. Nonetheless, we remain 
available to see you, and one or more relevant partners should always be in the office, regardless of 
your intended travel dates. 

We look forward to hearing from you further once you have considered the above points. 

Yours faithfully 




MAPtES and CALDER 


AKP/999999/1610752/V2 
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4.6 Domfcife tndresi denct of IheTrastee. No United States Person or Irgal EnUty 
formed under the laws of the United States or any State wiftin the United Sutes shall be a 
Trustee of this Trust. 

5. TRUST DBTRIBUTIONS . 

5.1 AHinmilatloiis . The Trustee may accumulate any income earned by the Trust 
Fund for such time as the Trustee at its sole and absolute discretion, deems fit, without incurring 
any liability for such actions. 

5.2 Restrictions o n distributions. 

(a) To United .Stntw Penariis . Until the expiration of the second aimivetsary 
of the death of the Settlor no part of the Trust Fund, including the corpus or income comprising 
the Trust Fund may during any Taxable Year be paid to or accumulated for the benefit of any 
United States Person. If this Trust terminates at any time during a Taxable Year, no part of the 
capital or Inconte of the Trust Fund can be paid to or for the factrcfit of any United States Person 
until the secmid anniversary of the death of the Settlor. 

(b) To CharitaM e fIrwiniMHoiK. No distribution to a Charitable 
Organizatioo may be used for any United States activity of the charity. 

(c) To Fntdnded IHtcsnns . No distribution may be made to any Precluded 

Persons. 

(d) Tn the Settlor . Notwithstanding any olher provision of this Trust 
Agreenrent (but, subject to Section 3.3), no part of the Trust Fund (including any rncorrte or any 
future accumulations of income) may revert back to the Settlor. The Settlor may not be a 
Beneficiary of tiiis Trust. None of the income of the Trust Fund may be applied or distributed 
or held or accumulated for the health, education, support or maintenance of the Settlor. 

5J Dberetlonarv Distribution s bv Trustee. The Trustee shall have sole and 
absolute discretion r^ardiiig the distributioo of the Trust Fund to any one or more of the 
Beneficiaries. The Tnistee in its sole and absolute discretion may aj^xHtion any or all of the 
Trust Fund between the Benefidarics of this Trust as the Trustee deems reasonable. The 
Trustee shall be entitled to act on dK advice of counsel and shall not be held accountable oc 
liable for any subsequent tax liability which may arise as a consequence of any distribution or 
use of the Trust Fund pursuant to the terms of this Trust or for acting on the advice of counsel 
with respect to the tax laws of the jurisdiction in which the tax liability might arise. This 
discr^onary distribution power of the Trustee shall be limited and void with regard to any 
distrft>utiofl that vioUdes any prcmsirxu or intent of this Trust. The Trustee is entitled to» but 
not required tOg act upon any Letter of Wishes or other written statement of deare regarding 
sudi matters as, but not limited to, the investment and managemrat of the Trust Assets and 
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4.6 Domirilp and rwidmrr of the Tnislw . No Unilcd States Person or Legal Entity 
formed under the laws of the United States or any Stale within the United Sntes shall be a 
Trustee of this Trust. 

S. TRUST D1.STR1BUT10NS . 

5.1 Arnimulatiom . The Trustee may accumulate any income earned by the Trust 
Fund for such time as the Trustee at its sole and absolute discretion, deems fit, without incurring 
any liability for such, actions. 

5.2 Restrictions on distributlgns . 

(a) Tn United .States Persons . Utitil the expiration of the second anniversary 
of the death of the Settlor no part of the Trust Fund, including the corpus or income comprising 
the Trust Fund may during any Taxable Year be paid to or accumulated for the benefit of any 
United States Person. If this Trust terminates at any time during a Taxable Year, no part of the 
capital or income of the Trust Fund can be paid to or for the benefit of any United States Person 
until the second anniversary of the death of the Settlor. 

(b) To rharitahlp OiTanintinns . No distribution to a Charitable 
Organization may be used for any United States activity of the chanty. 

(c) Tn Pmrhidfd Persoas . No distribution may be made to any Precluded 

Persons. 

(d) Tn the .Settlor . Notwithstanding any other provision of this Trust 
Agreerhent (but, subject to Section 3.3), no pan of the Trust Fund (including any income or any 
future accumulations of income) may revert back to the Settlor. The Settlor may not be a 
Beneficiary of this Trust None of the income of the Trust Fund may be applied or distributed 
or held or accumulated for the health, education, suppon or maintenance of the Settlor. 

5.3 Discretionarv Distributions by Trustee . The Tnrstee shall have sole and 
absolute discretion regarding the distribution of the Trust Fund to any one of more of the 
Beneficiaries. The Trustee in its sole and absolute discretion may apportion any or all of the 
Trust Fund between the Beneficiaries of this Trust as the Trustee deems reasonable. The 
Trustee shall be entitled to aa on the advice of counsel and shall not be held accountable or 
liable for any subsequent tax liability which may arise as a consequence of any distribution or 
use oPthe Trust Fund punuant to the terms of this Trust or for acting on the advice of counsel 
with respect to the tax laws of the jurisdiction in which the tax liability might arise. This 
discretionary distribution power of the Trustee shall be limited and void with regard to any 
distribution that violates any provisions or intent of this Trust, The Trustee is entitled to, but 
not required to, act upon any Letter of Wishes or other -written statement of desire regarding 
such matters as, but not limited to, the investment and management of the Trust Assets and 
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IsIcofMan 


Government 


Financial Supervision Commission i q 

Bdrrantee Oaseirys Argidoit 


P.O. Box 58 

1-4 Goldie Terrace 

Upper Church Sired 

Douglas 

Isle of Man 


1M99 IDT 


Tel; (016241 62a>i8* 
Fax: (01624) 629342 


INVESTMENT BUSINESS ACTS 1891 TO 1993 
SECTION 10 

NOTICE OF DIRECTION 


To: Mr Keith Leslie King 

The Rock 
Bridge Street 
CASTLETOWN 
Isle of Man 

WHEREAS the Isle of Man Government Financial Supervision Commission ('the 
Commieeion") is authorised by virtue of Section 10 of the Investment Business Acts 
1991 to 1993 rthe Act') to make a direction that an individual shall not without the 
written consent of the Commission, be appointed as a director, chief executive, manager 
or controller of a permitted person as defined in Section 5(11 of the Act ("Permitted 
Parson") if it appears to the Commission that any individual is not a fit and proper person 
to hold such position as aforesaid. 

AND THE COMMISSION HEREBY GIVES NOTICE of its decision to make the following 
direction; 

KEITH LESLIE KING ("Mr King") shall not, without the written consent of the 
Commission, be appointed a director, chief sxacutivai. manager or controller (all as 
defined in Section 10(6) of the Act) of:- 

i. any holder of an investment business licence granted pursuant to Section 3 
of the Act; 

ii. a person exempted under Section 2(3) of the Act from the requirement to 
hold an investment business as aforesaid: or 

iii. a recognised person (as defined in Section 4 of the Act). 

This Direction shall taka effect at midnight on 5 January 1 996. 
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REASONS FOR THE DIRECTION 

By rsason of the matter* hereinafter particularieed it appears to the Commission that:- 

a. Mr King is not a fit and proper person to be employed as a director, chief executive 
or manager or to beoome a eontrolier (all as dtfined In Section 10(6) of the Act) of 
a Permitted Person; 

b. Mr King cartnot be relied upon by any Permitted Pareon to act in accordance with 
the regulatory obligations required of a Permitted Person in carrying out Its 
businesa; and 

c. Mr King's behaviour has been such that it falls short of the standard of conduct 
expected of a director, chief executive, manager or controller (as defined in Section 
1 0(6) of the Act) in carrying out the business of a permitted person. 


PARTICULARS 

Concerns regarding Honesty and Integrity 

1 . The Commission consider* that there is good evidence to indicate that Mr King has 
been involved in a conspiracy to defraud the South African Raservs Bank CSARS*'), 
utilising forged documents, which hae allegedly resulted in a very substantial loss 
to the SARB. 

Furthermore the Commission has become aware that Mr King has in the past, as 
the Managing Director of a stockbroking firm in the island, instructed junior 
members of staff within City & Internabonal Securities Ltd CCISL") (formerly 
Shearwater Securitias Ltd) to carry out certain administrative and Investment 
transactions using falsa identities. These transactions have subsequently been 
revealed to form part of the alleged fraud mentioned above. 

The Commission cannot, therefore; be satisfied as to the honesty and integrity of 
Mr King. 

Rational* 

1.1 The Commission has received a communication from SARB enclosing a 
Report from KPM6 Aiken end Peat CKPMQ-I which states that KPMG have 
been aseisting the SARB. the Office for Serious Economic Offences and the 
South African Police on the investigation into elleged stock transactions 
referred to as the "Emerald Schama". The Commission has noted that the 
Office for Serious Economic Offences bscomes involved only in those cases 
where there appears to be a serious and complicated economic offence. 

This report contains e number of serious etlegations which have led to an 
arrest warrant being Issued in South Africa in respect of Mr King (see 
Appendix 1 .la for 8 certified copy of the warrant and an English translation 
thereof). A copy of Section 43 of the South African Criminal Procedure Act 
No. 51 of 1977 is also anached (Appendix 1.1b) which outlinee the 
circumetances under which an arreat warrant can be issued. It csn be seen 
from tliis that a Magistrata must be satisfied that there is a "reesonabte 
suspicion" that the person in respect of whom the warrant is applied for has 
oomntittad the alleged offence. The offence mentioned in the arrest wa.'rent 
is "fraud and forgery". Furthermore, It can be aaan from this section that 
the purpose of a warrant ia to arrest a parson to bring him before a court. It 
cannot therofora be issued merely to enable the relevant authorities to 
question a parson. 
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KPWG hav« indicatad that tha Raport providad to the Commission provides 
only an indication of the types of transactions investigated and provides 
details of throe specific transactions. KPMG have investigated 717 
transactions and a number of these have been found to be forged or 
fraudulent. KPMG state that Mr King is the common director and / or 
receiver of correspondence from overseas in many of these cases. 
Furthermore, KPMG allege that in many instances, the transactions were 
effected on instructions from Mr King. 


The following three transactions are discutsad in the KPMG Report: 


1.1.1 On 22 March 1989, Kingdom Trust (Ptyi Ltd bought end aold 
4,415,000 Brakpan 12.3% 1996 gilts for settlement on 30 March 
1989 through a Johannesburg Stock Exchange stockbroker, K P 
Claassen. Tha gilts traded were recorded in the stockbroker's ledger 
Bs being 4 cardncetes as follows;- 


Cert. No. 


Registered Holder Quantity of Scrip Dealt 


196 
218 

197 
221 


M Lewis 2,116,800 

Nedbank Nominees 415,000 

S Lewis 292,562 

Z Lewis 

4.416,0 00 


According to en affidavit obtained from Mr G J Van Tonder of the 
Brekpan Municipality, none of the above certificate numbers exist. 
Also, no gilts issued by Brakpan municipality have ever been issued in 
the name of S Lewie, Z Lewis, or Nedbank Nominees in tha last 8 

years. 

This transaction is aiiagad to hava heart conducted using forged 
certificates. Whilst the south African euthorities have not yet proved 
who committed the forgeries, it is alleged that Mr King was fat hast) a 
participant in a scheme using falsa documents. 


The profits from this trensaetion were paid to the Kingdom Trust (Pty) 
Ltd bank account at First National Bank, Harrington Street, Cape 
Town. Kingdom Trust (Pty) Ltd is a company registered in South 
Africa, with Mr King, Mrs R L King and J A Tarlton as directors. Mr 
King's address Is given as 1 The Perade; Castletown, Isle of Man, The 
Commission has good reason to believe that Kingdom Trust (Pty) is a 
company owned and controlled by Mr King. 

1.1.2 On 20 September, 1890, Express International bought 970,000 
Oelmas 13.45% 1997 gilt from Gibb Beck & Associates ("QBA") for 
settlement on the same day through a broker, CM Interbank. The gilt 
traded was recorded in the broker’s ledger as being one certificate es 
follows;- 

Cert. No. Registered Holder Quantity of Scrip Dealt 

66 Sendmark Investments 970,000 

A copy of a certificate with tha above details was found by the South 
African police on the premises where GBA had their offices. 

According to affidavits obtained from Mr J P Van der Westhulzen and 
Mr J Luwaa of the Oelmas Town Council, Sendmark Invaetmenis has 
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nsver been rtcordod as the fagistered holdar with Deirtias Town 
Council. Also, Daltnas Council commented as follows with regard to 
the cartificBte on the premises of QBA:* 

the certificate was never issued by Delmas Town Council in 
this form, 

• the signatories on the certificate are unknown 

• the stamp on the certificate is unknown, and 

the wording at the bottom of the certificete is not the same 
B8 that found on a normal Delmat Town Council cartificata. 


This transaction « ailsgad to have been conducted ^ using forged 
eertificetes. Agein, whHst the South Afrken euthorities hove not 
proved who committed the forgeries, it is elleged that Mr King was (at 
ieest) a pertkipant in a scheme in which forged documents ware 
utilised. 

Although no profit was made on this transaction, tha funda ware 
moved from a financial Rand account (Expresa Internationa!) to a 
Commarciai Rand account (OBA). 


The funde from this GBA Commerctei Rand account were put through 
various intermediary accounts and finally went to foreign exchange 
payments for to-c^ied imported "EmereW* stones from Botswana. 
However, there were no Emeralds, and payments were sent to a 
Swies bank account In the name of "D & W Traders" at Republic 
National Bank, Geneva, the beneficial owner of which is at present 
unknown. 

Some of tha people involved In this last leg of the "Emerald Scheme" 
have been charged In the South African courts and they have each 
received bstwaan 5 and 7 year jail eentancas. 


Express International is believed to bs a company incorporated in the 
British Virgin Islands. The addresses used for correspondence were 
either to the South Africa address of GBA and/or to a London address. 
The directors of GBA were Guy L Beck and D J C Gibb. For this 
transaction and others, Guy Bieck faxed the exact detwls ®^h* 
transaction to the Shearwater Securities facsimile number (0624 
822157} three days before the deal was done (on 17 September 
1990). 


Mr King was a director and shareholder of Shearwater Securities 
Limited. Guy Back, director of QBA, corresponded regularly by way of 
facsimile to "Keith" before many of the alleged forged transactions 
were completed. Mr Back communicated with Mr King in respect of 
trartsactlons in tha name of Express International and Bulman 
Investments (another company which KPMQ indicate «“» 
important role player in the Emerald Schema). Although Mr King does 
not appear to be involved wKh Express International and Bulman 
Invsstments formally, it is ciesr that Mr Beck received instructions 
from Mr King in respect of these transactions. The Commission has 
reason to believe that Mr King affectively controlled both Express 
intemationai and Bulman Investments. 
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1.1.3 On 4 July 1990 Shtarwawr S«curitie* (now known as City & 
intarnational Securitiss Limited ("CISL")1 bought 200,000 Eskom 1 1 % 
2007.'8 gilts from a third party for sattlamant on 12 July 1990 
through a Johannesburg Stock Exchange stockbroker, Boner & 
Freemantle. The gilt traded was recorded in the broker's ledger as 
being one certificate as follows;- 

Cert. No. Registered Holder Quantity of Scrip Dealt 

P23092 Eskom 200,000 

Parts 

As the Shearwater Securities account was a non-resident account, the 
account at the stockbroker was a Financial Rand account. According 
to ^uth African Reserve Bank rulings, any gilt certificate bought 
through a Financial Rand account must be endorsed with a 
non-resident stamp to ensure that whan the stock is sold the proceeds 
are rsturnad to a financial rand account. 

This certificate was obtained from Eskom archives. There was no 
endorsement on the certificate KPMG believes that the only 
reasonable explanation for the absancs of an endorsement on this and 
many other transactions was that another document was used as a 
substitute. 

This trsnssction is suspsctsd to /lave been condoctsd using a forged 
certificate. Once again, whilst there is no direct evidence et present 
that Mr King forged any certificates, the feet that Mr King had a direct 
interest In this transaction may justify the finding that Mr King was 
party to a fraudulent transaction, from which only he would have 
benefited. 

Mr King is a director and shareholder of Shearwater Securities Limited 
(now CISL). 


These are examples of 717 transactions relating to South African exchange 
control violations investigated by KPMG on behalf of the SAR8, the Office 
for Serious Economic Oneness and the South African Police. 


Concerns regarding Compatence 

2. The Commission is aware that Shearwater Nominees Limited lof which Mr King is a 
director) was struck off the Companies Registry on 28 March 1994, having failed 
to file its annual return. Statutory Notices to this affect were issued by the General 
Registry to the company at its registered office at 1 The Parade, Castletown. 
Despite the strike-off of mis company, it continued to hold assets on behalf of thjrd 
parties, including clients of CISL, and indeed, to transfer these assets to third 
parties even though such transfers would clearly ba invalid because the company 
no longer existed. Such action is. of course, misleading and would be a breach of 
Section 328 of the Companies Act 1931 (sxuact attached - Appendix 2a). The 
Commission considers that, as a director and (via hie shareholding in Shearwater 
Securities Limited) shareholder of Shearwater Nominees Limited, Mr King had a 
duty to ensure that the company complied with the island's legislation. In not 
doing so, the Commission believes that Mr King has displayed a lack of control 
over his business affairs and his competence must therefora be in question. 

3. Furthermorat the Commission has been unable to verify certain staternents made 
by Mr King and, as a result, the Commission is of the view that Mr King has not 
shown a level of competence expected of those engaged in licensable activity in 
that the Commission expects permitted persons to organise and control their affairs 
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in a rasponsible manner and ensure that they have wall defined procedures to 
facilitate compliance with the regulatory requirements. In particular, the 
Commission expects information which is sent to clients and others to be accurate 
and to be supported by sound record keeping. The Commission is not satisfied in 
either of these areas. 

Supporting Evidence 

3. 1 Private Banking Clients of Mr King 

Officers of the 5FA became aware, during a routine compliance visit in April 
1994, that Mr King was controlling a number of ba nk accoun ts on behalf of 
certain clients (eg. The bank 

statements for these accounts are designated 'c/o K King, City & 
International Securities Limited . . and, in many instances, Mr King has 
signing powers over tha bank accounts. 


The Commission i$ concerned that:- 

a. there is evidence of transfers being made into and out of these 
accounts without any record being maintained of instructions being 
received from clients. For example, on 17 February 1994 Mr King 
requested a cheque for £14,000 to be issued from the account of 
Sensham Limited in favour of CiSL (see Appendix 3.1a). There does 
not appear to be any record of an instruction from the client to 
sanction this transfer and Mr King has indicated (See Appendix 3.1fal 
that this was a talephone instruction. At the very least we would 
hava expected to see on the file a nota of a telephone conversation, 
This was not In existence at the time of SFA's visit. 

b. there appears to be no-one at CiSL, other than Mr King who has 
knowledge of these "private" bank accounts and the transactions 
thereon. Bath Mr A Edwards, the then compliance officer of CISL and 
Mr P Beil, the Finance director of CISL have advised officers of SFA 
that they have no knowledge of these bank accounts. Indeed, on 26 
September, 1994, Mr Bell referred officers of SFA to Mr King for 
details of accounts over which signing mandates are held as he was 
unaware of these accounts (see Appendix 3.1c). Mr Bell has since 
clarified to the Commission that, whilst he was aware of the existence 
of the accounts in genera! terms, he was not aware of what they were 
for and would only arrange tor monies to be paid away from/to these 
accounts either on sight of a contract note for a specific investment 
deal or on the specific instructions of Mr King. 

The Commission is of the view that the overall operation of thesa accounts, 
and the lack of supporting records, is in breach of SFA client asset rule 
4-1 7!21. a copy of which is attached in Appendix 3. Id. 

3.2 Trans Global Investmant Fund ("TGIF”) 

The Commission understands that Mr King, as a director of City & 
international Securities Ltd, has personally taken responsibility for the 
operation of this collective investment scheme, including its management 
and the preparation of its records, which were kept on a separate personal 
computer apereted by Mr King. The Commission Is of the view that the 
overall operation of this fund and the lack of accurate supporting records 
displays a lack of competence on the part of Mr King. 
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3.2.1 Error* In TQIF Accounting Racards 

Th* Commission notes that thara appear to be various accounting 
arrors in the statamant of accounts for TGIF (sae Appendix 3.2.1a). 
For instance, on Mr King's Financial Rand account the entry for the 8 
July 1993 shows $93,145 bought for 650,000 ZAL. In fact, it 
appears that the GBC/ZAL exchange rate has bean used in error and 
the US$ amount should read approximately $141,300 (Appendix 
3.2.1b). Mr King ha* eonfirmad that this is an error. 

The Commission notes that the valuation for TGIF at 2S April, 1994 
(Appandix 3.2.1c) shows Soudt African Securities under th* heading 
Financial Rand, but appears to provide a valuation of securities in 
Commercial Rand (ZAR). Mr King has confirmed that this is an error. 

Additionally, on ClSL's accounts within TGIF's books and records 
there is an entry dated 9 August 1994 on the Swiss Franc and GBC 
accounts where the double entry is inaccurate. The entries {Appendix 
3.2. Id) recorded are "bought CHF 9,873 for GBP 4,792.88* - this 
gives rise to a debit entry in the etarling account of 4,792.88. 
Howevar. the corresponding errtry on the CHF account shows “sold 
GBP 4,972.88 for CHF 9,873* • leading to a debit entry of CHF 
9.873. It is clear that the double entry fails as thara sre two debit 
iteme and consaquandy either the sterling or Swiss franc accounts era 
inaccurate. Mr King's rapresentativas have now confirmed that two 
tranaposition errors occurred. 

3.2.2 Valuation of African Exparienos Umited 

The Commission has noted a TGIF valuation dated 29 April 1994 
(copy attached • Appendix 3.2.2*] which shows as an asset 2 tharea 
of African Exparianca Limited. (Indeed, ahares of the same value were 
included in valuations prior to this date) When asked to provide 
evidence of this, Mr King, in his latter to the SFA dated 1 7 May 1 994, 
provided share certificetes (Appendix 3.2.2bl in the name of Hirbour 
Nominaaa Umited (3 shares issued on 1(3 June 1993) and City 
Registrars Umited (1 share issued on 10 June 1993). In Mr King's 
letter of 1 7 May 1 994 to th* SFA, h* states that “there are 4 shares 
in issue from African Experience, 2 being boneficielly owned by myself 
and two by TGIF*. 

Mrs Harrison, from the Commission's staff, when perusing the files 
and statutory documents of African Experience Limited on 8 June 
1994 was unable to find any evidence that any of the shares were 
being held on behalf of TGIF. There did not appear to ba any 
declarations of trust in plac* at that time, although previous 
declarations of trust appeartd on the file which showed that shares 
had previously been held on behalf of Mr King. Furthermore, the 
Commission found no evidence of any instruction being given by Mr 
King to transfer the ownership of the ahares to TGIF. Whilst the 
Commission accepts that, since that time, stock transfer forms have 
been backdated and appropriate declarations of trust have bean put in 
place, it rronetheless b^ves that the valuation of 29 April 1 994 was 
misleading in that the Commission has seen no evidence that TGIF 
owned the shares of African Experience at the time that they appeared 
on TGIF's valuation. 

Whilst Mr King has indicated that he felt that the preparation of 
Declarations of Trust was the responsibility of the corporste 
sdministretor concerned, nevsrthetess, the Commission is of the view 
that it was Mr King's responaibility to ensure that such Oaclarstions of 
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Trust avidsncing the transfer of ownership (sn extremely important 
matter! were properly prepared and executed. This, again, leads the 
Commission to question Mr King's competence. 

3.2.3 Incorrect Valuation of Beckenham shares on break up of TQIF. 

TGIF was wound up with affect on 30 August 1994 and unit holders 
at that dma received cash and shares in proportion to their holdings. 

Hi® l*’®'^** w»r<*f»rrad were Beckenham ordinary shares that 
TQIF held. For the purposes of those transfers the shares were valued 
•* ' rp eiwh. It would appear that this price greatly ovarvelusd the 
shares being transferred as markst makers were quoting a price of 12p 
to 1Bp (bid-offert on 30 August 1994 (Appendix 3.2.3). Mr King has 
recently stated that he believes and assumes that, on the date of the 
valuition, markot makara would hava batn callad and that It may be 
that they quoted for a buyer rather then a seller. Mr King has 
F>rovided no contemporaneous evldsnco supporting this assumption. 

3.3 Failure to Submit Audited Accounts and Monthly Flnenclal Rsportlng 
Statements In rsapect of CISC, In eccordence with Regulations. 

As a permitted parson, CISL Is required to aubmit regular financial 
information to the SFA aa sat out in SFA rule 3-21 (Appondlx 3.38). The 
statutory audited accountt of CISL for the year ended 31 March 1994 
should have bean submitted by 30 June 1994, but were not received until 
22 May 1995. Additionally, on numerous occasions throughout 1994^5 
(Appendix 3.3bl, the Firm has failed to submit the necessary monthly 
financial information required by the dsscBines laid down in the SFA's 
Rulabook. The Commission expects the controller of a permitted person to 
ensure that finaneisi information is submitted timeously to SFA. 

MATTERS TO SE TAKEN INTO ACCOUNT 

The concerns of the Commission end the grounds upon which they are based have been 
comrnunicsted to Mr King who has been given the opportunity to comment upon them. 
Mr King, through his advocate, has mads a number of submissions and in particular an 
interim response dated 21 July 1996 end a further reply dated 31 August. 1995. The 
Commission has fully considered not only the evidence against Mr King but also his 
interim and suppiamental responses in arriving at its decision. Subsequent to the receipt 
of the responses, further avidsnes corroborative of the initial evidence has been obtained. 

RIGHTS OF REFERENCE TO THE TREASURY 

Mr King is hereby informed that if ha is aggrieved by the issue of the direction contained 
herein made pursuartt to Section 10 of tha Act, ha has the right to apply to the Treasury 
by virtue of Section 16(1) of the Act and tha investment Business (Review of Decisions) 
Order 1991 ("the Order") for a review of tha Commission's decision to make the said 
direction. 

An application under the Order shall be made by delivery to the Treasury of a written 
application including the items specified in the Schedule to the Order within 1 4 days (or 
such longer period as the Treasury may permit) of the date on which the Commission 
gava the notice herein contained. 

Dated this 5th day of December 1 995 



Sigt^ed by Mr J E Noakes 

for an on behalf of tha Commission 
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fiTOCK PURCHASE AGREBMSNT 

This STOCK PURCHASE AGREEMENT {this "Agreement") is made and 
entered as of March 29, 1996 between Michaels Stores, Inc., a 
Delaware corporation ("Seller") and Locke Limited, an Isle Of Man 
corporation ("Purchaser"). 


R g C. XT . AIi 

Seller desires to issue and sell to Purchaser, and Purchaser 
desires to purchase from Seller, 900,000 newly issued and 
outstanding shares (the "Shares") of Common Stock, par value $.10 
per share, of Seller (the "Common Stock") on the terms and 
subject to the conditions set forth in this Agreement. 

Seller and Purchaser hereby agree as follows: 

I. PURCHASE AND SALE 

1.1 Purchase and Sale . On the terms and subject to the 
conditions set forth in this Agreement, at the Closing (as 
defined in Section 1.3) Seller will issue and sell to Purchaser, 
and Purchaser will purchase from Seller, the Shares. 

1.2 Purchase Price . As consideration for the issuance of 
the Shares, Purchaser will pay to Seller at the Closing the 
aggregate amount equal to the product of (a) the number of Shares 
to be issued pursuant to this Agreement multiplied by (b) $12.50 
per Share (the "Purchase Price") 

1 . 3 The ClosinQ . 

(a) Subject to Section 1.4, the closing of the 
purchase and sale of the Shares hereunder (the "Closing") will 
take place on April 5, 1996 or such other date as Seller and 
Purchaser may agree (the "Closing Date"). 

(b) At the Closing, (i) Purchaser will pay to Seller 
the Purchase Price by wire transfer of immediately available 
funds to an account or accounts designated by Seller and (ii) 
Seller will deliver to Purchaser a single certificate 
representing the Shares registered in the name of "Locke 
Limited" . 

(c) At the Closing Seller will deliver to Purchaser, 
and Purchaser will deliver to Seller, a certificate confirming 
that their respective representations and warranties set forth in 
this Agreement are true and complete in all material respects on 
the Closing Date as if made on that date. 
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1.4 Condition to .Closing . 

(a) Notwithstanding anything to the contrary in this 
Agreement, the obligation of Seller to consuinmate the sale and 
purchase of the Shares contemplated hereby is subject to 
satisfaction of each of the following conditions; 

(i) The Board of Directors of Seller shall have 
approved the sale of the Shares on or before the Closing 
Date. 

(ii) The representations and warranties of Purchaser in 
this Agreement shall be true and complete in all material 
respects on and as of the Closing Date. 

(b) Notwithstanding anything to the contrary in this 
Agreement, the obligations of Purchaser to consuinmate the sale 
and purchase of the Shares contemplated hereby are subject to the 
condition that the representations and warranties made by Seller 
in this Agreement shall be true and complete in all material 
respects on and as of the Closing Date. 

II. REPRESENTATIONS AND WARRANTIES OF SELLER 

2.1 Organization: Power and Authority . Seller is a 
corporation duly organized, validly existing and in good standing 
under the laws of the State of Delaware. Seller has recpiisite 
corporate power and authority to execute and deliver this 
Agreement and to consummate the transactions contemplated hereby. 
The execution and delivery by Seller of this Agreement and the 
performance by it of the transactions conten^jlated hereby to be 
performed by it have been duly authorized by all necessary 
corporate action on the part. of Seller. This Agreement has been 
duly executed and delivered by Seller and constitutes a valid and 
binding obligation of Seller. 

2.2 Capitalization. The authorized capital stock of Seller 
consists of (i) 50,000,000 shares of Common Stock, of which as of 
March 15, 1996, 21,617,025 shares were issued and outstanding, 
fully paid and nonassessable and no shares were held in the 
treasury, ctnd (11) 2,000,000 shares of preferred stock, $.10 par 
value per share, of which as of March 15, 1996, no shares were 
outstanding. Upon the issuance of the Shares to Purchaser and 
the payment to Seller of the Purchase Price, the Shares will be 
validly issued and outstanding, fully paid and nonassessable, and 
Purchaser will acquire good and valid title to the Shares, free 
and clear of any charges, liens or other encumbrances 
("Encumbrances") of any kind. None of the Shares have been 
issued in violation of any preeoqptive rights, rights of first 
refusal or other acquisition rights. 
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2.3 Consent and Approvals t No Violation . Neither the 
execution and delivery of this Agreement by Seller nor the 
consummation by Seller of the transactions contemplated hereby 
will (a) conflict with or result in any breach or violation of, 
or constitute a default under, any note, pledge, trust, 
commitment, agreement or other instrument or obligation to which 
Seller is a party or by which Seller or ainy of its properties may 
be bound, (b) require any consent, approval, authorization or 
permit of, or filing with or notification to, any court, 
governmental authority or other regulatory or administrative 
agency or commission, domestic or foreign ("Governmental 
Entity"), or (c) violate any statute or any order, decree, 
injimction, rule or regulation of any Governmental Entity 
applicable to Seller. 

2 . 4 SEC Reports; Financial Statements . 

(a) Seller has delivered to Purchaser (i) its Annual 
Report on Form.lO-K for the fiscal year ended January 29, 1995 
and (ii) its Quarterly Reports on Form 10 -Q for each of the 
fiscal quarters ended April 30, 1995, July 30, 1995 and 
October 29, 1995, respectively, each in the form (including 
exhibits) filed with the Securities and Exchange Commission 
("SEC”) (collectively, the "SEC Reports"). Each SEC Report has 
been prepared and filed in accordance with all applicable rules 
and regulations of the SEC and at the time of its filing was in 
con^liance with such rules and regulations in all i!\acerial 
respects. As of their respective dates, the SEC Reports did not 
contain any untrue statement of a material fact or omit to state 
a material, fact required to be stated therein or necessary to 
make the statements therein, in light of the circumstances under 
which they were made, not misleading. 

(b) Each of the audited consolidated financial 
statements and unaudited consolidated interim financial 
statements of Seller (and the related notes and schedules) 
included in the SEC Reports present fairly, in all material 
respects, the consolidated financial position of Seller and its 
consolidated subsidiaries as of the respective dates thereof and 
the results of operations and cash flows for the respective 
periods set forth therein, in accordance with generally accepted 
accounting principles consistently applied during the period 
involved, except as otherwise noted therein and subject, in the 
case of the unaudited interim consolidated financial statements, 
to the omission of certain notes not ordinarily accompanying such 
unaudited interim consolidated financial statements and to normal 
year-end adjustments and any other adjustments described therein. 

(c) Except as set forth in the SEC Reports, any other 
reports filed with the SEC pursuant to the Securities Exchange 
Act of 1934, as amended (the "Exchange Act"), that relate to 
Seller, and any public announcements made by Seller, since 
October 29, 1995 there has been no material adverse change in the 
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assets, earnings, financial position, business or prospects of 
Seller and its subsidiaries, considered as a whole. 

2.5 No Broker; Finder; Etc. None of Seller or its 
directors, officers or en^loyees has employed any investment 
banker, consultant, broker or finder or incurred any liability 
for any brokerage fees, commissions or finders fees in connection 
with the transactions contemplated under this Agreement. 


III. REPRESENTATIONS AND WARRANTIES OF PURCHASSR 

3.1 Power and Authority . Purchaser has the requisite 
corporate power and authority to execute and deliver this 
Agreement and to consummate the transactions contemplated hereby. 
This Agreement has been duly executed and delivered by Purchaser 
and constitutes a valid and binding obligation of Purchaser. 

3.2 Purchase for Investment . Purchaser acknowledges that 
the Shares have not been registered under the Securities Act of 
1933, as amended {"Securities Act"), or under any state or 
foreign securities laws. Purchaser is not an underwriter as such 
term is defined under the Securities Act, and is purchasing the 
Shares solely for investment with no present intention to 
distribute any of the Shares to any person or entity ("Person"). 
Purchaser will not sell or otherwise dispose of any of the 
Shares, except in accordance with the registration requirements 
or exemption provisions under the Securities Act and the rules 
and regulations promulgated thereunder, and any other applicable 
securities laws. Purchaser further understands that the 
certificate representing the Shares will bear the following 
legend and agrees that it will hold the Shares subject thereto: 

THE SHARES REPRESENTED BY THIS CERTIFICATE 
HAVE NOT BEEN REGISTERED PURSUANT TO THE 
SECURITIES ACT OF 1933 OR ANY STATE 
SECURITIES LAW. NEITHER THIS SECURITY NOR 
ANY PORTION HEREOF OR INTEREST HEREIN MAY BE 
SOLD, ASSIGNED, TRANSFERRED, PLEDGED OR 
OTHERWISE DISPOSED OF UNLESS THE SAME IS 
REGISTERED UNDER SAID ACT AND ANY APPLICABLE 
STATE SECURITIES LAW, OR UNLESS AN EXEMPTION 
PROM SUCH REGISTRATION IS AVAILABLE AND 
MICHAELS STORES, INC. SHALL HAVE RECEIVED, AT 
THE EXPENSE OF THE HOLDER HEREOF, EVIDENCE OP 
SUCH EXEMPTION REASONABLY SATISFACTORY TO 
MICHAELS STORES, INC. (WHICH MAY INCLUDE, 

AMONG OTHER THINGS, AN OPINION OF COUNSEL 
SATISFACTORY TO MICHAELS STORES, INC.). 
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3.3 Suitabilitiy and Sophistication . Purchaser represents 
and warrants that it (a) is an "accredited investor" as defined 
in Rule 501(a) promulgated under the Securities Act, (b) has such 
knowledge and experience in financial and business matters that 
it is capable of independently evaluating the risks and merits of 
purchasing the Shares, (c) has been provided with the opportunity 
to make a reasonable investigation of Seller, including the 
opportunity to make any inquiries and to recpiest additional 
information necessary to its investment decision, and Seller has 
satisfactorily responded to any inquiries and furnished to 
Purchaser all requested information, (d) has independently 
evaluated the risks and merits of purchasing the Shares and has 
independently determined that the Shares are a suitedsle 
investment for it, and (e) has sufficient financial resources to 
bear the loss of its entire investment in the Shares. 

3.4 Consent and Approvals; No Violation . Neither the 
execution and delivery of this Agreement by Purchaser nor the 
consummation by Purchaser of the transactions contemplated hereby 
will (a) conflict with or result in any breach or violation of, 
or constitute a default under, any note, pledge, trust, 
commitment, agreement or other instrument or obligation to which 
Purchaser is a party or by wh.ich Purchaser or any of its 
properties may be bound, (b) require any consent, approval, 
authorization or permit of, or filing with or notification to, 
any Governmental Entity, or (c) violate any statute or any order, 
decree, injunction, rule or regulation of any Governmental Entity 
applicable to Purchaser. 

3.5 No Agreements . Purchaser acknowledges that there are 
no agreements, arrangements, commitments or understandings 
relating to any of the Shares except pursuant to this Agreement. 

3.6 No Broker; Finder; Etc. None of Purchaser or its 
directors, officers, agents or employees has employed any 
investment banker, consultant, broker or finder or incurred any 
liability for any brokerage fees, ccmroissions or finders fees in 
connection with the transactions contemplated under this 
Agreement . 


IV. REGISTRATION RIGHTS 

4.1 Registration . Upon receipt of a written request (the 
"Registration Notice") by Purchaser at any time after one year 
from the date of this Agreement, Seller shall cause to be filed 
as soon as practicable a registration statement (a "Shelf 
Registration Statement") under the Securities Act on Form S-3 or 
any other appropriate form under the Securities Act for an 
offering to be made on a delayed or continuous basis pursuant to 
Rule 415 thereunder or any similar rule that may be adopted by 
the SEC and permitting sales in ordinary course brokerage or 
dealer transactions not involving an underwritten public offering 
(and shall register or qualify the shares to be sold in such 
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offering under such other securities or "blue sky" laws as 
required pursuant to this Section 4.1) covering no less than the 
aggregate number of Shares then held by Purchaser (those Shares 
together with any shares of Coiranon Stock or other securities that 
may subsequently be issued with respect to the Shares as result 
of a stock split or dividend, reclassification, or combination of 
shares or any sale, transfer, assignment or other transaction by 
Seller or Purchaser involving the Shares and any securities into 
which the Shares may thereafter be chcmged as a result of merger, 
consolidation, or recapitalization or otherwise are referred to 
as the "Registrable Shares") so that the Registrable Shares will 
be included in an effective registration statement under the 
Securities Act. Seller shall use its reasonable efforts to cause 
the Shelf Registration Statement to be declared effective by the 
SEC on or before 90 days following Seller’s receipt of the 
Registration Notice. Seller shall use its reasonable efforts to 
keep the Shelf Registration Statement continuously effective (and 
to register or qualify the shares to be sold in such offering 
under such other securities or "blue sky" laws as required 
pursuant to this Section 4.1) for so long as Purchaser holds any 
Registrable Shares or until Seller has caused to be delivered to 
Purchaser an opinion of counsel, which counsel shall be 
reasonably acceptable to Purchaser, stating that the Registrable 
Shares may be sold by Purchaser pursuant to Rule 144 without 
regard to any volume limitations and that Seller has satisfied 
the informational requirements of Rule 144. Seller shall file 
any necessary listing applications or amendments to existing 
applications to cause the Registrable Shares' to be listed on the 
primary exchange or quotation system on which its shares of 
Common Stock are then listed, if any. Seller will use reasonable 
efforts to register or qualify the Registrable Shares under such 
other securities or "blue sky" laws of such jurisdictions as 
Purchaser may reasonably request and do any and all other acts 
and things that may be reasonably necessary or advisable to 
register or qualify for sale in such jurisdictions the 
Registrable Shares owned by Purchaser; provided that Seller shall 
not be required to (i) qualify generally to do business in any 
jurisdiction where it is not then so qualified, (ii) s\ibject 
itself to taxation in any such jurisdiction, (iii) consent to 
general service of process in any such jurisdiction, or 
(iv) provide any undertaking required by such other securities or 
"blue sky* laws or make any change in its charter or bylaws that 
the Board of Directors of Seller determines in good faith to be 
contrary to the best interest of Seller and its stockholders. 
Notwithstanding the foregoing, if Seller shall furnish to 
Purchaser a certificate signed by the chief executive officer of 
Seller stating that in the good faith judgment of the Board of 
Directors of Seller it would be significantly disadvantageous to 
Seller and its stoc)cholders for the Shelf Registration Statement 
to be amended or supplemented. Seller may defer such amending or 
supplementing of such Shelf Registration Statement for not more 
than 45 days and in such event Purchaser shall be required to 
discontinue disposition of any Registrable Shares covered by such 
Shelf Registration Statement during such period. 


DLMAIN02 Doc 2I4716_2 



CONFIDENTIAL 

SECI00051131 

PSI00062998 



2910 


4.2 Distribution of Reaiaterable Securities . If Purchaser 
intends to distribute the Registerable Securities covered by the 
Shelf Registration Statement by means of an underwriting. 

Purchaser shall so advise Seller. In that event, the 
underwriting shall be managed by an underwriter or underwriters 
selected by Purchaser that are reasonably acceptable to Seller 
(which approval shall not unreasonably be withheld) . Purchaser 
shall have the right to negotiate with the underwriters and to 
determine all terms of the underwriting, including the gross 
price and net price at which the Registrable Securities are to be 
sold. Seller shall enter into an underwriting agreement in 
customary form with the underwriter or underwriters selected as 
above provided and any representations and warranties of Seller 
thereunder to and for the benefit of the underwriters shall also 
be made to and for the benefit of Purchaser. Seller will furnish 
to Purchaser and the underwriters (i) an opinion of counsel for 
Seller, addressed to Purchaser and the underwriters, dated the 
date of the closing under the underwriting agreement, and (ii) a 
"comfort letter" signed by the independent public accountants who 
have certified Seller's financial statements included in the 
Shelf Registration Statement, addressed to Purchaser and the 
underwriters; provided however , that (i) the opinion and "comfort 
letter" shall cover substantially the same matters with respect 
to the Shelf Registration Statement (and the prospectus included 
therein) as are customarily covered in opinions of issuer's 
counsel and in accountants' letters delivered to underwriters in 
underwritten public secondary offerings and such other matters as 
Purchaser may reasonably request, and (ii) the "comfort letter" 
shall also cover events subsequent to the date of such financial 
statements. 

4.3 Furnish Information . In connection with the Shelf 
Registration Statement, Purchaser will (a) cooperate with Seller 
to effect such registration and to maintain the effectiveness 
thereof, (b) pron^Jtly and accurately furnish any information 
reasonably requested by Seller concerning Purchaser and the 
proposed distribution by Purchaser, and (c) promptly comply with 
all applicable requirements of the Securities Act, the Exchange 
Act and any other applicable federal or state laws, including, 
but not limited to, furnishing Seller such information regarding 
Purchaser, the Shares held by it and the intended method of 
disposition of such securities as reasonably required in 
connection with the action to be ta)cen by Seller pursuant to this 
Agreement . 


4.4 Expenses of Registration . Seller will bear all 
expenses incurred in effecting any registration pursuant to this 
Agreement, including without limitation, all registration, 
qualification and filing fees, printing expenses, escrow fees, 
fees and disbursements of counsel for Seller, blue sRy fees and 
expenses, expenses of any regular or special audit incident to or 
required by any such registration, but will not include any 
6:^en9es payable by Purchaser under this Section 4.4. Purchaser 
will pay in connection with any registration of its Shares any 
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underwriting discounts, selling commissions, fees or 
disbursements of Purchaser's counsel or of any advisor to 
Purchaser not retained by Seller, or fees and expenses incident 
to preparation of information by Purchaser, and expenses incurred 
in connection with the qualification of the Registrable Shares in 
a jurisdiction that requires those expenses to be paid by a 
selling shareholder. 

4 . 5 Registration Procedure . 

(a) Seller will keep Purchaser advised in writing of 
the initiation and the completion of each registration, 
qualification and compliance effected by Seller under this 
Agreement . 

(b) At its expense. Seller will: 

(i) prepare and file with the SEC such amendments and 
supplements to the Shelf Registration Statement and the 
prospectus used in connection therewith as may be necessary 
to keep the Shelf Registration Statement effective for the 
period described in Section 4.1(a) and to comply with the 
provisions of the Securities Act with respect to the sale or 
other disposition of the Registrable Securities whenever the 
Purchaser shall desire to sell or otherwise dispose of the 
Registrable Securities within that period; 

(ii) furnish to Purchaser and any underwriters such 
numbers of copies of the Shelf Registration Statement, 
amendments and supplements thereto, the prospectus included 
in the Shelf Registration Statement including any 
preliminary prospectus, and any amendments or supplements 
thereto, and such other dociiments, as Purchaser and any 
underwriters may reasonably request in order to facilitate 
the sale or other disposition of the Registrable Securities; 

(iii) use its reasonable efforts to comply with all 
applicable rules and regulations of the SEC, and make 
available to its security holders, as soon as reasonably 
practiccble, an earnings statement covering the period of at 
least twelve months, beginning with the first fiscal quarter 
beginning after the effective date of the registration 
statement, which earnings stateir^nt shall satisfy the 
provisions of Section 11(a) of the Securities Act; and 

(iv) notify Purchaser at any time when a prospectus 
relating to the Registrable Securities is recjuired to be 
delivered under the Securities Act, of the happening of any 
event of which Seller has )cnowledge as a result of which the 
prospectus included in the Shelf Registration Statement, as 
then in effect, contains an untrue statement of a material 
fact or omits to state a material fact required to be stated 
therein or necessary to make the statements therein not 
misleading in the light of the circumstances then existing. 
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4.6 Postponement of Regiatratiop . If after any 
registration statement including RegistreQ:>Ie Shares has become 
effective there exists in the opinion of Seller's management 
material non-public information about Seller which has not been 
released and which, in the reasonable opinion of Seller's 
management, would not be advisable to release, then upon receipt 
of notice from Seller, Purchaser will not offer or sell or permit 
to be offered or sold any of the Registrable Shares for such time 
as Seller believes such condition is continuing. If the offering 
is not completed because of Seller's exercise of its rights 
hereunder, Seller will reimburse Purchaser for all of its 
expenses incurred in connection with the terminated offering, 

4.7 Indemnification bv Seller . 

(a) Seller will indemnify Purchaser, its directors, 
officers, employees, and agents, and any person controlling the 
Purchaser (within the meaning of the Securities Act) and each 
underwriter, if any, of the Registrable Shares and each person 
controlling that underwriter (within the meaning of the 
Securities Act), against all claims, losses, expenses^ damages, 
liabilities and actions ("Claims) in respect of Claims (including 
any Claim incurred in settlement of any litigation, commenced or 
threatened) arising out of or based on (i) any untrue statement 
or alleged untrue statement of a material fact in any prospectus 
or any related registration statement, or any amendment or 
supplement thereto, or any notification or the like incident to 
any such registration, or any cunendment or supplement thereto, or 
any qualification or compliance, or (ii) any omission or alleged 
omission to state in any such prospectus or related registration 
stat^ent; incident to such registration, qualification or 
compliance, a material fact required to be stated in it or 
necessary to make that statement in it not misleading in light of 
the circumstance in which the statement was made, or (iii) any 
violation by Seller of any rule or regulation promulgated under 
the Securities Act applicable to Seller and relating to action or 
inaction required of Seller in connection with any such 
registration, qualification or compliance; provided, however, 
that the indemnity agreement contained in this Section 4.7(a) 
will not apply (A) to amounts paid in settlement of any Claim if 
such settlement is effected without the consent of Seller (which 
consent will not be unreasonably withheld) and (B) with respect 
to any untrue statement or omission or alleged untrue statement 
or omission made in any preliminary prospectus or the prospectus 
or the prospectus as amended or supplemented, but eliminated or 
remedied in the prospectus or the prospectus as amended or 
supplemented, and will not inure to the benefit of Purchaser, its 
directors, officers, employees, agents, or any underwriter (or to 
the benefit of any person who controls Purchaser or such 
underwriter within the meaning of the Securities Act) from whom 
the person asserting the Claim purchased any of the Registrable 
Shares, if a copy of the prospectus (as then amended or 
supplemented and provided to Purchaser) was not sent or given to 
such person through no fault of Seller at or prior to the time 
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such action is required by the Securities Act, nor will Seller be 
liable in any such case for any Claim to the extent that it 
arises out of or is based upon (1) any untrue statement or 
alleged untrue statement of a material fact contained in any 
registration statement, including any preliminary prospectus or 
final prospectus contained therein or euay amendments or 
supplements thereto, (2) the omission or alleged omission to 
state therein a material fact required to be stated therein, or 
necessary to make the statements therein not misleading, or (3) 
any violation or alleged violation by Seller of the Securities 
Act, the Exchange Act, any state securities law or any rule or 
regulation promulgated under the Securities Act,. the Exchange Act 
or any state securities law (collectively a "Violation") which 
occurs in reliance upon and in conformity with written 
information furnished for use in connection with such 
registration by or on behalf of Purchaser (with respect to a 
Claim by Purchaser under this Section 4.7(a)) or such underwriter 
or controlling person (with respect to a Claim by such 
underwriter or controlling person under this Section 4.7(a)). 

(b) Seller will reimburse Purchaser, its directors, 
officers, employees, agents, and controlling person and each such 
underwriter or controlling person for any legal or any other 
expenses reasoncdsly incurred in connection with investigating or 
defending any Claim; provided, however, that the reimbursement 
provisions contained in this Section 4.7(b) will not apply (i) to 
amounts paid in settlement of any Claim if such settlement is 
effected without the consent of Seller (which consent will not be 
unreasonably withheld) and (ii) with respect to any untrue 
statement or omission or alleged untrue statement or omission 
made in any preliminary prospectus or the prospectus or the 
prospectus as amended or supplemented, but eliminated or remedied 
in the prospectus or the prospectus as amended or supplemented, 
and will not inure to the benefit of Purchaser, its directors, 
officers, employees, agents, and controlling person or any 
underwriter (or to the benefit of any person who controls such 
underwriter within the meaning of the Securities Act) from whom 
the person asserting any Claim purchased any of the Registrable 
Shares, if a copy of the prospectus (as then amended or 
supplemented and provided to Purchaser) was not sent or given to 
such person through no fault of Seller at or prior to the time 
such action is required by the Securities Act, nor will Seller be 
liable in any such case for any Claim to the extent that it 
arises out of or is based upon a Violation which occurs in 
reliance upon and in conformity with written information 
furnished for use in connection with such registration by or on 
behalf of Purchaser (with respect to a claim for reimbursement by 
Purchaser, its directors, officers, eir5)loyee9, agents, and 
controlling person under this Section 4.7(b)) or such underwriter 
or controlling person (with respect to a claim for reimbursement 
by such underwriter or controlling person under this Section 
4.7(b)) . 
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4.8 Indemnification by Purchaser . 

(a) Purchaser hereby indemnifies Seller, its 
directors, officers, employees, agents, and any person 
controlling Seller (within the meaning of the Securities Act) 
each underwriter, if any, of Seller's securities covered by such 
registration statement, each person who controls that underwriter 
(within the meaning of the Securities Act) against all Claims 
(including any Claim incurred in settlement of any litigation 
commenced or settled) arising out of or based on (i) any untrue 
statement or alleged untrue statement of a material fact in any 
prospectus or any related registration statement, notification or 
the li)ce, incident to such registration, qualification or 
compliance, or (ii) any omission or alleged omission to state in 
any such prospectus or any related registration statement, 
qualification or compliance, a material fact required to be 
stated in it or necessary to make the statement (s) in it not 
misleading in light of the circumstance in which the statement 
was made, or (iii) any violation by Purchaser of any rule or 
regulation promulgated under the Securities Act applicaible to 
Purchaser and relating to action or inaction required of 
Purchaser in connection with any such registration, qualification 
or coir^liance; provided, however, that the indemnity agreement 
contained in this Section 4.8(a) will apply to any Claim only to 
the extent that it arises out of or is based upon a Violation 
which occurs solely in reliance upon and in conformity with 
written information furnished expressly for use in connection 
with such registration by or on behalf of Purchaser, and provided 
further that Purchaser will have no liability hereunder if (A) 
any such written information contained an untrue statement or 
omission or alleged untrue statement or omission that was 
subsequently corrected in writing by Purchaser and furnished to 
Seller or the underwriter in sufficient time for incorporation 
into the final prospectus, or (B> Seller pays any amounts in 
settlement of any such Claim if such settlement is effected 
without the consent of Purchaser (which consent will not be 
unreasonably withheld) . 

(b) Purchaser will reimburse Seller and its directors, 
officers, eit^loyees, agents and controlling person (within the 
meaning of the' Securities Act) each underwriter, and each person 
controlling that underwriter (within the meaning of the 
Securities Act) for any legal or any other expenses reasonably 
incurred in connection with investigating or defending any such 
Claim; provided, however, that the reimbursement provisions 
contained in this Section 4.8(b) will apply to any such Claim 
only to the extent that it arises out of or is based upon a 
Violation which occurs in reliance upon and in conformity with 
written information furnished expressly for use in connection 
with such registration by or on behalf of Purchaser. 

4.9 Notice . Promptly after receipt by an indemnified party 
under Section 4.7 or 4.8 of notice of the commencement of any 
action (including, but not limited to, any action by a 
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Governmental Entity), such indemnified party will, if a Claim in 
respect thereof is to be made against any indemnifying party 
under Sections 4.7 or 4.8, deliver to the indemnifying party a 
written notice of the commencement thereof and the indemnifying 
party will have the right to participate in, and, to the extent 
the indemnifying party so desires, jointly with any other 
indemnifying party similarly noticed, to assume the defense 
thereof with counsel mutually satisfactory to the parties and the 
indemnified party will bear the fees and expenses of any 
additional counsel thereafter retained by it; provided, however, 
that indemnified parties will have Che right to retain counsel to 
represent all indemnified parties, with the fees and expenses to 
be paid by the indemnifying party, if representation of such 
indemnified parties by the counsel retained by the indemnifying 
party would be inappropriate due to actual or potential material 
differing interests between such indemnified parties and any 
other party represented by such counsel in such proceeding. The 
failure to deliver written notice to Che indemnifying party 
within a reasonable time of the commencement of any such action, 
if prejudicial to its ability to defend such action, will relieve 
such indemnifying party of any liability to the indemnified party 
under Section 4.7 or 4.8, but the omission so to deliver written 
notice to the indemnifying party will not relieve it of any 
liability that it may have to any indemnified party otherwise 
than under Section 4.7 or 4.8. 

4.11 Contribution . 

(a) If for any reason the indemnification provided for 
in Section 4.7 or 4.8 is unavailable to an indemnified party or 
insufficient to hold it harmless as contemplated by such 
sections, then the indemnifying party will contribute to the 
amount paid or payable by the indemnified party as a result of 
any Claim in such proportion as is appropriate to reflect not 
only the relative benefits received by the indemnified party and 
the indemnifying party, but also the relative fault of the 
indemnified party and the indemnifying party, as well as any 
other relevant equitable considerations; provided, however, that, 
in any such case, (i) Purchaser will not be required to 
contribute any amount in excess of the sales price of all 
Registrable Shares sold by Purchaser pursuant to such 
registration statement, and (ii) no party guilty of a fraudulent 
misrepresentation (within the meaning of Section 11(f) of the 
Securities Act) will be entitled to contribution from any other 
party who was not guilty of such fraudulent misrepresentation. 

(b) Promptly after receipt by a party of notice of the 
commencement of any action, suit or proceeding in connection with 
a public offering of Common Stock, such party will, if a claim 
for contribution in respect thereof is able to be made against 
another party, notify the contributing party of the commencement 
thereof. The omission to notify the contributing party will not 
relieve it from any liability which it may have to any other 
party other than for contribution under the Securities Act. In 
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case any such action, suit or proceeding is brought against any 
party, and such party notifies a contributing party of the 
commencement thereof, the contributing party will be entitled to 
participate therein with the notifying party and any other 
contributing party similarly notified. 

4.12 "Market Stand-off" Agreement . Purchaser will not, to 
the extent requested by Seller or the underwriter (s) managing any 
underwritten offering of Seller's securities, sell, make any 
short sale of, loan, grant any option for the purchase of or 
otherwise transfer or dispose of any Shares (other than those 
included in the underwritten offering) without the prior written 
consent of Seller or such underwriters for such period of time as 
Seller or the underwriters may specify commencing up to 7 days 
before the anticipated effective date of an underwritten 
registration of Seller's securities and extending up to 120 days 
after that effective date. In order to enforce the foregoing, 
Seller may impose stop- transfer instructions with respect to the 
Shares . 


V. ADDITIONAL COVENANTS 
5 . 1 Restrictions on Transfer . 

(a) Restriction . For a period of 3 years from the 
date of this Agreement, Purchaser covenants and agrees that it 
will not and it will cause each of its "Affiliates" (as 
hereinafter defined) to not directly or indirectly sell, tender, 
transfer, pledge, hypothecate or otherwise dispose of, or offer 
or agree to do any of the foregoing ("Transfer"), any interest in 
the Shares which may be owned "beneficially" (as that term is 
defined in Rule l3d-3 under the Exchange Act) or of record by it 
and such Affiliates, except: 

(i) a Transfer to any person or entity who or which 
agrees to be bound by all the provisions of this Article V; 

(ii) a Transfer to any person or entity who or which 
has made a tender offer for Seller's Common Stock, but only 
if the Board of Directors of Seller has recommended 
acceptance of such tender offer to the stockholders of 
Seller; 

(iii) a Trcuasfer to Seller or any of its Subsidiaries; 

(iv) a Transfer to an Affiliate of Purchaser which is 
(or agrees to become) a party hereto; 

(v) a Transfer which is a bona fide pledge of, or 
grant of a security interest in, the Shares to an 
institutional, commercial, or other bona fide lender 
(including without limitation any securities brokerage) for 
money borrowed; 
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(vi) a Transfer in connection with any registration 
statement of Seller that is declared effective during the 
term of this Article V and includes the Shares as a result 
of exercise of the registration rights granted pursuant to 
this Agreement; provided, however, that any such disposition 
by Purchaser or an underwriter pursuant to this Section 

5 . 1 (vi) will be made in a manner which (if pursuant to an 
underwritten offering, in the written opinion of the 
underwriter) is intended to effect a broad distribution with 
no Transfers of the Shares to any one "person" or "group" 

(as such terms are defined in and under Section 13(d) of the 
Exchange Act) if after such Transfers such person or group 
would beneficially hold in excess of 5 percent of Seller's 
Common Stock; or 

(vii) a Transfer permitted pursuant to Rule 144 under 
the Securities Act; provided, that Purchaser will use its 
best efforts to effect as wide a distribution of the Shares 
as is reasonably practicable. 

(b) Definition of ■Affiliate . For all purposes of this 
Agreement, when used with reference to Purchaser, the word 
"Affiliate" means any person directly or indirectly controlling, 
controlled by, or under direct or indirect control with. 

Purchaser or such other person, as the case may be. For the 
purposes of this definition, "control" when used with respect to 
any specified person means the power to direct the management and 
policies of such person, directly or indirectly, whether through 
the ownership of voting securities, by contract or otherwise, and 
the terms "controlling* and "controlled" have meanings 
correlative of the foregoing. For the purposes of this 
definition, "person" includes, without limitation, any 
individual, corporation, partnership, joint venture, trust, and 
any enployee pension, profit sharing and other benefit plan and 
trust. As to any individual person, the term "person" means such 
individual's spouse, children, brothers and sisters. 

5.2 No Transfer . Purchaser covenants and agrees, that for a 
period of 3 years from the date of this Agreement, without 
Seller's prior written consent, it will not and it will cause 
each of its Affiliates to not Transfer or otherwise dispose of or 
encumber any of the Shares or any beneficial interest therein 
except as permitted pursuant to this Article V. 

5.3 Legends and_Stop Transfer Orders . 

(a) Legend . During the term of the restrictions and 
covenants of this Article V each of the certificates representing 
the Shares will be registered in the name of Purchaser (except as 
hereinafter permitted) , will be subject to stop transfer 
instructions, and will include substantially the following legend 
in addition to any other legends required by the terms of this 
Agreement : 
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THE SHARES REPRESENTED BY THIS CERTIFICATE 
ARE SUBJECT TO CERTAIN LIMITATIONS ON 
TRANSFER SET FORTH IN A STOCK PURCHASE 
AGREEMENT, DATED MARCH 29, 1996, BETWEEN 
MICHAELS STORES, INC. AND LOCKE LIMITED, 

WHICH MAY BE APPLICABLE TO CERTAIN 
TRANSFEREES. A COPY OP SUCH AGREEMENT IS ON 
FILE WITH THE SECRETARY OF MICHAELS STORES, 

INC. 

(b) Removal of Legend . Such stop transfer 
instructions and legend will be appliccdale to any disposition of 
the Shares other than pursuant to a public offering of the Shares 
permitted pursuant to Section S.l(vi). 

5.4 Term and Termination . 

(a) Term . The term of these restrictions and 
covenants in this Article V will commence on the date hereof and 
will continue for a period of 3 years. 

(b) Termination . Notwithstanding the foregoing, the 
restrictions and covenants in this Article V will terminate 
immediately if individuals who at the date hereof constituted the 
Board of Directors of Seller and any new director whose election 
by the Board or nomination for election by Seller's stockholders 
was approved by a vote of at least two- thirds of the directors 
then still in office, who either were directors at such date or 
whose election or nomination for election was previously so 
approved, have ceased for any reason to constitute a majority 
thereof . 


5.5 Certain Actions . Purchaser agrees that for a period of 
3 years from the date of this Agreement, except within the terms 
of a specific request from Seller, it will not propose or 
publicly announce or otherwise disclose an intent to propose, or 
enter into or agree to enter into, singly or with any other 
person or directly or indirectly, (a) any form of business 
combination, acquisition, or other tremsaction relating to Seller 
or any majority-owned affiliate thereof, (b) any form of 
restructuring, recapitalization or similar transaction with 
respect to Seller or any such affiliate, or (c) any demand, 
request or proposal to amend, waiver or terminate any provision 
of this Agreement, and except as aforesaid during such period, 
Purchaser will not (i) acquire, or offer, propose or agree to 
acquire by purchase or otherwise, any securities of Seller 
entitled to be voted generally in the election of directors of 
Seller or any direct or indirect options or other rights to 
acquire any such securities ("Voting Securities”), (ii) make, or 
in any way participate in, any solicitation of proxies with 
respect to any Voting Securities (including by the execution of 
action by written consent) , become a participant in any election 
contest with respect to Seiler, seek to influence any Person with 
respect to any Voting Securities or demand a copy of Seller's 
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list of its stoclcholders or other books and records, (iii) 
participate in or encourage the fonnation of any partnership, 
syndicate or other group which owns or seeks or offers to acquire 
beneficial ownership of any Voting Securities or which seeks to . 
affect control of Seller or for the purpose of circumventing any 
provision of this Agreement, or (iv) otherwise act, alone or in 
concert with others {including by providing financing for another 
Person) , to seek or to offer to control of influence, in any 
manner, the management, Board of Directors or policies of Seller. 

5.6 Specific Performance . Purchaser acknowledges that 
Seller would be irreparably damaged and would not have an 
adequate remedy at law for money damages in the event that any of 
the covenants of Seller in this Article V were not performed in 
accordance with its terms or otherwise were materially breached. 
Purchaser therefore agrees that Seller will be entitled to an 
injunction or injunctions to prevent breaches of such performance 
anH to specific enforcement of such covenants in addition to any 
other remedy to which it may be entitled, at law or in equity. 


VI. MISCELLANEOUS 


6.1 Confidentiality . The terms of this Agreement will 
remain confidential; provided, however. Seller may make such 
disclosure in any public filing or announcement as may be 
necessary to conqply with applicable law. 


6.2 Survival of Representations. Warranties and Covenants . 
Each of the representations, warranties and covenants in this 
Agreement will survive the consummation of the transactions 
contemplated in this Agreement. 


6.3 Entire Agreement . This Agreement contains the entire 
agreement between Purchaser and Seller with respect to the 
transactions contemplated hereby and supersedes all prior 
agreements eunong the parties with respect to such matters. 


6.4 Rights of the Parties . Nothing expressed or implied in 
this Agreement is intended or will be construed to confer upon or 
give any person or entity ocher than the parties hereto and their 
permitted assigns euiy rights or remedies under or by reason of 
this Agreement or any transaction contemplated hereby. 


6.5 Further Assurances . From time to time, as and when 
requested by either party hereto, the other party will execute 
and deliver, or cause to be executed and delivered, all such 
documents and instruments as may be reasonably necessary to- 
consummate the transactions contemplated hereby. 


6.6 Applicable Law . This Agreement will be governed by and 
construed in accordance with the laws of the State of Texas 
applicable to contracts made and to be performed in that State, 
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without giving effect to the principles of conflicts of law 
thereof . 

6.7 Int eroretat ion . For purposes of this Agreement, a 
"subsidiary" of a corporation means any corporation more than 
50% of the outstanding voting securities of which are directly or 
indirectly owned by such other corporation. The descriptive 
headings contained herein are for convenience and reference only 
and will not effect in any way the meaning or interpretation of 
this Agreement. 

6.8 Notices . All notices and other communications 
hereunder must be in writing and must be given {and will be 
deemed to have been duly given upon receipt) by delivery in 
person, by cable, telegram, telex, facsimile transmission or 
other standard form of telecommunications, or by registered or 
certified mail, postage prepaid, return receipt requested, 
addressed as follows: 

If to Seller: 

Michaels Stores, Inc. 

5931 Campus Circle Drive 
Irving, Texas 75063 
Attn: General Counsel 
Fax No. : 214-714-1338 

If to Purchaser: 

Locke Limited 

Aundyr Trust Company Limited 
International House 
Castle Hill, Victoria Road 
Douglas, Isle of Man 
British Isles 

Attention: K.A. Jones and N.J. Carter 
Fax No.: 011-44-1624-624-469 


or to such other address as any party may have furnished to the 
other parties in writing in accordance herewith. 

6.9 Counterparts . This Agreement may be executed in any 
number of counterparts, each of which will be deemed to be an 
original but all of which together will constitute but one 
agreement . 

6.10 Successors and Assicms . This Agreement will be binding 
upon and inure to the benefit of the parties hereto and their 
respective successors and permitted assigns, but will not be 
assignable by any party without the prior written consent of the 
other party; provided that any such assignment will not relieve 
the assigning party from any of its obligations hereunder. 
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6.11 Bxpenaeg . Subject to Section 4.8 and 4.9 hereof, all 
costs and expenses incurred in connection with this Agreement and 
the transactions contemplated hereby will be paid by the party 
incurring such expense. 

6.12 Severability . If any term or other provision of this 
Agreement is invalid, illegal or incapable of being enforced by 
any rule of law or public policy, all other terms and provisions 
of this Agreement will nevertheless remain in full force and 
effect so long as the economic or legal substance of the 
transactions contemplated hereby is not affected in any manner 
adverse to any party hereto, l^on any such determination that 
any term or other provision is invalid, illegal or incapable of 
being enforced, the parties hereto will negotiate in good faith 
to modify this Agreement so as to effect the original intent of 
the parties as closely as possible in an acceptable manner to the 
end that the transactions contemplated by this Agreement are 
consummated to the extent possible. 

IN WITNESS WHEREOF, the parties hereto have duly executed 
this Agreement. 


SELLER ; 

MICHAELS ST 9 RES , INC . 

By: 

Name: R. Port 

Title: frygC OnZ /D^O 


PURCHASER : 

LOCKE LIMITED, an Isle of Man 
corporation 


By: 

Name: 

Title: 
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STOCK PURCmSB AGREEMENT 

This STOCK PURCHASE AGREEMENT (this "Agreement") is made and 
entered as of March 29 , 1996 between Michaels Stores, Inc., a 
Delaware corporation ("Seller") and Quayle Limited, an Isle of 
Man corporation ("Purchaser"). 

RECITAL 


Seller desires to issue and sell to Purchaser, and Purchaser 
desires to purchase from Seller, 666,667 newly issued and 
outstanding shares (the "Shares") of Common Stock, par value $.10 
per share, of Seller (the "Common Stock") on the terms and 
subject to the conditions set forth in this Agreement. 

Seller and Purchaser hereby agree as follows: 


I- PURCHASE AND SALE 

1.1 Purchase and Sale . On the terms and subject to the 
conditions set forth in this Agreement, at the Closing (as 
defined in Section 1.3) Seller will issue and sell to Purchaser, 
and Purchaser will purchase from Seller, the Shares. 

1.2 Purchase Price . As consideration for the issuance of 
the Shares, Purchaser will pay to Seller at the Closing the 
aggregate amount equal to the product of (a) the number of Shares 
to be. issued pursuant to this Agreement multiplied by (b) $12.50 
per Share (the "Purchase Price") 

1.3 The Closing . 

(a) Subject to Section 1.4, the closing of the 
purchase and sale of the Shares hsrexmder (the "Closing") will 
take place on April 5, 1996 or such other date as Seller and 
Purchaser may agree (the "Closing Date") . 

(b) At the Closing, (i) Purchaser will pay to Seller 
the Purchase Price by wire transfer of immediately available 
funds to an account or accounts designated by Seller and (ii) 
Seller will deliver to Purchaser a single certificate 
representing the Shares registered in the name of "Quayle 
Limited" . 

(c) At the Closing Seller will deliver to Purchaser, 
and Purchaser will deliver to Seller, a certificate confirming 
that their respective representations and warranties set forth in 
this Agreement are true and coir^lete in all material respects on 
the Closing Date as if made on that date. 


DLMA1N02 Dec 214723_2 


Permanent Siihcommittee on Investigations 

FXHTBIT #66 - FN 512 


CONFIDENTIAL 

SECI0005U44 

PSI00063011 




2923 


1,4 Condition to Cloainq , 

(a) Notwithstanding anything to the contrary in this 
Agreement, the obligation of Seller to consummate the sale and 
purchase of the Shares contemplated hereby is subject to 
satisfaction of each of the following conditions; 

(i) The Board of Directors of Seller shall have 
approved the sale of the Shares on or before the Closing 
Date. 

(ii) The representations and warranties of Purchaser in 
this Agreement shall be true and complete in all material 
respects on and as of the Closing Date. 

(b) Notwithstanding anything to the contrary in this 
Agreement, the obligations of Purchaser to consummate the sale 
and purchase of the Shares contemplated hereby are subject to the 
condition that the representations and warranties made by Seller 
in this Agreement shall be true and complete in all material 
respects on and as of the Closing Date. 


II. REPRESENTATIONS AND WARRANTIES OP SELLER 

2.1 Organization; Power and Authority . Seller is a 
corporation duly organized, validly existing and in good standing 
under the laws of the State of Delaware. Seller has requisite 
corporate power and authority to execute and deliver this 
Agreement and to consummate the transactions contemplated hereby. 
The execution and delivery by Seller of this Agreement and the 
performance by it of the transactions contemplated hereby to be 
performed by it have been duly authorized by all necessary- 
corporate action on the part of Seller. This Agreement has been 
duly executed and delivered by Seller and constitutes a valid and 
binding obligation of Seller. 

2.2 Capitalization. The authorized capital stock of Seller 
consists of (i) 50,000,000 shares of Common Stock, of which as of 
March 15, 1996, 21,617,025 shares were issued and outstanding, 
fully paid and nonassessable and no shares were held in the 
treasury, emd (ii) 2,000,000 shares of preferred stock, $.10 par 
value per share, of which as of March 15, 1996, no shares were 
outstanding. Upon the issuance of the Shares to Purchaser and 
the payment to Seller of the Purchase Price, the Shares will be 
validly issued and outstanding, fully paid and nonassessable, and 
Purchaser will acquire good and valid title to the Shares, free 
and clear of any charges, liens or other encumbrances 
{"Encumbrances") of any kind. None of the Shares have been 
issued in violation of any preemptive rights, rights of first 
refusal or other acquisition rights. 
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2.3 Consent and Approvala: No Violation . Neither the 
execution and delivery of this Agreement by Seller nor the 
consummation by Seller of the transactions contemplated hereby 
will (a) conflict with or result in any breach or violation of, 
or constitute a default under, any note, pledge, trust, 
commitment, agreement or other instrument or obligation to which 
Seller is a party or by which Seller or any of its properties may 
be bound, (b) require any consent, approval, authorization or 
permit of, or filing with or notification to, any court, 
governmental authority or other regulatory or administrative 
agency or commission, domestic or foreign ("Governmental 
Entity"), or (c) violate any statute or any order, decree, 
injunction, rule or regulation of any Governmental Entity 
applicable to Seller. 

2.4 SEC Reports: Financial Statements . 

(a) Seller has delivered to Purchaser (i) its Annual 
Report on Form 10-K for the fiscal year ended January 29, 1995 
and (ii) its Quarterly Reports on Form lO-Q for each of the 
fiscal quarters ended April 30, 1995, July 30, 1995 and 
October 29, 1995, respectively, each in the form (including 
exhibits) filed with the Securities and Exchange Commission 
("SEC") (collectively, the "SEC Reports"). Each SEC Report has 
been prepared and filed in accordance with all applicable rules 
and regulations of the SEC and at the time of its filing was in 
compliance with such rules and regulations in all material 
respects. As of their respective dates, the SEC Reports did not 
contain any untrue statement of a material fact or omit to state 
a material fact required to be stated therein or necessary to 
ma]ce the statements therein, in light of the circumstances under 
which they were made, not misleading. 

(b) Each of the audited consolidated financial 
statements and unaudited consolidated interim financial 
statements of Seller (and the related notes and schedules) 
included in the SEC Reports present fairly, in all material 
respects, the consolidated financial position of Seller and, its 
consolidated subsidiaries as of the respective dates thereof and 
the results of operations and cash flows for the respective 
periods set forth therein, in accordance with generally accepted 
accounting principles consistently applied during the period 
involved, except as otherwise noted therein and subject, in the 
case of the unaudited interim consolidated financial statements, 
to the omission of certain notes not ordinarily accompanying such 
unaudited interim consolidated financial statements and to normal 
year-end adjustments cuid any other adjustments described therein. 

(c) Except as set forth in the SEC Reports, any other 
reports filed with the SEC pursuant to the Securities Exchange 
Act of 1934, as amended (the "Exchange Act"), that relate to 
Seller, and any public announcements made by Seller, since 
October 29, 1995 there has been no material adverse change in the 
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assets, earnings, financial position, business or prospects of 
Seller and its subsidiaries, considered as a whole. 

2.5 No Broker! Finder: Etc. None of Seller or its 
directors, officers or ert^loyees has en^lOyed any investment 
banker, consultant, broker or finder or incurred any liability 
for any brokerage fees, commissions or finders fees in connection 
with the transactions contemplated under this Agreement. 


III. REPRESENTATIONS AND WARRANTIES OF PURCHASER 

3.1 Power and Authority . Purchaser has the requisite 
corporate power and authority to execute and deliver this 
Agreement and to consummate the transactions contemplated hereby. 
This Agreement has been duly executed and delivered by Purchaser 
and constitutes a valid and binding obligation of Purchaser. 

3.2 Purchase for Investment . Purchaser acknowledges that 
the Shares have not been registered under the Securities Act of 
1933, as amended ("Securities Act"), or under any state or 
foreign securities laws. Purchaser is not an underwriter as such 
term is defined under the Securities Act, and is purchasing the 
Shares solely for investment with no present intention to 
distribute any of the Shares to any person or entity ("Person"). 
Purchaser will not sell or otherwise dispose of any of the 
Shares, except in accordance with the registration requirements 
or exemption provisions under the Securities Act and the rules 
and regulations promulgated thereunder, and any other applicable 
securities laws. Purchaser further understands that the 
certificate representing the Shares will bear the following 
Isgend and agrees that it will hold the Shares subject thereto: 

THE SHARES REPRESENTED BY THIS CERTIFICATE 
HAVE NOT BEEN REGISTERED PURSUANT TO THE 
SECURITIES ACT OP 1933 OR ANY STATE 
SECURITIES LAW. NEITHER THIS SECURITY NOR 
ANY PORTION HEREOF OR INTEREST HEREIN MAY BE 
SOLD. ASSIGNED, TRANSFERRED, PLEDGED OR 
OTHERWISE DISPOSED OF UNLESS THE SAME IS 
REGISTERED UNDER SAID ACT AND ANY APPLICABLE 
STATE SECURITIES LAW, OR UNLESS AN EXEMPTION 
FROM SUCH REGISTRATION IS AVAILABLE AND 
MICHAELS STORES, INC. SHALL HAVE RECEIVED, AT 
THE EXPENSE OF THE HOLDER HEREOF, EVIDENCE OP 
SUCH EXEMPTION REASONABLY SATISFACTORY TO 
MICHAELS STORES, INC. (WHICH MAY INCLUDE, 

AMONG OTHER THINGS, AN OPINION OF COUNSEL 
SATISFACTORY TO MICHAELS STORES, INC.) . 
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3.3 Snitabilitv and Sophistication . Purchaser represents 
and warrants that it (a) is an "accredited investor" as defined 
in Rule 501(a) prcanulgated under the Securities Act, (b) has such 
knowledge and experience in financial and business matters that 
it is capable of independently evaluating the risks and merits of 
purchasing the Shares, (c) has been provided with the opportunity 
to make a reasonable investigation of Seller, including the 
opportunity to make any inquiries and to request additional 
information necessary to its investment decision, and Seller has 
satisfactorily responded to any inquiries and. furnished to 
Purchaser all requested information, (d) has independently 
evaluated the risks and merits of purchasing the Shares and has 
independently determined that the Shares are a suitable 
investment for it, and (e) has sufficient financial resources to 
bear the loss of its entire investment in the Shares - 

3.4 Consent and Approvals; No Violation . Neither the 
execution and delivery of this Agreement by Purchaser nor the 
consummation by Purchaser of the transactions contemplated hereby 
will (a) conflict with or result in any breach or violation of, 
or constitute a default under, any note, pledge, trust, 
commitment, agreement or other instrument or obligation to which 
Purchaser is a party or by which Purchaser or any of its 
properties may be bound, (b) require any consent, approval, 
authorization or permit of, or filing with or notification to, 
any Governmental Entity, or (c) violate any statute or any order, 
decree, injunction, rule or regulation of any Governmental Entity 
applicable to Purchaser, 

3.5 No Agreements . Purchaser acknowledges that there are 
no agreements, arrangements, commitments or understandings 
relating to any of the Shares except pursuant to this Agreement. 

3 . 6 No Broker; Finder! Etc. None of Purchaser or its 
directors, officers, agents or employees has employed any 
investment banker, consultant, broker ox finder or incurred any 
liability for any brokerage fees, commissions or finders fees in 
connection with the transactions contenylated under this 
Agreement , 



4.1 Reoiatration . Upon receipt of a written request (the 
"Registration Notice") by Purchaser at any time after one year 
from the date of this Agreement, Seller shall cause to be filed 
as soon as practicable a registration statement (a "Shelf 
Registration Statement") under the Securities Act on Form S-3 or 
any other appropriate form under the Securities Act for an 
offering to be made on a delayed or continuous basis pursuant to 
Rule 415 thereunder or any similar rule that may be adopted by 
the SEC and permitting sales in ordinary course brokerage or 
dealer transactions not involving an underwritten public offering 
(and shall register or qualify the shares to be sold in such 
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offering under such other securities or "blue sky" laws as 
required pursuant to this Section 4.1) covering no less than the 
aggregate number of Shares then held by. Purchaser (those Shares 
together with any shares of Common Stock or other securities that 
may subsequently be issued with respect to the Shares as result 
of a Stock split or dividend, reclassification/ or combination of 
shares or any sale, transfer, assignment or other transaction by 
Seller or Purchaser involving the Shares and any securities into 
which the Shares may thereafter be changed as a result of merger, 
consolidation, or recapitalization or otherwise are referred to 
as the "Registrable Shares") so that the Registrable Shares will 
be included in an effective registration statement under the 
Securities Act. Seller shall use its reasonable efforts to cause 
the Shelf Registration Statement to be declared effective by the 
SEC on or before 90 days following Seller's receipt of the 
Registration Notice. Seller shall use its reasonable efforts to 
keep the Shelf Registration Statement continuously effective (and 
to register or qualify the shares to be sold in such offering 
under such other securities or "blue sky" laws as required 
pursuant to this Section 4.1) for so long as Purchaser holds any 
Registrable Shares or until Seller has caused to be delivered to 
Purchaser an opinion of counsel, which counsel shall be 
reasonably acceptable to Purchaser, stating that the Registrable 
Shares may be sold by Purchaser pursuant to Rule 144 without 
regard to any volume limitations and that Seller has satisfied 
the informational requirements of Rule 144. Seller shall file 
any necessary listing applications or amendments to existing 
applications to cause the Registrable Shares to be listed on the 
primary exchange or quotation system on which its shares of 
Common Stock are then listed, if any. Seller will use reasonable 
efforts to register or qualify the Registrable Shares under such 
other securities or "blue sky" laws of such jurisdictions as 
Purchaser may reasonably request and do any and all other acts 
and things that may be reasonably necessary or advisable to 
register or qualify for sale in such jurisdictions the 
Registrable Shares owned by Purchaser; provided that Seller shall 
not be required to (i) qualify generally to do business in any 
jurisdiction where it is not then so qualified, (ii) subject 
itself to taxation in any such jurisdiction, (iii) consent to 
general service of process in any such jurisdiction, or 
(iv) provide any undertaUcing required by such other securities or 
"blue sky* laws or maize any change in its charter or bylaws that 
the Board of Directors of Seller determines in good faith to be 
contrary to the best interest of Seller and its stoc}cholders . 
Notwithstanding the foregoing, if Seller shall furnish to 
Purchaser a certificate signed by the chief executive officer of 
Seller stating that in the good faith judgment of the Board of 
Directors of Seller it would be significantly disadvantageous to 
Seller and its stockholders Cor the Shelf Registration Statement 
to be amended or supplemented, Seller may defer such amending or 
supplementing of such Shelf Registration Statement for not more 
than 45 days and in such event Purchaser shall be required to 
discontinue disposition of any Registrable Shares covered by such 
Shelf Registration Statement during such period. 
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4.2 Diatribut^ion of Reoiaterable Securities . If Purchaser 
intends to distribute the Registerable Securities covered by the 
Shelf Registration Statement by means of an underwriting. 

Purchaser shall so advise Seller. In that event, the 
underwriting shall be managed by an underwriter or underwriters 
selected by Purchaser that are reasonably acceptable to Seller 
(which approval shall not unreasonably be withheld) . Purchaser 
shall have the right to negotiate with the underwriters and to 
determine all terms of the underwriting, including the gross 
price and net price at which the Registrable Securities are to be 
sold. Seller shall enter into an underwriting agreement in 
customary form with the underwriter or underwriters selected as 
above provided and any representations and warranties of Seller 
thereunder to and for the benefit of the underwriters shall also 
be made to and for the benefit of Purchaser- Seller will furnish 
to Purchaser and the underwriters (i) an opinion of counsel for 
Seller, addressed to Purchaser and the underwriters, dated the 
date of the closing under the underwriting agreement, and (ii) a 
"comfort letter" signed by the independent public accountants who 
have certified Seller's financial statements included in the 
Shelf Registration Statement, addressed to Purchaser and the 
underwriters; provided however , that (i) the opinion and "comfort 
letter" shall cover substantially the same matters with respect 
to the Shelf Registration Statement (and the prospectus included 
therein) as are customarily covered in opinions of issuer's 
counsel and in accountants' letters delivered to underwriters in 
underwritten public secondary offerings and such other matters as 
Purchaser may reasonably request, and (ii) the "comfort letter" 
shall also cover events subsequent to the date of such financial 
statements. 

4.3 Furnish Information . In connection with the Shelf 
Registration Statement, Purchaser will (a) cooperate with Seller 
to effect such registration and to maintain the effectiveness 
thereof, lb) promptly and accurately furnish any information 
reasonably requested by Seller concerning Purchaser and the 
proposed distribution by Purchaser, and (c) promptly comply with 
all applicable requirements of the Securities Act, the Exchange 
Act and any other applicable federal or state laws, including, 
but not limited to, furnishing Seller such information regarding 
Purchaser, the Shares held -by it and the intended method of 
disposition of such securities as reasonably required in 
connection with the action to be taken by Seller pursuant to this 
Agreement . 


4.4 Expenses of Registration . Seller will bear all 
expenses incurred in effecting any registration pursuant to this 
Agreement, including without limitation, all registration, 
qualification and filing fees, printing expenses, escrow fees, 
fees and disbursements of counsel for Seller, blue sky fees and 
expenses, expenses of any regular or special audit incident to or 
required by any such registration, but will not include any 
expenses payable by Purchaser under this Section 4.4. Purchaser 
will pay in connection with any registration of its Shares any 
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underwriting discounts, selling commisaiona, fees or 
disbursements of Purchaser's counsel or of any advisor to 
Purchaser not retained by Seller, or fees and expenses incident 
to preparation of information by Purchaser, and expenses incurred 
in connection with the qualification of the Registrable Shares in 
a jurisdiction that requires those expenses to be paid by a 
selling shareholder. 

4.5 Registration Procedure . 

{a) Seller will keep Purchaser advised in writing of 
the initiation and the completion of each registration, 
qualification and compliance effected by Seller under this 
Agreement. 

{b) At its expense, Seller will: 

(i) prepare and file with the SBC such amendments and 
supplements to the Shelf Registration Statement and the 
prospectus used in connection therewith as may be necessary 
to keep the Shelf Registration Statement effective for the 
period described in Section 4.1(a) and to conply with the 
provisions of the Securities Act with respect to the sale or 
other disposition of the Registrable Securities whenever the 
Purchaser shall desire to sell or otherwise dispose of the 
Registrable Securities within that period; 

(ii) furnish to Purchaser axid any underwriters such 
numbers of copies of the Shelf Registration Statement, 
amendments and supplements thereto, the prospectus included 
in the Shelf Registration Statement including any 
preliminary prospectus, and any amendments or supplements 
thereto, and such other documents, as Purchaser and any 
underwriters may reasonably request in order to facilitate 
the sale or other disposition of the Registrable Securities; 

(iii) use its reasonable efforts to comply with all 
appliccLble rules and regulations of the SBC, and ma}ce 
available to its security holders, as soon as reasonably 
practicable, an earnings statement covering the period of at 
least twelve months, beginning with the first fiscal quarter 
beginning after the effective date of the registration 
statement, which earnings statement shall satisfy the 
provisions of Section 11(a) of the Securities Act; and 

(iv) notify Purchaser at any time when a prospectus 
relating to the Registrable Securities is required to be 
delivered under the Securities Act, of the happening of any 
event of which Seller has )cnowledge as a result of which the 
prospectus included in the Shelf Registration Statement, as 
then in effect, contains an untrue statement of a material 
fact or omits to state a material fact required to be stated 
therein or necessary to ma)ce the statements therein not 
misleading in the light of the circumstances then existing. 
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4.€ Postponement of Registration . If after any 
registration statement including Registrable Shares has become 
effective there exists in the opinion of Seller's management 
material non-public information about Seller which has not been 
released and which, in the reasonable opinion of Seller's 
management, would not be advisable to release, then upon receipt 
of notice from Seller, Purchaser will not offer or sell or permit 
to be offered or sold any of the Registrable Shares for such time 
as Seller believes such condition is continuing. If the offering 
is not completed because of Seller's exercise of its rights 
hereunder. Seller will reimburse Purchaser for all of its 
expenses incurred in connection with the terminated offering. 

4.7 Indemnification bv Seller . 

(a) Seller will indemnify Purchaser, its directors, 
officers, employees, and agents, and any person controlling the 
Purchaser (within the meaning of the Securities Act) and each 
underwriter, if any, of the Registrable Shares and each person 
controlling that underwriter (within the meaning of the 
Securities Act), against all claims, losses, expenses, damages, 
liabilities and actions ("Claims) in respect of Claims (including 
any Claim incurred in settlement of any litigation, commenced or 
threatened) arising out of or based on (i) any untrue statement 
or alleged untrue statement of a material fact in any prospectus 
or any related registration statement, or any amendment or 
supplement thereto, or any notification or the like incident to 
any such registration, or any amendment or supplement thereto, or 
any opjalification or compliance, or (ii) any omission or alleged 
omission to state in any such prospectus or related registration 
statement incident to such registration, qualification or 
ccJmpliance, a material fact required to be stated in it or 
necessary to make that statement in it not misleading in light of 
the circumstance in which the statement was made, or (iii) any 
violation by Seller of any rule or regulation promulgated under 
the Securities Act applicable to Seller and relating to action or 
inaction required of Seller in connection with any such 
registration, qualification or compliance; provided, however, 
that the indemnity agreement contained in this Section 4.7(a) 
will not apply (A) to amounts paid in settlement of any Claim if 
such settlement is effected without the consent of Seller (which 
consent will not be unreasoncdjly withheld) and (B) with respect 
to any untrue statement or omission or alleged untrue statement 
or omission made in any preliminary prospectus or the prospectus 
or the prospectus as amended or supplemented, but eliminated or 
remedied in the prospectus or the prospectus as amended or 
supplemented, and will not inure to the benefit of Purchaser, its 
directors, officers, employees, agents, or any underwriter (or to 
the benefit of any person who controls Purchaser or such 
underwriter within the meaning of the Securities Act) from whom 
the person asserting the Claim purchased any of the Registrable 
Shares, if a copy of the prospectus (as then amended or 
supplemented and provided to Purchaser) was not sent or given to 
such person through no fault of Seller at or prior to the time 
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such action is required by the Securities Act, nor will Seller be 
liable in any such case for any Claim to the extent that it 
arises out of or is based upon (1) any untrue statement or 
alleged untrue statement of a material fact contained in any 
registration statement, including any preliminary prospectus or 
final prospectus contained therein or any amendments or 
supplements thereto, (2) the omission or alleged omission to 
state therein a material fact required to be stated therein, or 
necessary to make the statements therein not misleading, or (3) 
any violation or alleged violation by Seller of the Securities 
Act, the Exchange Act, any state securities law or any rule or 
regulation promulgated under the Securities Act, the Exchange Act 
or any state securities law {collectively a "Violation") which 
occurs in reliance upon and in conformity with written 
information furnished for use in connection with such 
registration by or on behalf of Purchaser (with respect to a 
Claim by Purchaser under this Section 4.7(a)) or such underwriter 
or controlling person (with respect to a Claim by such 
underwriter or controlling person under this Section 4.7(a)) . 

(b) Seller will reimburse Purchaser, its directors, 
officers, employees, agents, and controlling person and each such 
underwriter or controlling person for any legal or any other 
expenses reasonably incurred in connection with investigating or 
defending any Claim; provided, however, that the reimbursement 
provisions contained in this Section 4.7(b) will not apply (i) to 
amounts paid in settlement of any Claim if such settlement is 
effected without the consent of Seller (which consent will not be 
unreasonably withheld) and (ii) with respect to any untrue 
statement or omission or alleged untrue statement or omission 
made in any preliminary prospectus or the prospectus or the 
prospectus as amended or supplemented, but eliminated or remedied 
in the prospectus or the prospectus as amended or supplemented, 
and will not inure to the benefit of Purchaser, its directors, 
officers, employees, agents, and controlling person or any 
underwriter (or to the benefit of any person who controls such 
underwriter within the meaning of the Securities Act) from whom 
the person asserting any Claim purchased any of the Registrable 
Shares, if a copy of the prospectus (as then amended or 
supplemented amd pro vided to Purcha se r) w as n ot sent or given to 
such person through no fault of Seller at or prior to the time 
such action is required by the Securities Act, nor will Seller be 
liable in any such case for any Claim to the extent that it 
arises out of or is based upon a Violation which occurs in 
reliance upon and in conformity with written information 
furnished for use in connection with such registration by or on 
behalf of Purchaser (with respect to a claim for reimbursement by 
Purchaser, its directors, officers, employees, agents, and 
controlling person under this Section 4.7(b)) or such underwriter 
or controlling person (with respect to a claim for reimbursement 
by such underwriter or controlling person under this Section 
4.7(b)) . 


DLMAIN02 POC; 214723 2 


CONFIDENTIAL 

SECI00051153 

PSI00063020 



2932 


4.8 Indemnif ieation by Purchaser . 

(a) Purchaser hereby indensiifies Seller, its 
directors, officers, employees, agents, and any person 
controlling Seller {within the meaning of the Securities Act) 
each underwriter, if any, of Seller's securities covered by such 
registration statement, each person who controls that unde^riter 
(within the meaning of the Securities Act) against all Claims 
(including any Claim incurred in settlement of any litigation 
commenced or settled) arising out of or based on (i) any untrue 
statement or alleged untrue statement of a material fact in any 
prospectus or any related registration statement, notification or 
the like, incident to such registration, qualification or . 
compliance, or (ii) any omission or alleged omission to state in 
any such prospectus or any related registration statement, 
qualification or conpliance, a material fact required to be 
stated in it or necessary to make the statement (s) in it not 
misleading in light of the circumstance in which the statement 
was made, or (iii) any violation by Purchaser of any xnile or 
regulation promulgated under the Securities Act applicable to 
Purchaser and relating to action or inaction required of 
Purchaser in connection with any such registration, qualification 
or compliance; provided, however, that the indemnity agreement 
contained in this Section 4.8(a) will apply to any Claim only to 
the extent that it arises out of or is baaed upon a Violation 
which occurs solely in reliance upon and in conformity with 
written information furnished expressly for use in connection 
with such registration by or on behalf of Purchaser, and provided 
further that Purchaser will have no liability hereunder if (A) 
any such written information contained an untrue statement or 
omission or alleged untrue statement or omission that was 
subsequently corrected in writing by Purchaser and furnished to 
Seller or the underwriter in sufficient time for incorporation 
into the final prospectus, or (B) Seller pays any amounts in 
settlement of any such Claim if such settlement is effected 
without the consent of Purchaser (which consent will not be 
unreasonably withheld) , 

(b) Purchaser will reimburse Seller and its directors, 
officers, eirployees, agents and controlling person (within the 
meaning of the Securities Act) each underwriter, and each person 
controlling that underwriter (within the meaning of the 
Securities Act) Cor any legal or any other expenses reasonably 
incurred in connection with investigating or defending any such 
Claim; provided, however, that the reimbursement provisions 
contained in this Section 4.8(b) will apply to any such Claim 
only to the extent that it arises out of or is based upon a 
Violation which occurs in reliance upon and in conformity with 
written information furnished expressly for use in connection 
with such registration by or on behalf of Purchaser. 

4.9 Notice . Promptly after receipt by an indemnified party 
under Section 4.7 or 4,8 of notice of the commencement of any 
action (including, but not limited to, any action by a 
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Governmental Entity), such indemnified party will, if a Claim in 
respect thereof is to be made against any indemnifying party 
under Sections 4.7 or 4.8, deliver to the indemnifying party a 
written notice of the commencement thereof and the indemnifying 
party will have the right to participate in, and, to the extent 
the indemnifying party so desires, jointly with any other 
indemnifying party similarly noticed, to assume the defense 
thereof with counsel mutually satisfactory to the parties and the 
indemnified party will bear the fees and expenses of any 
additional counsel thereafter retained by it; provided, however, 
that indemnified parties will have the right to retain counsel to 
represent all indemnified parties, with the fees and expenses to 
be paid by the indemnifying party, if representation of such 
indemnified parties by the counsel retained by the indemnifying 
party would be inappropriate due to actual or potential material 
differing interests between such indemnified parties and any 
other party represented by such counsel in such proceeding. The 
failure to deliver written notice to the indemnifying party 
within a reasonable time of the commencement of any such action, 
if prejudicial to its ability to defend such action, will relieve 
such indemnifying party of any liability to the indemnified party 
under Section 4.7 or 4.8, but the omission so to deliver written 
notice to the indemnifying party will not relieve it of any 
liability that it may have to any indemnified party otherwise 
than under Section 4.7 or 4.8. 

4.11 Contribution . 

(a) If for any reason the indemnification provided for 
in Section 4.7 or 4.8 is unavailable to an indemnified party or 
insufficient to hold it harmless as contemplated by such 
sections, then the indemnifying party will contribute to the 
amount paid or payable by the indemnified party as a result of 
any Claim in such proportion as is appropriate to reflect not 
only the relative benefits received by the indemnified party and 
the indemnifying party, but also the relative fault of the 
indemnified party and the indemnifying party, as well as any 
other relevemt equitable considerations; provided, however, that, 
in any such case, (i) Purchaser will not be required to 
contribute any amount in excess of the sales price of all 
Registrable Shares sold by Purchaser pursuant to such 
registration statement, and (ii) no party guilty of a fraudulent 
misrepresentation (within the meaning of Section 11(f) of the 
Securities Act) will be entitled to contribution from any other 
party who was not guilty of such fraudulent misrepresentation. 

(b) Promptly after receipt by a party of notice of the 
commencement of any action, suit or proceeding in connection with 
a public offering of Common Stock, such party will, if a claim 
for contribution in respect thereof is able to be made against 
another party, notify the contributing party of the commencement 
thereof. The omission to notify the contributing party will not 
relieve it from any liability which it may have to any other 
party other than for contribution under the Securities Act. In 


DLMAIN02 Doc; 214723_2 


CONFIDENTIAL 

SECI000S11S5 

PSI00063022 



2934 


case any such action, suit or proceeding is brought against any 
party, and such party notifies a contributing party of the 
commencement thereof, the contributing party will.be entitled to 
participate therein with the notifying party and any other 
contributing party similarly notified. 

4.12 "Market srenri-nff Agreement . Purchaser will not, to 
the extent requested by Seller or the underwriter (s) managing any 
underwritten offering of Seller's securities, sell, make any 
short sale of, loan, grant any option for the purchase of or 
otherwise transfer or dispose of any Shares (other thM those 
included in the underwritten offering) without the prior written 
consent of Seller or such underwriters for such period of time as 
Seller or the underwriters may specify commencing up to 7 days 
before the anticipated effective date of an underwritten 
registration of Seller's securities and extending up to 120 days 
after that effective date. In order to enforce the foregoing, 
Seller may impose stop-transfer instructions with respect to the 
Shares . 


V. AnDTTIQNRT, COVENANTS 
5.1 Restrictions on Transfer . 

(a) Restriction . For a period of 3 years from the 
date of this Agreement, Purchaser covenants and agrees that it 
will not and it will cause each of its "Affiliates" (as 
hereinafter defined) to not directly or indirectly sell, tender, 
transfer, pledge, hypothecate or otherwise dispose of, or offer 
or agree to do any of the foregoing ("Transfer"), any interest in 
the Shares which may be owned "beneficially" (as that term is 
defined in Rule 13d- 3 under the Exchange Act) or of record by it 
and such Affiliates, except: 

(i) a Transfer to any person or entity who or which 
agrees to be bound by all the provisions of this Article V; 

(ii) a Transfer to any person or entity who or which 
has made a tender offer for Seller's Common Stock, but only 
if the Board of Directors of Seller has recommended 
acceptance of such tender offer to the stockholders of 
Seller; 

(iii) a Transfer to Seller or any of its Subsidiaries: 

(Iv) a Transfer to an Affiliate of Purchaser which is 
(or agrees to become) a party hereto; 

(v) a Transfer which is a bona fide pledge of, or 
grant of a security interest in, the Shares to an 
institutional, commercial, or other bona fide lender 
(including without limitation any securities brokerage) for 
money borrowed; 
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(vi) a Transfer in connection with any registration 
statement of Seller that is declared effective during the 
term of this Article V and includes the Shares as a result 
of exercise of the registration rights granted pursuant to 
this Agreement; provided, however, that any such disposition 
by Purchaser or an underwriter pursuant to this Section 

5 . 1 (vi) will be made in a manner which (if pursuant to an 
underwritten offering, in the written opinion of the 
underwriter) is intended to effect a broad distribution with 
no Transfers of the Shares to any one "person" or "group" 

(as such terms are defined in and under Section 13 (d) of the 
Exchange Act) if after such Transfers such person or group 
would beneficially hold in excess of 5 percent of Seller's 
Common Stock; or 

(vii) a Trcinsfer permitted pursuant to Rule 144 under 
the Securities Act; provided, that Purchaser will use its 
best efforts to effect as wide a distribution of the Shares 
as is reasonably practicable. 

(b) Definition of Affiliate . For all purposes of this 
Agreement, when used with reference to Purchaser, the word 
"Affiliate" means any person directly or indirectly controlling, 
controlled by, or under direct or indirect control with, 

Purchaser or such other person, as the case may be. For the 
purposes of this definition, "control" when used with respect to 
any specified person means the power to direct the management and 
policies of such person, directly or indirectly, whether through 
the ownership of voting securities, by contract or otherwise, and 
the terms "controlling" and "controlled" have meanings 
correlative of the foregoing. For the purposes of this 
d&finition, "person" includes, without limitation, any 
individual, corporation, partnership, joint venture, trust, and 
any employee pension, profit sharing and other benefit plan and 
trust. As to any individual person, the term "person" means such 
individual's spouse, children, brothers and sisters. 

5.2 No Transfer . Purchaser covenants and agrees that for a 
period of 3 years from the date of this Agreement, without 
Seller's prior written consent, it will not and it will cause 
each of its -Affiliates to not Transfer or otherwise dispose of or 
encumber any of the Shares or any beneficial interest therein 
except as permitted pursuant to this Article 

5.3 Legends and Stop Transfer Orders . 

(a) Legend . During the term of the restrictions and 
covenants of this Article V each of the certificates representing 
the Shares will be registered in the name of Purchaser (except as 
hereinafter permitted), will be subject to stop transfer 
instructions, and will include substantially the following legend 
in addition to any other legends required by the terms of this 
Agreement : 
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THE SHARES REPRESENTED BY THIS CERTIFICATE 
ARB SUBJECT TO CERTAIN LIMITATIONS ON 
TRANSFER SET FORTH IN A STOCK PURCHASE 
AGREEMENT, DATED MARCH 29, 1996, BETWEEN 
MICHAELS STORES, INC. AND QUAYLE LIMITED, 

WHICH MAY BE APPLICABLE TO CERTAIN 
TRANSFEREES. A COPY OF SUCH AGREEMENT IS ON 
FILE WITH THE SECRETARY OF MICHAELS STORES, 

INC. 

(b) Removal of Legend . Such stop transfer 
instructions and legend will be applicable to any disposition of 
the Shares other than pursuant to a public offering of the Shares 
permitted pursuant to Section 5.1{vi). 

5.4 Term and Termination . 

(a) Term . The term of these restrictions and 
covenants in this Article V will . commence on the date hereof and 
will continue for a period of 3 years. 

(b) Termination . Notwithstanding the foregoing, the 
restrictions and covenants in this Article V will terminate 
immediately if individuals who at the date hereof constituted the 
Board of Directors of Seller and any new director whose election 
by the Board or nomination for election by Seller's stockholders 
was approved by a vote of at least two*thirds of the directors 
then still in office, who either were directors at such date or 
whose election or nomination for election was previously so 
approved, have ceased for any reason to constitute a majority 
thereof. 


5.5 Certain Actions . Purchaser agrees that for a period of 
3 years from the date of this Agreement, except within the terms 
of a specific request from Seller, it will not propose or 
publicly announce or otherwise disclose an intent to propose, or 
enter into or agree to enter into, singly or with any other 
person or directly or indirectly, (a) any form of business 
combination, acquisition, or other transaction relating to Seller 
or any majority- owned affiliate thereof, (b) any form of 
restructuring, recapitalization or similar transaction with 
respect to Seller or any such affiliate, or (c) any demand, 
request or proposal to amend, waiver or terminate any provision 
of this Agreement, and except as aforesaid during such period. 
Purchaser will not (i) acquire, or offer, propose or agree to 
acquire by purchase or otherwise, any securities of Seller 
entitled to be voted generally in the election of directors of 
Seller or any direct or indirect options or other rights to 
acquire any such securities ("Voting Securities"), (ii) make, or 
in any way participate in, any solicitation of proxies with 
respect to any Voting Securities (including by the execution of 
action by written consent) , become a participant in any election 
contest with respect to Seiler, seek to influence any Person with 
respect to any Voting Securities or demand a copy of Seller's 
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list of its stockholders or other books and records, (iii) 
participate in or encourage the formation of any partnership, 
syndicate or other group which owns or seeks or offers to acquire 
beneficial ownership of any Voting Securities or which seeks to 
affect control of Seller or for the purpose of circumventing any 
provision of this Agreement, or (iv) otherwise act, alone or in 
concert with others (including by providing financing for another 
Person), to seek or to offer to control of influence, in any 
manner, the management. Board of Directors or policies of Seller. 

5.6 S pecific Performance . Purchaser acknowledges that 
Seller would be irreparably damaged and would not have an 
adequate remedy at law for money damages in the event that any of 
the covenants of Seller in this Article V were not performed in 
accordance with its terms or otherwise were materially breached. 
Purchaser therefore agrees that Seller will be entitled to an 
injunction or injunctions to prevent breaches of such performance 
and to specific enforcement of such covenants in addition to any 
other remedy to which it may be entitled, at law or in equity. 


VI. MISCELLANEOUS 


6.1 Confidentiality . The terms of this Agreement will 
remain confidential; provided, however. Seller may make such 
disclosure in any public filing or announcement as may be 
necessary to ccmiply with applicable law. 

6.2 Survival of Representations. Warranties and Covgnant:a - 
Each of the representations, warranties and covenants in this 
Agreement will survive the consummation of the transactions 
contemplated in this Agreement. 

6.3 Entire Agreement . This Agreement contains the entire 
agreement. between Purchaser and Seller with respect to the 
transactions contemplated hereby and supersedes all prior 
agreements among the parties with respect to such matters. 

6.4 Rights of the Parties . Nothing expressed or implied in 
this Agreement is intended or will be construed to confer upon or 
give any person or entity other than the parties hereto and their 
permitted assigns any rights or remedies under or by reason of 
this Agreement or any transaction conten^lated hereby. 

6.5 Further Assurances . From time to time, as and when 
requested by either party hereto, the other party will execute 
and deliver, or cause to be executed and delivered, all such 
dociiments and Instruments as may be reasonably necessary to 
consummate the transactions contemplated hereby. 

6.6 Applicable Law . This Agreement will be governed by and 
construed in accordance with the laws of the State of Texas 
applicable to contracts made and to be performed in that State, 
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without giving effect to the principles of conflicts of law 
thereof . 

6.7 Interpretation . For purposes of this Agreement, a 
"subsidiary" of a corporation means any corporation more than 
50% of the outstanding voting securities of which are directly or 
indirectly owned by such other corporation. The descriptive 
headings contained herein are for convenience and reference only 
and will not effect in any way the meaning or interpretation of 
this Agreement . 

6.8 Notices . All notices and other communications 
hereunder must be in writing and must be given (and will be 
deemed to have been duly given upon receipt) by delivery in 
person, by cable, telegram, telex, facsimile transmission or 
other standard form of telecommunications, or by registered or 
certified mail, postage prepaid, return receipt requested, 
addressed as follows: 

If to Seller: 

Michaels Stores, Inc. 

5931 Campus Circle Drive 
Irving, Texas 75063 
Attn: General Counsel 
Fax No. : 214-714-1338 

If to Purchaser: 

Quayle Limited 

c/o MeesPierson (tale of Man) Limited 

18-20 North Quay 

Douglas, Isle of Man 

British Isles 

Attention: Andrew Wallis 

Fax No.: 011-44-1624-688-334 


or to such other address as any party may have furnished to the 
other parties in writing in accordance herewith. 

6.9 Counterparts . This Agreement may be executed in any 
number of counterparts, each of which will be deemed to.be an 
original but all of which together will constitute but one 
agreement . 

6.10 Successors and Assigns . This Agreement will be binding 
upon and inure to the benefit of the parties hereto and their 
respective successors and permitted assigns, but will not be 
assigneUale by any party without the prior written consent of the 
other party; provided that any such assignment will not relieve 
the assigning party from any of its obligations hereunder. 
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6.11 Ex penses . Subject to Section 4.7 and 4.8 hereof, all 
costs and expenses incurred in connection with this Agreement and 
the transactions contemplated hereby will be paid by the party 
incurring such expense, 

g.l2 Severability . If any term or other provision of this 
Agreement is invalid, illegal or incapable of being enforced by 
any rule of law or public policy, all other terms and provisions 
of this Agreement will nevertheless remain in full force and 
effect so long as the economic or legal substance of the 
transactions contemplated hereby is not affected in any manner 
adverse to any party hereto. Upon any such determination that 
any term or other provision is invalid, illegal or incapable of 
being enforced, the parties hereto will negotiate in good faith 
to modify this Agreement so as to effect the original intent of 
the parties as closely as possible in an acceptable manner to the 
end that the transactions contemplated by this Agreement are 
consummated to the extent possible. 

IN WITNESS WHEREOF, the parties hereto have duly executed 
this Agreement. 


SELLER : 

MICHAELS STORES , INC . 


By: _Jl 
Name: _g. 






... OnorriS... 

Title: Pl&L. \>p. 


PURCHASER : 


QUAYLE LIMITED, an Isle of Man 
corporation 



Title: 
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THE SECURITIES REPRESENTED BY THIS OPTION HAVE NOT BEEN REGISTERED 
PURSUANT TO THE SECURITIES ACT OF 1933 OR ANY STATE SECURITIES LAW. NEITHER 
THIS SECURITY NOR ANY PORTION HEREOF OR INTEREST HEREIN MAY BE SOLD. 
ASSIGNED, TRANSFERRED. PLEDGED OR OTHERWISE DISPOSED OF UNLESS THE SAME 
IS REGISTERED UNDER THAT ACT AND ANY APPLICABLE STATE SECURITIES LAWS. OR 
UNLESS AN EXEMPTION FROM SUCH REGISTRATION IS AVAILABLE AND SELLER SHALL 
HAVE RECEIVED, AT THE EXPENSES OF THE HOLDER HEREOF, EVIDENCE OF SUCH 
EXEMPTION REASONABLY SATISFACTORY TO SELLER (WHICH MAY INCLUDE, AMONG 
OTHER THINGS, AN OPINION OF COUNSEL SATISFACTORY TO SELLER). 


OPTION AGREEMENT 

This OPTION AGREEMENT (this "Agreement") is made and entered as of December 23, 
1996 between Michaels Stores, Inc., a Delaware corporation ("Seller") and Devotion Limited, an Isle 
of Man corporation ("Purchaser"). 

RECITAL 

Seiler desires to grant and sell to Purchaser, and Purchaser desires to purchase from Seller, 
the option to acquire 1,333,333 newly issued and outstanding shares (the "Option Shares") of 
Common Stock, par value $.10 per share, of Seller (the "Common Stock") on the terms and subject 
to the conditions set forth in this Agreement. 

Seller ami Purchaser her^y agree as follows: 


I. OPTION GRANT 

1 .1 Option . In exchange for $0.50 per Option Share (the "Option Grant Price”), Seller 
hereby irrevocably grants to Purchaser an option (the "Option”) to purchase the Option Shares at 
$10.50 per Option Share (the "Opdon Price”). The Option will terminate and will no longer be in 
effect after 5:00 p.m. Central Tune on F^ruary 2S, 1997 (the "Option Expiration Time”). 

1.2 Exercise of Option . The Option may be exercised, in whole or in part, at any time, 
or foom time to time, from this date to the Option Expiration Time (the "Option Period”). If at any 
time, or from time to time, Purchaser wishes to exercise the Option, in whole or in part. Purchaser 
will notify Seller in writing (each an 'Option Notice”) of the number of Option Shares for which the 
Option is being exercised. 

1.3 Option Price . If Purchaser exercises the OptioD pursuant to Section 1.2, Purchaser 
will to Sdler at the Gosing (as defined below) the aggregate amount equal to the produa of (a) 
the nunto of Option Shares xhat are the subject of the relied Option Notice multiple by Q>) the 
Option Price less tlM Option Grant Price (the "Purchase Price"). 

1.4 The Closing . 

(a) Subject to Section 1 .5, the closing of the purchase and sale of tiie Option 
Shares undn this Agreement (the "Gosing") will take place on the date five business days ^r the 
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Seiler has delivered an Option Notice or such other date as Seller and Purchaser may agree {the 
‘'Closing Date"). “ 

(b) At the Closing, (i) Purchaser will pay to Seller the Purchase Pri<» by wire 
transfer of immediacy available funds to an account or accounts designated by Seller and (11) Seller 
will deliver to Purchaser a single certificate representing the Option Shares registered in the name of 
"Devotion Limited". 

(c) At the Closing Seller will deliver to Purchaser, and Purchaser will deliver to 
Seller, a certificate confirming that their respective represenuiions and warranties set forth in this 
Agreement are true and complete in material respects on the Closing Date as if made on that date. 



(a) Notwithstanding anything to the contrary in this Agreement, the obligation of 
Seller to consummate the sale and purchase of the Option Shares contemplated hereby U subject to 
satisfaction of eadi of the following conditions: 

(i) The Board of Directors of Seiler shall have approved the sale of the 
Option Shares on or before the Qosing Date. 

(ii) The r^resentations and warranties of Purchaser in fois Agreement shall 
be true and complete in all material respects on and as of the Dosing Date. 

(b) Notwidistanding anything to the contrary in this Agreement, the obligations of 
Purchaser to consummate the sale and purchase of the Option Shares contemplated hereby are subject 
to the condition that the representations and warranties made by Seller in this Agreem^t shall be true 
and complete in all materi^ respects on and as of the Dicing Date. 


n. REPRESENTATIONS AND WARRANTIES OF SELLER 

2.1 Oryanttationi Power and Authority . Seller is a corporation duly organized, validly 
existing and in good standing under the laws of the State of Delaware. Seller has requisite corporate 
power and atUhori^ to execute and deliver this Agreement and ip consuaunaie the iraDsactions 
contemplated beret^. The execution and delivery by Seller of this Agreement and the performance 
by it of the transactions contemplated berd)y to be performed by it have been duly authorized by all 
necessary corporate action on the part of Seller. This Agreement has been duly executed and 
delivered by Seller and constitutes a valid and binding obligation of Seiler. 

2.2 Qnitalization. The authorized capital stock of Seller consists of (i) 50,000,000 shares 
of Common Slock, of which as of Decemb^ 10, 1996, 23,560,592 shares were issued and 
outstanding, fully paid and oonassessabie and no shares were held in the treasury, and (ii) 2,000,000 
shares of prefab stock, $. 10 par value per share, of which as of December 10, 1996, no shares 
were outstanding. Upon the issuance of Ae Option Shares fo Purchaser and the paymmt to Seller of 
the Purchase Price, the Cation Shares will be validly issued and outstanding, fully paid and 
nonassessable, and Purchaser will acquire good and valid title to the Option Shares, free and clear of 
any charges, liras or other encumbrances ("Encumbrances") of any kind. Ndther the granting of the 
Option or issuing ray of the Option Shares will violate ray preemptive rights, rights of first refusal or 
ofoer acquisition rights. 
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2.3 rnnsent and Aoprovalc; Nn Violation . Neither the execution and ddivery of this 
Agreement by Seller tmr the consummation by Seller of the transactions contemplated hereby will (a) 
conflict with or result in any breach or violation ot or constitute a default under, any rwte, pledge, 
trust, commitment, agreement or otiier instrument or oWigaton m which Seller is a party of by which 
Seller or any of its properties may be bouiwl, (b) require any consent, approval, authorization or 
permit of, or filing with or notification to, any court, governmental authority or other regulatory or , 
administrative agency or commission, domestic or foreign (’‘Governmental Entity"), or (c) violate any 
stanite or any order, decree, injunction, rule or regulation of any Governmental Entity applicable to 
Seller. 

2.4 SEC Reports: Financial Statements . 

(a) Seller has delivered to Purchaser (i) Its Annual R^rt on Form lO-K for the 
fiscal year ended January 28, 1996 and (ii) its Quarterly Reports on Form lO-Q for each of the fiscal 
quarters ended April 28, 1996, July 28, 1996 and October 27. 1996, respectively, each in the form 
(including exhibits) filed with the Securities and Exchange Commission ("SEC") (collectively, the 
"SEC Reports"). Each SEC Report has been prepared and filed in accordance with all applicable 
rules and regulations of the SEC and at the time of its filing was in compliance with such rules and 
regulations in all material respects. As of their respective dates, the SEC R^rts did not contain any 
untrue staument of a material fact or omit to state a material fact required to be stated drerein or 
necessary to make the statements therein, in light of the circumstances under which they were made, 
not misle^ing. 


(b) Each of the audited consolidated financial statements and unaudited 
consolidated interim financial statemeocs of Seller (and the related notes and schedules) included in the 
SEC Reports present fairly, in all material respects, the consolidated financial position of Seller and 
its coDSolidaud subsidiaries as of the respective dates thereof and tire results of operations and cash 
flows for the respective periods set forth therein, in accordance with generally accepted accounting 
principles consistently applied during the period involved, except as otherwise noted therein and 
subject, in the case of the unaudited interim consolidated financial statunents, to the omission of 
/•Artain Qotes DOt Ordinarily accompanying such unaudited inmrim consolidated financial statements 
and to normal year-^nd adjustments and any other adjustments described therein. 

(c) Except as set forth in the SEC Reports, any other reports filed wifo the SEC 
pursuant to the Securities Exchange Act of 1934, as amended (the "Exchange Act”), that relate to 
Seller, and any public aanouncements made by Seller, since October 27, 1996 there has been no 
material adverse change in the assets, earnings, financial position, business or prospects of Seller and 
its subsidiaries, considered as a whole. 

2.5 No Broket! Finder: Etc. None of Seller or its directors, officers or employees has 
employed any investmem barto, consultant, broker or finder or incurred any HabDiQr for any 
brokerage fees, commissioDS or finders fees in connection with the transactions contemplated under 
this Agre^nent. 


m. REPRESENTATIONS AND WARRANTIES OF PURCHASER 

3.1 Purchase for favestmait . Purchaser acknowledges that the Option and the Option 
Shares have not been registued under the Securities Act of 1933, as amended ('Securities Act"), or 
under any state or foreign securities laws. Purchaser is tK>t an underwriter as such term is defined 
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under the Securities Act, and is purchasing the Option Shares solely for investment with no present 
intention to distribute any of the Option Shares to any person or entity ("Person"). Purchaser will not 
sell or o^erwtse dispose of any of the Option Shares, except in accordai«:e with the registration 
requirements or exemption provisions under die Securities Act and the rules and regulations 
promulgated thereunder, and any other applicable securititt laws. Purchaser hxrther understands (h^ 
the certificate representing the Option Shares will bear the following legend and agrees that it will 
hold the Option Shares subject thereto: 

THE SECURITIES REPRESENTED BY THIS CERTIFICATE 
HAVE NOT BEEN REGISTERED PURSUANT TO THE 
SECURITIES ACT OF 1933- OR ANY STATE SECURITIES LAW. 

NEITHER THIS SECURITY NOR ANY PORTION HEREOF OR 
INTEREST HEREIN MAY BE SOLD, ASSIGNED, 

TRANSFERRED. PLEDGED OR OTHERWISE DISPOSED OF 
UNLESS THE SAME IS REGISTERED UNDER THAT ACT AND 
ANY APPLICABLE STATE SECURITIES LAW. OR UNLESS AN 
EXEMPTION FROM SUCH REGISTRATION IS AVAILABLE 
AND MICHAELS STORES, INC. SHALL HAVE RECEIVED, AT 
THE EXPENSE OF THE HOLDER HEREOF, EVIDENCE OF 
SUCH EXEMPTION REASONABLY SATISFACTORY TO 
MICHAELS STORES, INC. (WHICH MAY INCLUDE. AMONG 
OTHER THINGS, AN OPINION OF COUNSEL SATISFACTORY 
TO MICHAELS STORES, INC.). 

3.2 Suit^ilitv and Sophistication . Purchaser represents and warrants that it (a) is an 
"accredited investor* as defined in Rule 501(a) promulgated under the Securities Act, (b) has such 
knowledge and experience In financial and business matters that it is capable of iDdependaitly 
evalu^ing die rislu and merits of purchasing the Option and the Option Shares, (c) has been provided 
with the opportunity to make a reasonable investigation of Seller, including die opportunity to make 
any inquiries and to request additional information necessary tt> its investment decision, and Seller has 
satisfactorily responded to any inquiries and furnished to Purchaser all requested infortnation, (d) has 
independendy evaluated the risks and merits of purchasing the (^don ^ the Option Shares and has 
indepuidenUy determined that die (3ptioa Shares are a suitable bvestmem for it, and (e) has sufficient 
flaancial resource to bear die loss of its entire investment in the Option and the Option Shares. 

3.3 rrtn<am and Approvals: No Violation . • Neither the execution and delivery of this 
Agreement by Purchaser nor the consummation by Purchaser of the transactions contemplated hereby 
will (a) conflia with or result to any breach or violtboo of, or constitute a default under, any note, 
pledge, trust, commitinrat. agreement or other instrum^ pr obligation to which Purcbuer is a par^ 
or by which Purchaser or ai^ of its properties may be bound, ijo) require any consent, approval, 
audiorization or penniC of, or ffling wi^ or notificatioD to, any Cjovemmental Entity, or (c) violate 
any st^m or any order, decree, iDjuDction, rule or regulation of any Governmental Entity applicable 
to Punbaser. 

3.4 No Agreements . Purchaser acknowledges that there are no agreemems, arrangements, 
commitments or uDderstandings relating to any of the Cation Shares exc^t pursuant to this 
Agreement. 

3.5 No Broker: Finder: Ete. None of Purchaser or its directors, officers, ag&ats or 
employees has employed any investment banker, consultant, broker or finder or incuned any liability 


DLMAINOZ Doc 248S32 1 


CONFIDENTIAL 

SECI00051095 

PSI00062962 



2944 


for any brokerage fees, commissions or finders fees, m connection with the transaaions contemplated 
under this Agreement. 


rV. REGISTRATION RIGHTS 

4. 1 Registration . Upon receipt of a written request (the "Registration Notice") by 
Purchaser 2 X any time after one year from the date of the initial Closing, Seller shall cause to be filed 
as soon as practicable a registration smement (a "Shelf Registration Statement") under the Securities 
Act on Form S-3 or any oth» appropriate form under the Securities Act for an offering to be made 
on a delayed or continuous basis pursuant to Rule 4!S thereunder or any similar rule that may be 
adopted by the SEC and permitting sales in ordinary course brokerage or dealer transactions not 
involving an underwritten public offering (and shall register or qualify the shares to be sold in such 
offering under such other securities or "blue sky* laws as required pursuant to this Section 4.1) 
covering no less than die ^regale number of Option Shares then held by Purchaser (diose Option 
Shares together with any shares of Common Stock or other securities that may subsequently issued 
with respea to the (^tion Shares as result of a stock split or dividend, reclassification, or 
combination of shares or any sale, transfer, assignment or other transaction by Seller or Purchaser 
involving the Option Shares and any securities into which the Option Shares may thereafter be 
changed as a result of merger, consolidation, or rec^italizulon or otherwise are referred to as the 
"Registrable Shares”) so that the Registrable Shares will be included in an effective registration 
statement under the Securities Act Seller shall use its reenable efforts to cause the Shelf 
Registration Statement to be declared effective by the SEC on or before 90 days following Sdler’s 
receipt of the Registr^on Notice. Seller shall use its reasonable efforts to keqp the Shelf Registration 
Statement continuously effective (and to register or qualify the shares to be sold in such offering 
under such other securities or "blue sky* laws as required punuant to this Section 4.1) for so long as 
Purdias^ bolds any Registrable Shares or until Selltf has caused to be ddivered to Purchaser an 
opinion of counsel, which counsel shall be reason^ty acceptable to Purchaser, stating that the 
Registrable Shares may be sold by Purchaser pursue to Rule 144 without regard to any volume 
limitations and that Seller has satisfied the iofonnational requirements of Rule 144. Seller shall file 
any necessary listing applicarions or amendments to existing applications to cause the Registrable 
Shares to be listed on the primary exchange or quotation system on which its shares of Common 
Stock are then listed, if any. Seller will use reasonable efforts to register or qualify the R^istrabte 
Shares under such other securities or "blue sky" laws of such jurisdictions as Purchaser may 
reasonably request and do any and all other acts and things that may be reasonably necessary or 
advisable to register or qualify for sale in such Jurisdicdons the Registrable Shares owned by 
Purdiaser; provided that Sdler shall not be required to CO qualify generally to do business In any 
jurisdiction where it is not then so qualified, (ii) subject itself to taxatioD in any such jurisdiction, 

(ill) consent to geoenl service of process in any such jurisdktion, or Civ) provide any undertaking 
required by such other securiries or "blue sky" laws or make any change in its charm or bylaws that 
the Board of Directon of Seller detennines in good faith to be contrary to the best interest of Seller 
and Its stockfaolden. Notwithstanding die foregoing, if Sdler shall furnish to Purchaser a certificate 
signed by the chief executive officer of Seller stating that in the good faith judgment of the Board of 
Directors of Seller it would be signiffcantly disadvantageous to Seiler and its stockholders for the 
Shelf Registration Statement to be amended or supplemented. Seller may defer such amending or 
supplementing of such Shelf Registration Statement for not more than 45 days and in such event 
PurcbasM^ shall be required to discontinue disposition of any Registrable Shares covered by such Shelf 
lUgistratioo Statement during such period. 


OLMAIN02 Doc 248SS_1 


-5- 


CONFIDENTIAL 

SECI00051096 

PSI00062963 



2945 


4,2 Oistributinn of Registrable -Shares . If Purchaser intends to distribute the Registrable 
Shares covered by the Shelf Registration Statement by means of an underwriting. Purchaser shall so 
advise Seller. In that event, the underwriting shall be managed by an underwriter or underwriters 
selected by Purchaser that are reasonably acceptable to Seller (which approval shall not unreasonably 
be withheld). Purchaser shall have the right to negotiate with the underwriters and to determine all 
terms of the underwriting, including the gross price and net price at which the Registrable Shares are 
to be sold. Seller shall enter into an underwriting agreement in customary form with the underwriter 
or underwriters selected as above provided and any representations and warranties of Seller 
thereunder to and for the benefit of the underwriters shall also be made to and for the benefit of 
Purchaser. Seller will furnish to Purchaser and the underwriters (i) an opinion of counsel for Seller, 
addressed to Purchaser and the underwriters, dated the date of the closing under the underwriting 
agreement, and (ii) a "comfort letter" signed by the independent public accountants who have certified 
Seller's financial statements included in the Shelf Registration Sutement, addressed to Purchaser and 
the underwriters; provided however , that (1) the opinion and ‘comfort letter* shall cover substantially 
the same matters with respect to the Shelf Registration Statement (and the prospectus included therein) 
as are customarily covered in opinions of issuer’s counsel and in accountants letters delivered to 
underwriters in underwritten public secondary offerings and sucb other matters as Purchaser may 
reasonably request, and (ii) the "comfort letter" shall also cover events subsequent to the date of such 
financial statements. 

4 3 Fiimish Information . In connection with the Shelf Registration Statement, Purchaser 
will (a) cooperate with Seller m effect such registration and to main ta in the effeaiveness thereof, (b) 
promptly and accurately furnish any information reasonably requested by Seller concerning Purchaser 
and the proposed distribution by Purchaser, and (c) promptly comply with all applicable requirements 
of the Securities Act, the Exchange Act and any other ^plicable fedaal or state laws, including, but 
not limited to, furnishing Seller such information regarding Purchaser, the Registrable Shares held by 
it and the intended method of disposition of such securities as reasonably required in connection with 
the action to be taken by Seller pursuant to this Agreement. 

4.4 PToenses of Revistration . Seller will bear all expenses incurred in effecting any 
registration pursuant to this Agreement, including without limitation, all registration, qualification and 
filing fees, printing expenses, escrow fees, fees and disbursements of counsel for Seller, blue sky fees 
and expenses, expenses of any regular or special audit incident to or required by any such 
registration, but will not include any expenses payable by Purchaser under this Section 4.4. 

Purchaser will pay in connection with any registration of hs Registrabie Shares any underwriting 
discounts, selling commissions, fees or disbursements of Purchaser's counsel or of any advisor to 
Purchaser not retained by Seller, or fees and expenses incident to preparation of information by 
Purchaser, and expenses incuned in connection with the qualification of the Registrable Shares in a 
jurisdiction that requires those expenses to be paid by a selling sbarebolder. 

4.3 Registration Procedure. 

(a) Seller will keep Purchaser advised in writing of the initiation and the completion 
of registration, qualification and compliance effected by Seller under this Agreement. 

(b) At its expense, Seller will: 

CO prepaie and file with the SEC such amendments and supplements to the 
Shelf Registration Statement and the prospectus used in connection therewith as may be 
necessaiy to keep the Shelf Registration Statement effective for the period described in Section 
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4.1(a) and to comply with the provisions of the Securitttt Act with respect to the sale or other 
disposition of the Registrable Shares whenever the Purchaser shall desire to sell or otherwise 
dispose of the Registrable Shares within that period; 

(ii) furnish to Purchaser and any underwriters such numbers of copies of the 
Shelf Registration Statement, amendments and supplements thereto, the prospectus included in 
the Shelf RegistrMion Statement including any preliminary prospectus, and any amendments 
or' supplements thereto, and such other documents, as Purchaser and any underwriters may 
reasonably request in order to facilitate the sale or other disposition of the Registrable Shares; 

(iii) use its reasonable efforts to comply with all applicable rules and 
regulations of the SEC, and malce available to its security holders, as soon as reasonably 
practicable, an earnings statement covering the period of at least twelve months, beginning 
with the first fiscal quarter beginning after the effective date of the registration statement, 
which earnings statement shall satisfy the provisions of Section 1 1(a) of the Securities Act; 
and 


(iv) notify Purchaser at any time when a prospectus relating to tbt 
Registrable Shares is required to be delivered under the Securities Act, of the happemng of 
any event of which Seller has knowledge as a result of which the prospectus included in the 
Shelf Registration Statement, as then in effect, contains an untrue statement of a matenal fact 
or omits to state a material fact required to be stated therein or necessary to make the 
statements therein not misleading in the light of the circ m nsta ito es then existing. 

4.6 Post ponement of Registration . If after any registration statement including Registtable 
Shares has b eco me effective there exists in the opinion of Sdler’s management matenal non-public ^ 
information about Seller which has not been released and which, in the tenable opinion of Seller’s 
managramot, would not be advisable to release, then upon receipt of notice from Seller, Purchaser 
wUl not offer or sell or permit to be offered or sold any of the Registrable Shares for such tinw as 
Seller believes such condition is continuing. If the offering is not completed because of Seller’s 
exercise of its rights hereunder. Seller wUl reimburse Purchaser for all of its expenses incurred in 
connection with the terminated offering. 

4.7 Indemnification b^Sdlgg . 

(a) Seller will indemnify Purchaser, its directors, officers, employees, and agents, 
and any person controlling foe Purchaser (within foe meaiung of foe Securities Act) and each 
underwnter, if any, of foe Registrable Shares and each person controlling foa underwriter (within the 
meaning of foe Securities Act), against all claims, losses, expenses, damages, liabilities and actions 
("Qaims") in respect of nainm QncludiDg any Oaim incurred in settleoieDt of any litigation, 
commenced or foreatened) arising out of or based on (i) ssy untrue statement or alleged untrue 

of a mat^al fart in ai^ prospectus or any related registration sutemeot, or any amendment 
or supplement thereto, or any notificatioa or foe like incident to any such registration, or any 

or supplement thereto, or any qualification or compliance, or (ii) any omission or alleged 
omission to state in any such prospectus or related registration sta t emen t incxleot to such registration, 
qualification or compliance, a material fact required to be stated in it or necessary to make that 

in it not miKl ftadin g in light of foe circumstance in which foe statemmit was made, or (iii) 
any violation by Sdler of any rule or regulation promulgated under foe Securities Act applicable to 
Seller and relidng to action or inaction required of Seller in connection with any such registration, 
qualification or compliance; provided, however, that foe Indemnity agre^nent contained in this 


DLMAlNm Doc 24SS32_1 


CONFIDENTIAL 

SECI00051098 

PSI00062965 



2947 


Section 4.7(a) will iiot apply (A) to amounts paid in settlement of any Claim if sucb settlement is 
effected without the-consent of Seller (which consent will not be unreasonably withheld) and (B) with 
respect to any untrue statement or omission or alleged untrue statement or omission made in any 
preliininary prospectus or the prospectus or the prospectus as amended or supplemented, but 
eliminated or remedied in the prospectus or the prospectus as amended or supplemented, and will not 
inure to the benefit of Purchaser, its directors, officers, employees, agents, or any underwriter (or to 
the benefit of any person who controls Purchaser or such underwriter within the meaning of the 
Securities Act) from whom the person asserting the Claim purchased any of the Registrable Shares, if 
a copy of the prospectus (as then amended or supplemented and provided to Purchaser) was not sent 
or given to such person through no fault of Seller at or prior to the time such action is required by 
the Securities Act, nor will Seller be liable in any such case for any Claim to the extent that it arises 
out of or is based upon (1) any untrue statement or alleged untrue statement of a maerial faa 
contained in any registration statement, including any preliminary prospectus or final prospectus 
contained therein or any amendments or supplements thereto, (2) the omission or alleged omission to 
st^ therein a material fact required to be stated therein, or necessary to make the statements therein 
not misleading, or (3) any violation or alleged violation by Seller of the Securities Act, the Exchange 
Act. any state securities law or any rule or regulation promulgated under the Securities Act, the 
Exchange Act or any state securities law (collectively a “Violation") which occurs in rdianw upon 
and in conformity widi written information furnished for use in conneaion with such registration by 
or on b^alf of Purchaser (with respect to a Qaim by Purchaser under this Section 4.7(a)) or such 
underwriter or controlling person (with respect to a Claim by such underwriter or controlling person 
under this Section 4.7(a)). 

(b) Seller will reimburse Purchaser, its directors, officers, employees, agents, and 
coQtrolliog person and each sucb underwriter or controlling person for any legal or any other 
expenses reasonably incurred in connecdon with investigating or defending any Claims provided, 
however, that the reimbursement provisions contained in this Section 4.7(b) will not apply (i) to 
amounts paid in sffllement of any Qaim if such settlement is effected without the consent of Seller 
(which consent will not be unreasonably withheld) and (ii) widi respect to ar^ untrue stai^nent or 
omission or alleged untrue statemeot or omission made in any preliminary prospectus or the 
prospectus or the prospectus as amended or supplemented, but eliminated or remedied in the 
prospectus or the prospectus ss amended or supplemented, and will not inure to the benefit of 
Purchaser, Its directors, officers, employees, agents, and controlling person or any underwriter (or to 
the benefit of any person who controls such undowriter within the meaning of the Securities Act) 
from whom the person asserting any Claim purchased any of die Registrable Shares, if a copy of the 
prospectus (as then am emied or supplemented and provided to Purchaser) was not sent or given to 
such person through no fault of Seller at or prior to the time sucb action is required by the Securities 
Act, nor will Seller be liable in uy such case for any Qaim to the extent that it arises out of or is 
based upon a Violation which occurs in reliance upon and in conformity with written infonnation 
furnished for use in connection with such registration by or on behalf of Purchaser (widi respect to a 
claim for rdmbursemeot by Purchaser, its directors, officers, employees, agents, and controlling 
person undo this Se^ion 4.7(b)) or such underwriter or controlling person (with respect to a claim 
for reimbursement by such underwriter or controlling person under teis Section 4.7(b)). 

4.8 bv Porchaser . 

(a) Purchaser hereby indemnifies Seller, its directors, officers, employees, agents, 
and any person controlling Seller (within the meaning of the Securities Aa) eadi underwriter, if any, 
of Sello’s securities covoed by such registr^oo statemei^ each poson who controls that 
underwriter (within the meaning of the Securities Act) against all Qaims Cmcluding any Qaim 
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incurred in settlement of any litigation commenced or settled) arising out of or based on CO any untrue 
statement or aJieged-untrue statement of a material fact in any prospectus or any related registration 
statement, notification or the like, incident to such registration, qualification or compliance, or (ii) 
any omission or alleged omission to state in any such prospectus or any related registration statement, 
qualification or compliance, a material fact required to be stated in it or nece^ary K) make the 
statement(s) in it not misleading in light of the circumstance in which the statement was made, or (iii) 
any violation by Purchaser of any rule or regulation promulgated under the Securities Act applicable 
10 Purchaser and relating to aaion or inaaion required of Purchaser in connection with any such 
registration, qualification or compliance; provided, however, that the indemnity agreement contained 
in this Section 4.8(a) will apply to any Claim only to the extent that it arises out of or is based upon a 
Violation which occurs solely in reliance upon and In conformity wiA wricfon information furnished 
expressly for use in connection with such registruion by or on behalf of Purchaser, and provided 
further that Purchaser will have no liability hereunder if (A) any such written information contained 
an untrue statement or omission or alleged untrue statement or omission that was subsequently 
corrected in writing by Purchaser and furnished to Seller or the underwriter In sufficient time for 
incorporation into the final prospectus, or (B) Seller pays any amounls in settlement of any such 
Qaim If such settlement is effected without foe consent of Purchaser (which consent whl not be 
unreasonably withheld). 

fo) Purchaser will reimburse Seller and its directors, officers, employees, agents 
and controlling person (within foe meaning of foe Securities Act) each underwriter, and each person 
controU'mg that underwriter (within the meaning of foe Securities Act) for any legal or any other 
expenses reasonably incurred in connection with investigating or defending any such Claim; provided, 
however, that foe reinfoursement provisions contained in this Section 4.8(b) will apply to any such 
ri ffjm only to foe extent that it arises out of or is based upon a Violation which occurs in reliance 
upon and in conformity with written information furnished expressly for use in conneaion with such 
registration by or on behalf of Purchaser. 

4.9 Notice . Promptly after receipt by an indemnified party under Section 4.7 or 4.8 of 
notice of foe commencement of any action (including, but d<» limited to, any action by a 
Government^ Entity), such indemnified party will, if a Qaim in respect thereof is to be made against 
any indemnifying party under Sections 4.7 or 4.8, deJiv«- to foe indannifying par^ a written notice 
of foe commencement thereof and foe indeoanifying party will have foe ri^t to participate in, and, to 
the extent foe indemnifying parry so desires, jointly with any other indemnifying parQr similarly 
noticed, to assume foe defense thereof with counsel mutually satisfactory to foe parties and foe 
indemnified party wilt bear foe fees and expenses of any additional counsel thereafter retained by it; 
provided, however, that indemnified parties will have foe right to retain counsel to represent all 
indemnified parties, with foe foes and expenses to be paid by foe indemnifying party, if representation 
of such indemnified parties by foe counsel retained by foe Indemnifyuig party would be inappropriate 
due to actual or potential material differing interests betwera such indemniM parties and ai^ other 
parfy r^resented by such counsel in such proceeding. The failure to deliver written notice to foe 
indemnifying party wifoin a reasonable time of foe commencemefo of any such action, if prejudicial 
to its ability to defoml such actioa, will relieve such indemnifying parfy of any liability to foe 
indemnified party under Section 4.7 or 4.8, but foe omission so to deliver written notice to foe 
indemnifying parfy will not relieve it of any liability foat it may have to any i n de mn ified party 
ofoerwise than un^ Section 4.7 or 4.8. 
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4.10 ContrifautiQn . 

(a) If for any reason the indemnification provided for in Section 4.7 or 4.8 is 
unavail^le to an indemnified party or insufficient to hold it hornless as contemplated by such 
sections, then the indemnifying party will contribute to tl» amount paid or payable by the indemnified 
party as'a result of any Claim in such proportion as is appropriate to reflect not only the relative 
benefits received by the indemnified party and the indemnifying party, but also the relative fault of 
the indemnified party and the indemnifying party, as well as any other relevant equitable 
considerations; provided, however, that, in any such case, 0) Purchaser will not be required to 
contribute any amount in excess of the sales price of all Registrable Shares sold by Purchaser 
pursuant to such registration statement, and (ii) no party guilty of a fraudulent misrepresentation 
(within the meaning of Section n(f) of the Securities Act) will be entitled to contribution from any 
other party who was not guilty of such fraudulent misrepresentation. 

Qo) Promptly after receipt by a party of notice of the commencement of any 
action, suit or proceeding m connection with a public offwing of Common Stocic, such party will. If a 
claim for contribution in respect thereof is able to be made against another party, notify the 
contributing party of the commencement thereof. The (Mnission to notify the contributing party will 
not relieve it from any liability which it may have to any other party other than for contribution under 
the Securities Act. In case any such action, suit or proceeding is brought against any party, and such 
party notifies a contributing party of the commencement thereof, the contributing party will be 
entitled to participate therein with the notifying party and any other contributing party similarly 
notified. 

4.11 ^*and-nfr Agreement . Purchaser will not, to the extent requested by Seller 

or the underwriter(s) managing any underwritten offering of S^Im*s securities, sell, make any short 
sale of, loan, grant any option for the purchase of or otherwise transfer or dispose of any Option 
Shares (otiier than those included in the underwritten offaing) without tiie prior written consent of 
Seller or such underwriters for such period of time as Sdler or the underwriters may specify 
commencing up to 7 days before the anticipated effective date of an underwritten registration of 
Seller’s securities and extending up to 120 days afier that effective date. In order to enforce the 
foregoing, Selltf may Impose stop-transfer instructions with respect to the Option Shares. 


V. 


For a period of 3 years from the date of the initial Closing, 
Purchaser covenants and agrees duit it will not and it will cause each of its 'Affiliates" (as hereinafter 
defined) to not directly or indirectly sell, tender, transfer, pledge, hypothecate or otherwise dispose 
of, or offer or agree to do any of the foregoing ("Transfw"), any interest in the Option Shares which 
may be owned "beneficially* (as that term is defined in Rule 13d-3 under the Exchange Act) or of 
record by it and such Affiliates, excq)t: 

(0 a Transfer to any person or entify who or which agrees to be bound by all 
the provisions of this Article V; 
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(ii) a Transfer to any person or enti^ who or which has made a lender offer 
for Seller’s Common Stock, but only if the Board of Directors of Seller has recommended 
acceptai^ of such tender offer to the stockholders of Seiler; 

(iii) a Transfer to Seller or any of its Subsidiaries; 

(iv) a Transfer to an Affiliate of Purchaser which is (or agrees to become) a 

party hereto; 


(v) a Transfer which is a bona fide pledge of, or grant of . a security interest 
In, the Option Shares to an institutional, commercial, or other bona fide lender (including 
without limitation any securities brokerage) for money borrowed; 

(vi) a Transfer in coni^tion with ai^ registration statement of Seller that is 
declared effective during the term of this Article V and includes the Option Shares as a result 
of exercise of the registration rights granted pursuant to this Agreement; provided, however, 
that any such disposition by Purchaser or an underwrite pursuant to this Section 5.1(vi) will 
be made in a manner which (if pursuant to an underwritten offeing, in the written opinion of 
the underwriter) is intended to effect a broad distribution with no Transfers of the Option 
Shares to any one "person" or "group* (as such terms are defined in and under Section 13(d) 
of the Exdiange Act) if after such Transfers such peson or group would beneficially hold in 
excess of S percent of Seller’s Common Stock; or 

(vii) a Transfer p^mitted pursuant to Rule 144 under the Securities Act; 
provided, that Purchaser will use its best e^orts to effect as wide a distribution of the Option 
Shares as is reasonably practic^le. 

^) Definition of Affiliate . For all purposes of this Agreement, when used with 
reference to Purchaser, the word "Affiliate* means any person directly or indirectly controlling, 
controlled by, or under direa or indirect control with, I^rchaser or such other person, as the case 
may be. For the purposes of this definition, "control” when used with respect to any specified person 
means the power to direct the managemoit and policies of sudi person, directly or indirectly, whether 
dirough the ownership of voting securities, by contract or otherwise, and the terms "controlling” and 
"controlled" have meanings correlative of the foregoing. For the purposes of this definition, 

"person” includes, without limitatioB, any individual, corporation, partnership, joint venture, trust, 
and any employee pension, profit sharing and other benefit plan and trust. As to any individual 
person, the term "poson* means such individual's spouse, diildren, brothers and sisten. 

S.2 Transfisr - Purchaser covenants and agrees that for a period of 3 years from the 
date of the initial Qosiog, without Seller’s prior written consem, it will not and it will cause each of 
its Affiliates to not Transfer or othowise dispose of or encumb^ any of the Option Shares or any 
beneficial inmest therein except as pennitted pursuant to this Article V. 

53 Legends and Stop Transfer Orders . 

(a) Legend . During die term of the restrictions and covenants of this Article V 
ead) of the certificates representing the Option Shares will be registered in the name of Purchaser 
(except as hereinafl^ permitted), will he subjea to step transfer instructions, and will include 
substantially the following legend in addition to any other legends required by the terms of this 
Agreement: 
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THE SHARES REPRESENTED BY THIS CERTIFICATE ARE 
SUBJECT TO CERTAIN LIMITATIONS ON TRANSFER SET 
FORTH IN A STOCK OPTION AGREEMENT, DATED 
DECEMBER 23, 1996, BETWEEN MICHAELS STORES, INC. 
AND DEVOTION LIMITED, WHICH MAY BE APPLICABLE TO 
CERTAIN TRANSFEREES. A COPY OF SUCH AGREEMENT IS 
ON FILE WITH THE SECRETARY OF MICHAELS STORES, INC. 


(b) Removal of Legend . Such stop transfer instructions and legend will be 
applicable to any disposition of the Option Shares other than pursuant to a public offering of the 
Option Shares permitted pursuant to Section 5.1(vi). 


5.4 Term and Termination . 


(a) Term . The %rm of these restrictions and covenants in this Article V will 
commence on die date h^eof and wilt continue for a period of 3 years after the initial Qosing. 


(b) Terminarinn , Notwithstanding the foregoing, the restrictions and covenants In 
this Article V will terminate immediately if individuals who at the date hereof constituted the Board of 
Directors of Seller and any new director whose election by the Board or Dominion for election by 
Seller’s stockholders was approved by a vote of at least two-thirds of the directors then still in office, 
who either were directors at such date or whose election or nomination for election was previously so 
qiproved, have ceased for any reason to constitute a majort^ tiiereof. 

5.5 ffirtatn Actions . Purchaser agrees that for a period of 3 years after the initial 
Closing, except within the terms of a specific request from Seller, it will not propose or publicly 
annrtiinrjt or ofoeTwise dlsclose an intent to propose, or enter into or agree to enter into, singly or 
with any other person or directly or indirectly, (a) any form of business combination, acquisition, or 
other transaction relating to Seller or any majorityowned affiliate thereof, (b) any form of 
restructuring, recapitalization or similar transaction with re^>ect to Seller or any such affiliate, or (c) 
any demand, request or proposal to amend, waiver or terminate any provision of this Agreement, and 
except as aforesaid during such period, Purdiasa will not 0) acquire, or offer, propose or agree to 
acquire by purchase or otherwise, any securities of Selttf entitled to be voted generally in the eleaion 
of directors of Seller or any direct or indirect options or other rights to acquire any such securities 
("Voting Securities”), (ii) make, or in any way participate in, any solicitation of proxies with respect 
to any Voting Securities (iocludiog by the execution of ^ion by written consent), become a 
participant in any election contest with respect to Seller, seek to influence any Person with respect to 
ai^ Voting Securities or a copy of Seller’s list of its stockholders or other books and records, 

(iii) partic^t^ or encourage ^ formation of any paitziership, syndicate or otha group which 
owns or seeks or offers to acquire beneficial ownership of any Voting Securities or which seeks to 
affect control of Seller or for the purpose of circumventing any provision of this Agreement, or (iv) 
otherwise act, alone or in concert wiA others (including providing financing for aootiier Person), 
to seek or U) offer to control of influoice, in any manner, the managmneiit. Board of Directors or 
policies of Srii^ . 

5.6 Specific Performance . Purchaser acknowledges that Seller would be irreparably 
damaged and would not have an adequate remedy at law for money damages in the event that any of 
the covenants of Sdl«’ in diis Article V were not performed in accordance with its tmms or otiierwise 
were materially breached. Purchaser therefore agrees that Sello^ will be entitled to an injunction or 
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injunctions to prevent breaches of such performance and to s{^ific enforcement of such covenants in 
addition to any other remedy to which it may be entitled, at law or in equity. 


VI. MISCELLANEOUS 

6.1 Confidentiality . The terms of this Agreement will remain confidential; provided, 
however. Seller may make such disclosure in any public filing or announcement as may be necessary 
to comply with applicable law. 

6.2 Survival of Reoresentatior^. Warranties and Covenants . Except as provided in this 
Agreement, each of the representations, warranties and covenants in this Agreement will survive the 
consummation of the transactions conmmplated in this Agreement. Article IV and V will have no 
force or effect until Purchaser has delivered an Option Exercise Note to Seller undw Section 1.2 and 
acquired any or all of the Opdon Shares. 

6.3 Entire Agreement . This Agreement contains the entire agreement between Purchaser 
ami Seller with respect to the tr^actions contemplated her^y and supersedes ail prior agreements 
anx>ag the parties widi respect to such matters. 

6.4 Rights of the Parties . Nothing expressed or implied in this Agreonent is intended or 
will be construed to confer upon or give ^y person or enti^ other than the parties hereto and their 
permitted assigns any rights or remedies under or by reason of this Agreement or any transacUon 
contemplated her^. 

6.5 Further Assurances . From time to time, as and when requested by either party 
hereto, the other party will execute and deliver, or cause to be executed and delivered, ail such 
documents and instruments as may be reasonably necessary to consummate the transactioas 
contemplated herdiy. 

6.6 A pplicable Law . This Agreement will be governed by and construed in accordance 
with die laws of the State of Texas applicable to contracts made and to be performed in that State, 
without giving effect to the principles of conflicts of law thereof. 

6.7 Interoretatioa . For purposes of this Agreement, a "subsidiaiy'' of a coiporarion 
means any corporarion more than 50% of the outstanding voting securities of which are directly or 
iodireoly owned by such other coq;K)rarioD. The descriptive headings contained herein are for 
convenieoce and rrfereoce only and will not effect in any way the meaning or interpretation of this 
Agreemem. 

6.8 Notices . All notices and other communications hereunder must be in writing and 
must be given (and wfll be deemed to have been duly givra upon receipt) by delivery in person, by 
cable, telegram, telex, facsimile transmission or other standard form of telecommunications, or by 
registered or cerdfied maU, postage prepaid, return receipt requested, addressed as follows: 
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If to Seller: - 

Michaels Stores, Inc. 

8000 Bent Branch Drive 
Irving, Texas 75063 
Atm: General Counsel 
Fax No.; 214-409-1965 

If to Purchaser: 

Devotion Limited 

c/o Trident Trust Company (lOM) Limited 

100 Marktt Street 

P. 0. Box 175 

Douglas, Isle of Mao 

British Isles IM99nT 

Attention: David Bester 

Fax No.: 011-44-1624-620-588 


or to such other ^dress as any party may have furnished to die other parties in writing in accordance 
herewith. 

6.9 Counterparts . This Agre^nent may be executed in any number of counterparts, each 
of which will be deemed to be an original but all of which together will constitute but one agreement. 

6. 10 .Successors and Assigns . This Agreement will be binding upon and inure to the 
benefit of the parties hereto and their respective successors and pemutted assigns, but will not be 
assignable by any party without the prior written consem of the other party; provided that any such 
assignment will not relieve the assigning party from any of its obligations hereunder. 

6.11 Subject to Section 4.7 and 4.8 hereof, all costs and expenses incurred in 
conneaion with this Agreement and the transactions contemplated hereby will be paid by the party 
incurring such expense. 

6.12 Severability . If any term or other provision of this Agreement Is invalid, illegal or 
incapable of being enforced by any rule of law or public policy, all other terms and provisions of this 
Agreement will nevertheless remain in full force and effect so long as the economic or legal substance 
of the transactions cont^plated her^y is not affected in any manner adverse to any party hereto. 
Upon any such detcrminatioa that any term or other provision is invalid, ill^al or incapable of being 
enforced, the parties hereto will n^otiate in good faith to modify this Agreement so as to effect the 
original intent of the parties as closely as possible in an acceptable manner to tbe end that the 
transactions com^nplated by this Agreement are consummated to the extent possible. 
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IN WITNESS WHEREOF, the parties hereto have duly executed this Agreement. 


SELLER : 

MICHAELS STORES. INC. 


By: _ 
Name: 
TMe: 


PURCHASER : 

DEVOTION LIMITED 


By: _ 
Name: 
Tide: 
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THE SECOMTES REPRESENTED BY THIS OPTION HAVE NOT BEEN REOtSTERED 
PURSUAOT tO tHE SECURTTlES ACT OF 193108 ANYOTATESEGUSmES LAW. NEITHER 
THIS SECURITY NOR ANY PORTION HEREOF OR INTEREST HEREIN MAY BE SOLD, 
assigned, TRANSFERRED. PLEDGED OR OTHERWISE DISPOSED OF UNLESS THE SAME 
IS REGISTERED UNDER THAT ACT AND ANY APPLICABLE STATE SECURITIES LAWS, OR 
UNLESS AN EXEMPTION FROM SUCH REGISTRATION IS AVAILABLE AND SELLER SHALL 
HAVE RECEIVED, AT THE EXPENSES OF THE HOLDER HEREOF. EVIDENCE OF SUCH 
EXEMFTION REASONABLY SATISFACTORY TO SELLER fWHICH MAY INCLUDE, AMONG 
OTHER THINGS, AN OPINION OF COUNSEL SATISFACTORY TO SELLER). 


OPTION AGREEMENT 




This OPTION AGREEMENT (this "Agreement'') is nude aisd entered as af Deeoniber 23, 
I99fi between Michaels Stores. Inc., a Delaware corporation ("Seller') and Elegance Limited, an Isle 
of Man corporation ("Purchaser"). 


RECITAL 

Seller desires la grsnt and leU to Purcbsser, and Purchaser desires in purchase from Seller, 
the option to acquiie 666,(567 newly issued and outstanding shares (the "Option Shares") at Common 
Stock, par value $. 10 per share, of Seller (the “Common Stock") on the terms and subject to the 
condWoDS set forth in this Agreement. 

Seller and Purchaaer hereby agree as follows: 


I. omQK.SBAffl'. 

1.1 Potion . In eschangelbrSO.SO per Option Share (the "Option Grant Price"), Seller 
hereby icrevocahly grants to Purchaser an option (the "Option") to purchase the Oprion Shares at 
110.50 per Oprion Share (die "Option Price"). The Option will tereiinate and will no tonger be In 
eifrct after S:QQ p.m. Caotial Time on February 2g, 1997 (the "Option Expiration Time”). 

1 .2 Exercise of Option . The Option nay be exercised, in whole or in st sny time, 
or from time to time, (him this dete to the Option ^iradon Time (the "Option Period"). It at any 
time, or (tom time to time, Purchaser wishes to exercise me Option, In whole or In pan, Pundtaser 
will nod^ Seller in writing (each an "Option Notice") of the number of Option Shares for which the 
Option is being exereiied. 

1.3 Option Price . If Purchaser exercisa the Coition pununnt to Section 1.2, Purchaser 
will pay to Sdler a the Qosing (as defined below) the aggregate amount equal to the product of (a) 
the number of Option Shares that are the subject of the related Option Nodre muldplM by (b) the 
Option Price leas the Option Grant Price (the "Purchese Price"). 

1.4 Thcaaslng. 

(a) Subject to Section 1 .5, She ctosing of the puichaae and tale of die Option 
Shares under this Agreement (the "CTosing") srill take place on the date five business days after the 
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Seller has delivered an Cation Notice or such other date as Seller and Purchaser may agree (the 
"Closing Dae‘!i. 

(h) At the Closing, fi) Purchaser will pay to Seller die Purchase Price by wire 
transfer of immediately available funds to an account or accounts designated by Sdlet and (ii) Seller 
will deliver to Purchaser a single certificate representing the Option Shares registwed in the name of 
"Blegance Limited". 

(e) At the aosing Seller will deliver to Purchaser, and Purchaser will deliver to 
Seller, a certifieate confirming that their respective representations and warranties set forth in this 
Agreement are true and complete In all material respects on the Closing Date as if made on that date. 

1.S Condition to aosing . 

(») Notwithstanding anything to the contrary in this Agreement, the obligation of 
SNler to consummate die sale and purchaae of the Option Shares contemplated hereby is subject to 
salisfaalon of each of the following conditions; 

(i) The Board of Directors of Seller shall have approved the sale of the 
Option Shares on or before the Closing Dste. 

(ii) The representations and warranties of Purchaser in this Agreement shall 
be true and complete in all material respects on and as of the Oosing Date. 

(b) Notwithstanding anything to the contrary in thii Agreement, the obligations of 
Purchaser to commmutt the sale and purchase of flic Option Shares eeniemplated hereby are subject 
to the condition that the representations and warranties made by Seller in this Agreement shall be true 
and complete in all materi^ respects on amt as of the Closing Date. 


n. aEPlffiSENTATtON.S AND WABBANTIES OP .SELLE R 

2.1 Oramiization; P ower and Authority. Seller is a cotporafioB duly organiarf, validly 
exisling and in good standing under the laws of the State of Delaware. Seller has requlaile corporate 
power and authority to execute and deliver this Agreement and to consuinmate the tranaactions 
contemplated hereby. The execution and delivery by Seller of this Agreement and the performance 
by it of flie transactiona comen^ated hereby to he performed by it have been duly authorized by all 
necessary cotponie action on the part of Seller. This Agreement has been duly executed and 
delivered by Seller and conatlhitea.a valid and binding obligaUon of Seller. 

2.2 nmimliswrinH. The authorized capital stocic of Sdier consists of (D SO, (XX), 000 shares 
of Conunon Stoelc, of wbirit as of December 10, 1996, 23,560,592 ibares were issued md 
outstanding, fidly p^ and nonaaaeasable and no shares were held in the treasury, and (ii) 2,0(X),000 
shares of pt^etied stock, $.10 par value pec share, of which as of December 10. 1996, no sbares 
were outstanding. Upon the issuance of the Option Sbares to Pucchaset and the payment to Seller of 
the Purehase Price, the (^itbn Shares will he validly issued snd outstanding, flilly paid and 
nonaaseaaable, and Pnrehaser will acquire good and valid title to the Option Shares, free and clear of 
any chatgm. liens or other eisuiiibcances (’Encumbrances'') of any ki^. Nmtber the granting of the 
Option or issuing ai^ of the Option Sbares will violate any preemptive rights, rijdits of first refusal or 
ofoer acquisition rights. 
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2,3 fhnneiit anil Apnrovals: Nn Vialmioii . Keither the execution and delivety of this 
Aijreraiii^ 6y SSlSnibf ffie'coMuraSSHc® tiy SSlIS of iSe transactions conteraplated hereby wilHa) 
conflict with or tesulL in any breach or violation of, or consttWte a de&ult under, any note, pledge, 
tniat. commitment, agreenasnt or other Inatrument or obligation to whidi Seller is a party or by which 
Seller or any of its properties may be bound, (b) require any consent, approval, authoriaation or 
permit of, or filing with or notification to, any couii, governmental authority or other regulatory or 
administrative agency or commission, domestic or foreign (''Governmental Entity"), or (c) violate any 
statute or any order, decree, injunction, rule or regulation of any Governmental Entity applicable to 
Seller. 


2.4 


(a) Seller has delivered to Purchaser (i) its Annual Report on Form lO'K for the 
fiscal year ended January 28, 1996 and (ii) its Quarterly R^tls on Form 10-Q for each of the fiscal 
quarters ended April 28, 1996, July 28, 1996 and October 27, 1996, respectively, each in the form 
(including exhibits) filed with the Securities snd Exchange Commission (“SEC") (collectively, the 
"SEC Repotu'). Each SEC Report has been prqrared and filed in accordance with all applicable 
rules snd regulations of the SEC and at the dm of its filing was in compliance with such rules and 
regulations in all material respects. As of their respective dates, the SEC Reports did not contain any 
untrue statement of a nuteriai fact or omit to stats a material foct required to be stated therein or 
neceasity to make the statements therein, in light of the circumstances under which they were made, 
not misleading. 


(b) Each of tb* audited conaolidated financial statementa and unaudited 
Gomolidatad interim financial statements of Seller (and the related notes and scbedulea) included in the 
SBC Repoia present fhlrly, In all material respects, the consolldaied financial poahlon of Seller and 
in consniidated aubaldiariu as of the respective dates thereof snd die results of apenUons and cash 
flaws for the respective periods set fordi therein, in accordance with generally accepted accounting 
principles consistently applied during the period involved, except as otherwise noted Iherein and 
subject, in the case of the unaudited interim consolidated financial statementa, to the omission of 
certain notes not ordinarily accompanying such unaudited interim consolidnied financial itaiemena 
and to normal year-end aijjuatnieots and any other adjustments described therein. 

(c) Except as set forth in the SEC Reports, any other reports filed wifo the SEC 
pursuant to the Securities Exchange Act of 1934, as amended (the "Exchange Act"), that relate to 
Seller, and any public annauncemems made by Seller, since October 27, 1996 there bai been no 
material advene riiange in the assets, eamingt. financiai position, business or prospects of Seller snd 
its sidisidiaries. considered as a whole. 

2.S No Brolmr: Finder: Etc. None of Seller or its directors, officers or employees his 
employed any inveatinent banter, conaultant, brotec or finder or incurred any lisbility for ai^ 
brotenge fom, commissions or finden fees in connection with the transactions contempisted under 
this Agreement. 


m REPRESENTA-nONS AND WARRANTIES OP PURCHASER 

3.1 Purdiase.for Invetiment . Purchaser acknowledges that the C^on and the Option 
Shares hsve not been mistered under the Securities Act of 1933, as amended ("Seenritiet Act"), or 
under any state or foreign securities laws.' Purchaser is not an underwriter as such term is defined 
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undBY the Securities Act, ead is purcluising the Cation Sbsres solel}: for investment with no present 
Triw&nm'distnbut^ oTthFCpomsaiBW pK“'tpr-Bntityi”Petson’).- PuriAaset will-not 
sell Of otherwise dispose of any of the Option Shares, except in accordance with the registration 
requlremeoU or exemption pravUions under the Securities Act and the rules and regoiations 
promulgated thereunder, and any oflier applicable securities taws. Purchaser further understands that 
the cettlficme representing the Option Shares will bear the following legend and agrees to it will 
hold the Option Shares subject thereto: 

THE SECURTTIES REPRESENTED BY THIS CERTIFICATE 
HAVE NOT BEEN REGISTERED PURSUANT TO THE 
SECURITtES ACT OF 1933 OR ANY STATE SECURITIES LAW. 

NEITHER THIS SECURITY NOR ANY PORTION HEREOF OR 
INTEREST HEREIN MAY BE SOLD, ASSIGNED. 

TRANSFERRED, PLEDGED OR OTHERWISE DISPOSED OF 
Um.ESS THE SAME IS BEGtSTERED UNDER THAT ACT AND 
ANY APPLICABLE STATE SECURITIES LAW, OR UNLESS AN 
EXEMPTION FROM SUCH RHOISTRATJON IS AVAILABLE 
AND MICHAELS STORES, INC. SHALL HAVE RECEIVED, AT 
THE EXPENSE OF THE HOLDER HEREOF, EVIDENCE OF 
SUCH EXEMPTION REASONABLY SATISFACTORY TO 
MICHAELS STORES. INC. (WHICH MAY INCLUDE. AMONG 
OTHER THINGS, JLN OPINION OF COUNSEL SATISFACTORY 
TO MICHAELS STORES, INC.). 

3.2 Suitnhilitv and SnnhiatleatioiL Purchaaer represema and warranta that it (a) is an 
“accredited investor" as defined in Rule 301(8) promulgated under me Securlllea Act, (b) has antm 
knowledge and experimice in financial and biuinetu matters that it ia capable of independently 
evaluating the risltt and merita of putchaaing the Option and the Cation Sharea, (c) has been provided 
with the opportunity to make a reasonable inveatigation of Seller, including the opportunity to make 
any inquiriea and to request additional infbnnatian necessary to Ita investment decision, and Seller has 
aatisfaetorUy twpuuded to any inquisiaa and furnished to Puiuhaser all requeued infiirmatian, (d) has 
independently evaluated the riaks and merita of purchasing the Option and the Option Shares and has 
Independently deforminsd that the Option Shares are a suitable invessment for it, end (e) baa sufficient 
financial resourcea to beu the loss of its entire investment in the Option and the Option Shares. 

3.3 Consent end Approvala: No Violation . Neither die execution and delivery of this 
Agreement by Purcheser nor the consununatian by Purchaser of the transacfioiu comemplated hereby 
wUI (a) conflict with or result in auy breach or violation of. or conatitule a default under, any note, 
pledge, trust, commitment, agreement or other instrument or obligation to which Purchaser is a party 
or by which Pntchaser or any of its properties may be bound, (b) require any consent, approval, 
authorization or permit of, or filing with or notiticatiau to, any Governmental Entity, or (c) violate 
any statute or any order, decree, uyunction, rule or regulation of any Govenunental Entity ^pllcable 
to Purchaaer. 


3.4 No Agreements . Purchaser acknowiedgei thm there are no agtnnsmiD, anaugementa, 
commitmenta or understandings relating u> any of the Option Sharea except purauant to this 
Jkgreement. 

3.5 No Broker: Finder: Etc. None of Purchaser or ita directors, oflicera, agents or 
employees has employed any investment banker, consultant, broker or finder or incurred any liability 
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for any brokeraie fees, commissions or fillers fees in connection wiili the trsnsactlons contemplated 
under Wis Agteemeht. 

IV. BHGISTRATIQN RIGHTS 

4.1 Begistfstkin . Upon receipt of a written request (the "Registration Notice”) by 
Purchaser at any drae after one year foom the date of the initial Closing, Seller shall cause to be filed 
as soon as practicable a registration statement (a “Shelf Regisintion Statement") under the Securities 
Act on Form S-3 or any other appropriate form under as Securities Act for an offering to be made 
on a delayed or conflnuous basis pursuant to Rule 415 thereunder or any similar rule that may be 
adofUed by the SEC and permitting sales in ordinary course broker^e or dealer transactions not 
involving an underwritten public offering (and shall register or qualify the ^ares to be sold in such 
offering under such other securities or “blue sky" Isws as requited pursuant to this Section 4.1) 
covering no leas dum foe aggregate number of Option Sharea then held by Purchaser (those Option 
Shares together with any sharea of Common Stock or other securitiea that may subsequently be issued 
with respect to the Opdon Shares aa result of a atnch aplit or dividend, reclusificatinn, or 
comhination of shares or any sale, tnuiafet. assignment or other transaction by Seller or Purchaser 
involving the Option Sharea and any securities into which the Option Shares mty thereafter be 
changed as a result of merger, consolidstion, or recapitaliration or otherwise are referred to as Ihe 
"Registrable Shares’) so that the Registrable Shares will be included m an effective registration 
rtammftnt under the Securities Act. Seller shall use Its reasonable efforts to cause the Shelf 
Registration Sutement to be declared effective by the SEC on or before 90 days following Sdlnr's 
reenipr of tiio Registntion Noticn. Seller ihall uso its reesonabln efforts to keep the Shelf Registration 
Scauntent continuously effective (and to register or quslify the share* to be sold in such offering 
under such other securities or "blue sky” laws as required puisiisnt to this Sectiou 4. L) for so long as 
Purchaser holds any Regiatrable Shares or until Seller has caused to be delivered to Purchaser an 
opinion of counsel, whfoh counsel shall be reasonably acceptable to Purchaser, stating that the 
Registndile Shares may be told by Purchaser pursuam to Rule 144 without regard to any volume 
limitations ami that Seller haa aatiafied the informational requirements of Rule 144. Seller shall file 
any necessary listing applicatfoni or amendments to existing applications to cause the Registrable 
Shares to be listed on the primary exchange or quotation system on which its shares of Common 
Stock are then listed, if any. Seller will use reoaouable effort* to register or qualify the Registrable 
Shares under such other securities or *blue sky" laws of such Jurisdictiooa as Purchaser may 
reasonably request and do any and all other acts and things that may be ceasonably neceaiaiy or 
advisable to tegiuec or qualify for sale in such jurisdictiona the Registrable Shares owned by 
Purchaser; provided that SellCT aball not be required to 0) qualify generally to do businesa in any 
iurisdictioD where it ie not then so qualified, (ii) subject itself to taxation in any such jurisdiction, 

(Hi) consent to geoeral service of process in any such jurisdiction, or fiv) provide any undertaking 
required by such otiwr securitiea or "blue sky" laws or make any change in its charter or bylaws that 
the Board of Directors of Seller deietmtoea in good faith to be contrary to the best iuterest of Seller 
and its sfocUtoidets. Notwithstanding the foregoing, if Seller shall foinisb to Purchaser a ceititicate 
signed by the chief executive officer of Seller stating that in the good faith judgment of the Board of 
Dlrecton of Sell« it would be slgnlflcaotiy disadvantageous to Seller and Its siockboldeii for the 
Shelf Regisuation Statement to be amended or supplemented,' Seller may defer such amending or 
suppiemeoting of such Shelf Registration Statement for not more than 45 days and in such event 
Purebater shnll be requited to discoutinue disposition of any Regiatrable Shares covered by such Shelf 
witniiwwn mm 
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4.2 PiMributinn nf «eyiiitr»hle ShatM . If Purchaser intfiiKls to distribute the Registrable 
^siea ravered by the S6erfll«istratioh“Slitenie5f by ■meansr of air underwriting; Purehasei^shall-so 
advise Seller, la that event, the underwriting shall be managed by an underwriter or underwriters 
selected by Purdiaser that are reasonably acceptable to Seller (which approval shall not unreasonably 
be widiheld). Pundiaser shall have the right to negotiate with the underwriters and to determine all 
terms of the underwriting, Including the gross price and net price at which the Registrable Shares are 
ID be iold. Seller shall enter into an undernriting agreement in customary form with the underwriter 
or undetwriteis selected as above provided and any r^resentaitona and warranties of Seller 
thereunder to and for the benefit of the underwrirera shall also be made to and for die benefit of 
Purchaser. Seller will furnish to Purchaser and the underwriters (1) an opinion of counsel for Seller, 
addressed to Purchaser and the underwriters, dated the date of the closing under the underwriting 
agreement, and (1!) a ■comfort letter' signed by the independent public accountants who have certified 
Seller's financial statementa included in the Shelf Registration Statement, addressed to Purchaser and 
the underwriters; nmvided however, that (1) the opinion and "comfort letter' shidl covet substantially 
the same matters with respect to the Shelf Regiatittion Sutemem (and the prospectus included therein) 
as are customarily covered in opinioiu of issuer's counsel and in accountants* letters delivered to 
underwriters In underwritten public secondary ofTerings and such other mattera u Purchaser may 
reasonably retjuest, and (ii) the ‘comfort letter* shall also cover events subsequent to the date of such 
financial statements. 

4.3 Piimish rnfannsrioiL In connection with the Shelf Regiitration Statement, Purchaser 
will (a) cooperate with S^Ier to effect such registration and to maintain the effoctiveness thereof, (b) 
promptly and acraralely fomish any information reasonably requested by Seller concerning Purchaser 
and t^ proposed distribution by Purchaser, and (c) promptly comply with all applicable taquiramenia 
of the Securitiea Act, the Exchange Aa and any other applicable federal or state laws, including, but 
not limited to, flirnlshlng Seller such Inforauulon regarding Puicbaaet, the RegUmble Shana held by 
it and the intMded method of disposition of such securities as reasonably required in connection with 
the action to be takmi by Seller pursuant to this Agreement. 

4.4 Expenaes of Registration . Seller will bear all expenses incurred ‘m effocting any 
rsgistratiao pursuam to this Agraemenc, including without limitation, all regiitration. qualification and 
filing foes, printing expenses, escrow foes, foes and disbursemena of counsel for Seller, blue shy foes 
and expenaea, cxpenaca of any regular or apeciat audit incident to or required by aoy such 
registration, but will not include aoy expenses payable by Pucchaaer under this Section 4.4, 

Purebsset wili pay in connection with any registration of its Registiible Shares any underwriting 
discounts, selling commlssioas, foes or dUbursemeats of Purchaser's counsel or of any advisor to 
Purchaser not rttained by Seller, or foes and npenses incident to piepaiation of information by 
Punchiser. and expenses incurred in connection with the qualificstion of the Registrable Shares in a 
jurisdictioD thM requires those expeosea to' be paid by a sdling shareholder. 

4.5 tegWntiBii Frptwhire. 

(a) Sellar will ke^ ihtrehaser advised In writing of the initiation and the completion 
of each registration, qualification and compliance effected by Seller under this Agreement. 

(b) At Its expense. Seller will: 

(i) prepare and file with the SEC suidi amendments and supplements to the 
Shelf Begistrstion Stmement and the prospectus used in connection therewith as may be 
necessary to keep the Shelf Regiatration Statement effective for the period described in Seaion 
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4. ](&) Bod 10 comply with the provisions of the Securities Act with respect to the saie or other 

cBsposTtionTSflBe KegistrSbltf Shares wluinever the- Purchaser shall-desire-te-seU or otherafise 

dispose of Ibe Registrable Shares within that period: 

fti) furnish to Purchaser and any underwriters such numbers of copies of the 
Shelf Registration Statement, amendments and supplements thereto, the prospectus included in 
the Shelf Reglstratinn Statement including any preliminary prospectus, and any ainendments 
or supplements thereto, and such other doeutoents, as Purebsser end sny underwriters may 
regsonsbiy request in order to facilitate the sale or other disposition of the Registrable Shares: 

(iiO use its reasonable efforts to comply with ail applicable rules and 
teguieltond of the SEC, and mahe available to its security holders, as soon as reason^ly 
practicable, an earnings statement covering the period of st least twelve mondis, beginning 
with die first fiscal quarter beginning after the effective dale of the regi5tra.tion statement, 
which earnings statement shall satisfy the provisions of Section 1 1 (a) of the Securities Act; 
and 


(iv) notify Purchaser st any time when a prospectus relating to the 
R^lstiBble Shares is required to be delivered under the Securities Act, of the happening of 
any event of which Seller has knowledge as a result of which the prospectus inclu^ in the 
Shelf Registralian Statement, as then in effect, contains an untme statement of a matetial fact 
or omits to stste a material fact required to be staled therein or necessary to make the 
statements therein not misleading in the light of the circumstances dten esisting. 

4.6 Prartpoiumieiit of Registration . If after any registration statement including Registrable 
ShasBB has becomo effective there exists in fee opinion of Seller's mnnegenieot matsrisl non-public 
information about Sailer which has not been released and which, in the reasonable opinion of Seller’s 
managenmnt, would not he advisable to release, then upon receipt of notice from Seller, Purchaser 
will not offer or sell or permit to be offer^ or sold any of die Registrable Shares for such time as 
Seller believes such condidou is continuing. If the offering is not completed because of Seller’s 
exercise of its righta hereunder. Seller will reimburse Purchaser for all of its expenses incurred in 
connection with the terminated offering. 

4.7 InilciPiiificgtkiB by Srilw- 

(a) Seller will indemnify Purchaser, its directors, officers, employees, and agents, 
and any petsou controlling the Purchaser (within the meaning of the Securities Act) and e^ 
underwriter, if any, of the Regiainble Sb^ and each person comroiling that uuderwriter (within the 
meaning of die Seewidea ActX against all claims, losses, expenses, damages, liabilities and acdons 
('Oaims") in respect of Claims (including any Claim incurr^ in setderoent of any litigation, 
cammimeed or duemaied) arising out of or based on (i) any untrue statement or Sieged untrue 
statenmnt of a material faa in any prospectus or any related registration statement, or any amendment 
or Bupplcmeot dieceto, or any notificodon or the like incident to any sudi registratian, or any 
amendunait or supplement thereto, or any qualification or corapiiance, or (ii) 'any omissbn or alleged 
omisiion to state in my auch proapectiu or related regiatration statement incident to such i^istration, 
quaUfication or compliance, a material fact required to be stated In it or necessary fo make dial 
statement in it not misleading in light of the circumstance in which the statement was made, or (iii) 
any violation by Seller of any rule or regulation promulgated under the Securities Act applicidile to 
Seller and relating to aedon or Inaction requited of Seller in connecdon with any such registration, 
qualification or compliance; provided, however, that the indemnity agreement contained in this 
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-Section -4,7(a).w.fll-iiot- apply iA)-tP amounli paid In settleroent of any Daitn if such setflemem is 
sf^cted witbwt dWEanssit of Seller (wiii^ coiurat will ndt'Se uniessani£lSr'withbBldland-(B)-with 
respect to any uatnie statement or omiasioB or allied untrue statement or omission made in any 
preliminary pnnpectua or the prospectus or the prospectus as ameuded or supplamented, but 
eliminated or remedied in the prospectus or the prospectus as amended or supplemented, and will not 
imire to the benefit of Parchaan, its directors, officers, employees, agents, or any underwriter (or to 
the benefit of any person who controls Purchaser or such underwriter within the meaning of the 
Sawities Act) from whom the person assening the Qaim purchased any of the Registrable Shares, if 
a copy of the prospectus (as then amended or supplemented and proyidM to Purchaser) was not sent 
or given to such person ttoough no fault of Seller at or prior to the tune such action is required by 
the SecuridM Act, nor will Seller be liable in any such case for any Qaim to the extent that it arises 
out of or is based upon (1) any untrue statement or alleged untnie sutement of a material fact 
cont^ned in any registration statement, including any preliminary prospectus or final prospectus 
contained therein or any amendments or supplements thereto, (2) the omission or aiieged omission to 
state therein a material fact required to be stated therein, or necessary u make the statements therein 
not misleading, or (3) any violation or alleged vlolalbn by Seiler of the Securities Act, the Exchange 
Act, any state securities law or any rule or regulation promulgated under the Securities Act, the 
Exchange Act or any state securitiea law (collectively a 'Violation') which occura in teliuice upon 
and in conformity with written information furnished for use in connection with such registration by 
or on behalf of Purchaser (with respect to a Qaim by Purchaser under this Section 4.7(a)) or such 
underwriter or controlling person (with respect to a Claim by such underwriter or controlling person 
under this Section 4.7(a)}. 

(b) Seller will reimburse Purchaser, its dlrecmra, ofticera, cmployexa, agents, and 
controlling person and each such underwriter or controlling person for legid or any other 
expenses reasonably incurred in connectloa with invesfigat'mg or defendmg any Claim; provided, 
however, that the leimburiement provisions contained in this Section 4.7(b) will not apply (!) to 
amounts paid in settlement of any Claim if such settlement is effected without the consent of Seller 
(whieh consem will not be unrassonabiy withheld) and C>i) with recpect to any untrue statement or 
omission or alleged untrue statement or omisston made in any preliminary prospectua or the 
prospectus or the prospectus as amended or supplemented, but eliminated or remedied in the 
prospectus or the prospectus as amended or supplemented, and will not mure to the benefit of 
Puixhaset, ill dlr^n, oflicen, employees, agents, and controlling peiinn or any uodecwriicr (or to 
the benefit of any person who conuols such underwriter within the nmoning of the Securities Act) 
from whom the person asserting any Oaim purchased any of the Registrable Shares, if a copy of the 
pnupeems (aa then smended or suppiemeut^ and provided to Purchsaer) wu not sent or given to 
such person through no Godt of Sdter at or prior to the time such action is required by the Securities 
Act, nor wBI Soller be liable in soy such ease for any CSaim to the extent that it arises out of or is 
bas^ upon a Violation which ocenre in rriiance upon and in conformity with written information 
furnish^ for use in connection with such registration by or on behalf of Iforchaser (widi respect to a 
daim for reimbursement by Putdiaaet, Its directors, officers, employees, agents, and confrotling 
person under ihii Section 4.7(b)) or such underwriter or contioUing person (with lespea to a claim 
for reimbursement by such uoderwriter or controUing person under this Section 4.7(b}}. 

4.R tmlBninificMifln hy-PBKhasflr. 

(a) Purehaser hereby indeennifiei Seller, in directors, officen. employees, agents, 
and any person coononing Seller (within the meaning of the Securities Act) each und^riter, if any, 
of Seller's seeutiilei covered by such registration staiement, each person who controls that 
underwriter (within the meaning of the Securities Act) against all Claims Qnchiding any Claim 
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teufred. jn sattasnt of lUig^on Mmoienced or settled) erisioK out of or beaed on (i) any untrue 
statement ot aUeg^ untrue statenent of a’maarTal'facturariyptoJpebUBrQr any related registration 
statement. notlfScaiion or the like, ineidentio such registration, qualification or compliance, or (ii) 
any omission or alleged omission to state in any such prospecnis or any related registration statement, 
qualification or compliance, a material fact required to be stated in it or necessaiy to make the 
statement(s) In it not misleading in light of the cirnimstance in which the atalemem was made, or (iii) 
any violation by Purchaser of any rule or regulation promulgated under the Securities Act applicable 
to Purchaser and relating to action or Inaction required of Purchaser in connetsiou with any such 
registration, qualification or compliance; provided, however, that the indemnity agreeiMnt contained 
ip this Seaion 4.8(a) will apply to any Claim only to the enent that it arises out of or is based upon a 
Violatbn which occurs solely in reliance upon ai^ in conformity with written information furnished 
expressly fisr use in connection with such registration by or on bdialf of Purchaser, and provide 
further that Purebaser will have no liability hereunder if (A) any such written information contained 
an untrue statement or omission or alleged untrue statement or omission that was subsequently 
corrected in writing by Purchaser and fumiahad to Seller or the underwritw in sufficient fime for 
incorporation into the final prospecnis, ot (B) Seller pays any amounts in settlement of any such 
Claim if such senlemem la effected without the consent of Purchaser (which conicnt will not bo 
uiueasonably wifliheld). 

(b) Purchaser will reimburse Seller and its dircetors, officers, employees, agrats 
and controlling person (within the meaning of the Securities Act) each underwriter, and each person 
controlling that underwrltar (within the meaning of the Securities Act) for any legal or any other 
fxpfnfna reasonably incurred In connection with mvtstlgacing or defending any such Claim; provided, 
however, th« the rcimbucieiiient ptoviiiona contained in this Section 4.8(b) will apply tn any such 
Claim only to dm extent that it arises out of or is based upon s Violation which occurs In reliance 
upon and in conformity wim written infoimation furnished expressly for use in cotmection with such 
reglstrsik» by or on behalf of Purchaser. 

4.9 Notice . Promptly after receipt by an indemnified patty under Sectian 4.7 or 4.8 of 
notice of the commencement of any action (including, but not limited to, any action by a 
Govaramental Entity), luch indemnifiad party will, if a Qaim in respea thereof is to be nude against 
any tadenmlfying party under Sections 4.7 or 4.8. deliver to the Indemnifymg pat^ a written notice 
of die commencenieQI thereof and the indcouu^ing party will have tba ri^t to pacticipnie in, and, to 
the extent the Indemnifyittg party so desires, jointly with any odier indemnifying party stmilariy 
noticed, to assume the defei^ thereof with counsel mutually satisfactory to the parties and the 
indemnified party wUI bear the fees and expenses of any additioual counsel tbernafier retained by it; 
provided, however, that indemnified parties will have die right to retain counsel to represent all 
indemnified parties, with the fees and expenaes to be paid by the indemnifying party, if representation 
of such inde^Sed patties by the counsel retsined by the indenmifying psrty would be inapproprisie 
due to actual or potential matBrial difiiaring inieretu between such mdemnifial parties and any other 
petty represemed by auoh couoael in such proceeding. Tbe failure to deliver written notice to the 
indemnifying piny within a reasonable time of tbe commencement of any such aefion, if prejudicial 
to its ability to defend such action, will relieve such indemnifying peify of any liability to the 
indemnified pany under Section 4.7 or 4.8, but tbe omission so to deliver writtan notice to tbe 
indemnifying patty will not relieve it of any liability that it may have to any indemnified party 
otherwise than under Section 4.7 or 4.8. 
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4, to . Conorlbution . 

(a) If for any reason the indenuiification provided for in Section 4,7 or 4.8 is 
uneveilahle to an indemnified party or insufficient to hold it harmless as contemplated by such 
sections, then the indemnifying patty will comrihnte to the amount paid or payable by the indemnified 
party as a result of any Claim in such proportion as is appropriate to reflect not only the relative 
benefits recmved by the indemnified party and the indemnifying party, but also the relative fault of 
the indemnined party and the Indemnifying party, as well as any other relevant equitable 
considerations: provided, however, that, in any such case, (D Purchaser will not be required to 
contribute any amount in excess of the sales price of all Registrable Shares sold by Purchaser 
pursuant to surdt registration statement, and 00 no party guii^ of a fraudulent miarepresentation 
(within the meaning of Section U(f) of the Securities Act) will be entitled to contribution from any 
otbei party who was not guilty of such fraudulent misrepretenlalion. 

(b) Promptly after receipt by a party of notice of the commencement of any 
acdon, suit or proceeding in connection with a public offering of Common Stock, such party will, if a 
claim fbr conirtbution In respect thereof Is able to be made against another patty, notify the 
contributing patty of the commencement thereof. The omission to notify the contributing pa^ will 
not rdieve it from any liability which it may have to any other party other than for contribution under 
the Seenrities Act. In case any such action, suit or proceeding is brought against any pai^, and such 
party notifies a contributing patty of the commencement thereof, the contributing party wit! be 
enritted to participate therein with the notifying party and any other contributing party similarly 
norified. 

4. 1 1 “Marlmt Stand^iff* Agreement . Purchaser will not. to the extent requested by Seller 
or the underwrtierfs) managing any undetwrlnen offering of Sellet's secutlcles, sell, make any short 
sale of, loan, grant any option for the purchase of or otberwiie transfer or dispose of soy Option 
Shares (other than thme included in the underwritten offering) without the prior sirritien consent of 
Seller or such underwriters for such period of time as Seller or the underwriters may specify 
commencing up to 7 days before tbe anticipated effective date of an underwritten registtation of 
SallBc‘i seeuiiriei and rsteoding up to 130 days after that effective dale. In order to enforce the 
foregoing. Seller may impose aap-aiiafa instnictians with respea to the Cation Shares. 


V. ADDITIONAL COVENAWS 

s.i RBtrifliBia on Tmaftr ■ 

(a) Bearricrinn For a period of 3 years from the date of tbe initial Closing, 
Putchaaer covananls and agrees that it will not and is will cause each of ita ''Affiliates'' (as heceinafiar 
iMned) to not dinctly or indirectly sell, tender, transfer, pledge, hypothecate or oflitsrwise dispose 
of, or offer or agree to do any of tbe foregoing (Transfer*), any iruereat in tba Option Shares which 
may be omied 'beneficially* (aa that term is defined in Rule I3d-3 unrlBr the Exchange Act) or of 
record by tt and such Affiliates, except: 

(i^ a Transfer to any person or entity who or which agrees to be bound by all 
the provisbns of tliit Arfictc V; 
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Oi) 4 Trsns&r to iuiy person or entity wbo or which hos nude a tender offer 
■farSS[ef's €6m56n Sidclt,Wonly if flie'Boaa 3f Diwei(Sfs“Sf Sellerlras reconunended 
acceptance of such tender offer to the stockholders of Seller; 

(ill) a Transfer to Seller or any of its Subsidiaries; 

(iv) a Transfer to an Affiliate of Purchaser which is (or agrees to become) a 

parry harato; 

(v) a Transfer which Is a bona fide pledge of, or gram of a security interest 
in, the Option Shares to an imtibitional, commercia], or other bona fide lender (Including 
without limitation any securities brokerage) for money borrowed; 

<vi) a Tranafer in connection with any registration statement of Seller that is 
declared effective during the term of this Article V ajid includes the Option Shares as a result 
of esercise of the registrKion rights granted pursuant to this Agreement; provided, however, 
that any such disposition by Purchaser or an underwriter pursumit to cbis Section S.l(vi) will 
be made in a manner which (if pursuant to an underwritten offering, in die written opinion of 
the underwriter) la intended to effeca a bread distribution with no Transfers of the Option 
Shares to any one “person'' or 'group' (as such terms are defined in and under Section 13(d) 
of die Eachange Aa) if after such Transfers such person or group would beneficially hold in 
Biceess of S percent of Seller's Common Stock; or 

(vii) a Transfer permitted pursuant to Rule 144 under the Securities Act; 
provided, that Purchaser will use its best e^orts to e^ect as wide a distribution of the Option 
Shares as » reasonably praetieable. 

(h) Definition of Affiliate . For all purposes of this Agreement, when used with 
reference to Pundiasnr, dm word 'Affiliate' means any person direcUy or indirectly controlling, 
controlled by, or under direct or indirect control with, iferebaser or such other person, as the cue 
may be. For the purposes of this definition, "control" when used with respect to any specified person 
means the power to direct the managmnent end policies of such person, directly or indirectly, whether 
through the ownership of vothig securitms, by contract or otherwise, and the ternu "controlling" and 
"controlled* have meanings correlative of the foregoing. For the purposee of this definition, 

"person" indudes, wltboui limitation, any individual, corporatkm, pardtersbip, joint venture, trust, 
and any employee peosioo, profit sharing and ocher benefit plan and trust. As to any individual 
person, the term 'person' means such IndlvIduaTs spouse, ebUdrea, brothers and sisters. 

3.2 Mp Tnunfig- Puiduuer covenants and agreea that for a period of 3 yean from the 
date of the hurial Closing, without Seller's prior written consent, it will not and it will cause each of 
its Affiliates to not Transfer or otherwise dispose of or encumber any of the Option Shares or any 
beneficial inleteat therein exc^ u petmioed pursuant to this Article V. 

5.3 Leaenda and Sme Transfer Orders. 

(a) Legend . Outing the term of the restrictions snd covenants of this jVittcle V 
each of the cetfificates reprassming the C^on Shares srill be registered in the name of PuTcbaser 
(exc^ as beretnafler permitted), will be subject to stop transfer instructions, and will incMe 
subsl^ally the following legend in addition to any otin legends required by the terms of this 
Agreement: 
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THE SHAKES REPRESENTED BY THIS CERTIFICATE ARE 
StJig££ft‘TOTOTSmxaHTATIONS ON'TRANSFER-SET 
FORTH IN A STOCK OPTION AGREEMENT, DATED 
npTF-MBER 23. 1996. BETWEEN MICHAELS STORES. INC. 

AND ELEGANCE LIMITED. WHICH MAY BE APPLICABLE TO 
CERTAIN TRANSFEREES. A COPY OF SUCH AGREEMENT IS 
ON FILE WITH THE SECRETARY OF MICHAELS STORES, INC, 

(b) Remnviil 6f Legend . Such stop transfer instructions and legend will be 
applicable to any dlspoaliion of the ppHon Shares other than pursuant to a public ottering of the 
Option Shares permitted pursuant to Section S.Kvi). 

5.4 Term and Tbrniinatlon. 

(a) Term . The term of iheae reecrieiiona end covenanu In thie Article V will 
commence on the dale hereof and will continue for a period of 3 yeara after the initial Closing. 

(b) Termination . Notwithstanding the foregoing, the restrictions and covenants in 
this Article V will terminate immediately if individuala who at the date hereof constituted tbe Board of 
Directors of Seller and any new director whose election by the Board or nomination fbt Nection by 
Seller's stockholders was approved by a vote of at least two-diirds of the directors then still in office, 
who either were directors at such date or whose election or nomination for election was previously so 
approved, have ceased for any reason to constitute a majority thereof. 

5.5 Certain Aeliona . Purchaser agrees that for a period of 3 years after the initial 
Dosing, except within the tenns of a apcdfic requeat from Sdler, it will not propose or publicly 
announce or otberwiae diactose an Intent to propose, or enter into or agree to enter into, singiy or 
with any other petxon or directly or indirectly, (a) any form of bua'uieaa combinatian, aciiuisition, or 
other transaction relating to Seiler or soy majority-owned atfilulB tiieteof, (b) any form of 
reatnictur'mg, recapitalization or similar transaction with respect to Seller or any sudi afTdiale, or (c) 
any demand, request or proposal to amend, waiver or terminaie any provision of this Agreement, and 
except as aforesaid during such period. Purchaser will not Qi) acquire, or offer, propose or agree to 
acquire by purchase or oiheiwiae, any secutiiiM of Seller entitled to be voted generelly in the election 
of direcion of Seller or any direct or indirect optioia or other rights to ac^ire any such securities 
(’Voting Securities''), OQ make, or in any way participate in, any solicitation of proxies with respect 
to any Voting Securities Cucluding by the execution of action by written consent), become a 
paiticipam In any election contest with respect to Seller, seek to influence any Person with respect to 
any Voting Securities or demand a copy of Seller's list of its aiockhotders or other books and recorda, 
(iii) patticipatB in or encourage tbe formation of any paitnership, syndicate or other gri^ which 
owns or wirira or offers u acquire beneficial owoarxbip of any Voting Securities or which seeks to 
affect control of Seller or for the purpose of circumventing any provubn of diis Agreement, or fiv) 
othervise act, alone or in conceit with others (including by providing flnancing for another Person), 
to sedc or to offer to control of influence, in any manner, tbe management, Board of Directors or 
policiBsof SNler. 

5.6 Specific Performance . Purchaser acknowledges tbiR Seller would be iireparably 
damaged nnd would not have an adequam remedy at law for money damages in the event diat any of 
die cavenanlB of Seller in Ihia Article V were not performed in accordance with its terms or otherwise 
were materially breached. Purchaser therefore agrees that Seller will be entitled to an injunction or 
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injunalons to prevent brescSes of snob performance and to ^ecinc enforcement of such covenants in 
Sditloh'nrahy^otKwremedy'to'whiih it may be entitled, at-lsw orin-equity. 

VI. MISCELLANEOUS 

6.1 ronfMmtlaliiv . The terms of this Agreement Will remain conftdential; provided, 
however. Seller may make such discloaure In any puldtc filing or announcemont a» may be necessaiy 
to comply with applicable law. 

6.2 Survival of Representations . Warranties and Covenants. Except as provided in this 
Agreement, each of the representatioot, warranties and covenants in this Agreement will survive the 
canaummation of the traniactiona contemplated in this Agreement. Article IV and V will have no 
force or effect until Purchaser has delivered an Option Exercise Note to Seller under Section 1.2 and 
acquired any or all of the Option Shaiea. 

6.3 Entire Anfcqpfat . Utia Agreement conteina the entire ngreerosiit between Pundiaaer 
and Seller with respect to the transactions contemplated hereby and supenedes all prior agreements 
among the parties with respect to such msiters. 

6.4 Rights of the Parties . Nothing expressed or implied in this Agreement is intended or 
will be construed to confer upon or give any person or entity other than the parties hereto and their 
permitted assigns any rights or remedies ui^ or by reason of this Agreement or any transaction 
cantemplated hereby. 

6.5 Further Assurances . From time to dme, la and when requeated by either party 
hereto, the biher pat^ will execute and deliver, or cause to be executed and delivered, all such 
documents and instruments as may be reasonably necessary to consummate Ihe transactions 
contemplated berehy. 

6.6 Applicable Law . This Agreement will be governed by and constmed in accordance 
with the laws of the State of Texas applicable to contracta made and to be performed in that State, 
wiibeut giving elfoet to the principlw of eonflieu of law thereof. 

6.7 Interpretation . For purposes of this Agreement, a ’aubsidiaty’ of a corporation 
means any corporatkm more titan 93% of tire outstaruling voting securities of which are directly or 
indirectly own^ by such other cotporacioti. The desaiptive bei^iitga contained herein are for 
convenience and rrference only and will not effect in any way tire meaning or interpretat’ion of this 
AgreemeoL 


6.8 Noticea . All notices and other Gomimmications hereunder muat be in writing and 
must be given (and will be deemed to have been duly given upon receipt) by delivery in person, by 
cable, telegram, telex, facaitaile tranamission or otber standard form of ^Kommunications, or by 
registered or cettifled mall, postage prepaid, return receipt requested, addressed as follows.' 
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If » Seller: 

Michaels Stores, Inc. 

8000 Bent Branch Drive 
Irving, Texas 7S063 
Attn; Ceneral Counsel 
Fax No.; 214-409-1965 

If to Putchiaer: 

Elegance Limited 

do Trident Trust Company (lOM) Limited 

lOO Market Street 

P. O. Box 17S 

Douglas, Isle of Man 

British Isles IM99nT 

AttenilDn: David Beater 

Fax No.; 011-44-1624-620-588 


or to such other address at any parqr may have furnished to the other parties in writing in accordance 
herewith. 

6.9 Countefoerts . This Agreement may be executed in any number of counterparts, each 
of which wilt he deemed to be an original but all of which together will constitute but one agreement. 

6.10 Successors and Astitna . This Aareement will be binding upon and inure to the 
benefit of the patties hereto and their respective succcaaors and permitted assigns, but will not be 
assignable by any parly widiout the prior written consent of die other party; provided that any such 
assignment will not relieve the assigning pai^ ftom any of its obligations hereunder. 

6.11 Ex penses . Subject to Section 4.7 and 4.8 hereof, all cons and expensea-incurred in 
connection with this Agreement and the tronsactbns contemplated hereby will be paid by the party 
incuning such expense. 

6.12 Severability . If any term or odier provisioo of thia Agreement is invalid, illegai or 
incapable of being enforced by any rule of law or pubiic'policy, all other tenns and provisions of this 
Agihmnent will aevenheleis natain in hill h>rce a^ effect so long as the economic or legal substance 
of the transBCtiona contemplated hereby is not affected in any manner adverse to any pai^ hereto. 
Upon any sucji deMrminitioa that any term or other provision is invalid, illegil or incapable of being 
enhireed, the parties hereto will negotiate in good hutb to modify this Agreement so as to effect the 
original intent of the parties as closely as possible in an acceptable maniiK to the end that the 
transactions contemplated by thia Agreement are consummated to the extent possible. 
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IN WITNESS whereof, the parties hereto have duly executed this Agreement, 


SEU.ER : 

MICHAELS STORES. INC. 


By: _ 
Name: 
Title: 


PURCHASER : 


ELEGANCE LIMITED 


By: _ 
Name: 
TiUe: 


DLMAINDaOaeWOfiJ 
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From; 

Sent; 

To: 

Subject: 


Keeley Hennington 
Friday, September 22, 2000 10:45 AM 

Evan_Wyly<§ 

Re: ADV Amendment 


= Redacted by the Permanent 
Subcommittee on Investigations 


Attachments: Doc Link.hbn; ADV Pt-I 9-OO.DOC; ADV Sch-B 9-OO.doc; ADV Sch-E 9-OO.doc 


Linda got it changed. 

Forwarded by Keeley Hennington/htst on 09/22/00 11:46 AM 


Keeley Hennington 
09/22/00 08:02 AM 


To: Evan Wyly/B 


Subject: Re: ADV Amendment 


Evan - I will tallc to Linda today - I think we should take out each of your children and 
just put The Evan and Barbe Wyly Children’s Trust (without the names). This trust then 
splits to three for your kids. There is really no such thing as a protector in the 
domestic world. I think we would have to remove her as trustee or make her a successor 
trustee, but I will talk to Linda and let you know 


Evan 

09/21/00 oTiS^ir^ 


To: Linda Childress/1 
cc: Shari Robertson/J 
Keeley Hennington| 

Subject : 


Keith_Hennlngto 


Re: ADV Amendment 


Linda: This looks OK. 

Keeley: What do I need to do to remove the names of my children from future filings of 
schedule B? Also, on future filings for Wrangler, would Lisa's name show if she were a 
protector and not a trustee? 


Linda Childress 
09/21/00 06:22 PM 


To: Lee Ainslie,| 
cc: Shari Robertson! 
Subject: ADV Amendment 


Lee and Evan, 

Shari asked that I forward the attached pieces of our current amendment to 

the ADV to you for your review before we file it with the SEC. Out primary 

purpose is to report the change in ownership from Tallulah to Wrangler, delete Sam Wyly 
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and his children's trusts and any information related to them, as well as add Evan’s and 
Lisa's role as Trustees of Wrangler. Shari noted that we should also change the business 
hours listed in Item 1, Page 1 of Part I since Chris will be moving to NY in a couple of 
weeks. I’ve highlighted the changes on these pages for easy identification. 

Please call me with any questions. Also, we need to file this amendment 
ASAP. This is one of those things to be filed "as soon as possible" after 
the change is effective - we’re showing a change date of June 2000. 


Thanks- 

Linda Essary Childress 
Compliance Officer 
Maverick Capital, Ltd. 
214-880-4059 


m 

ADVSch-E 
9-OO.doc (42 KB) 



Doc Link.htm (205 ADVP1-I9-00.DOC ADVSch-B 
B) (198 KB) 9-OO.doc (44 KB) 
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4.6 Domicile and residence of the Trustee . No United States Person or’Legal Entity 
formed under the laws of the United States or any State within the United States shall be a 
Trustee of this Trust. 

5. TRUST DISTRIBUTIONS . 

5.1 aiTiimiilatinns . The Trustee may accumulate any income earned by the Trust 
Fund for such time as the Trustee at its sole and absolute discredon, deems fit, without incurring 
any liability for such actions. 

5.2 Restrictions on distributions . 

(a) To United States Persons . Until the expiration of the second anniversary 
of the death of the Settlor no part of the Trust Fund, including the corpus or income comprising 
the Trust Fund may during any Taxable Year be paid to or accumulated for the benefit of any 
United States Person. If fliis Trust tertiunates at any time during a Taxable Year, no part of the 
capital or income of the Trust Fund can be paid to or for the benefit of any United States Person 
until the second anniversary of the death of the Settlor. 

(b) To Charitable OrgantMtinns . No distribution to a Charitable 
Organization may be used for any United States activity of the charity. 

(c) Tn Precluded Persons . No distribution may be made to any Precluded 

Persons. 

(d) Tn the Settlor . Notwithstanding any other provision of this Trust 
Agreement (but, subject to Section 3.3), no part of the Trust Fund (including any income or any 
future accumulations of income) may revert back to the Settlor. The Settlor may not be a 
Beneficiary of this Trust. None of the income of the Trust Fund may be applied or distributed 
or held or accumulated for the health, educadon, support or maintenance of the Settlor. 

5.3 Discretionary Distributions bv Trustee . The Trustee shall have sole and 
absolute discretion regarding the distribution of the Trust Fund to any one or more of the 
Beneficiaries. The Trustee in its sole and absolute discretion may apportion any or all of the 
■Trust Fund between the Beneficiaries of this Trust as the Trustee deems reasonable. The 
Trustee shall be entitled to act on the advice of counsel and shall not be held accountable or 
liable for any subsequent tax liability which may arise as a consequence of any distribution or 
use of the Trust Fund punuant to the terras of this Trust or for acting on the advice of counsel 
with respect to the tax laws of the jurisdiction in which the tax bability might arise. This 
discretionary distribution power of die Trustee shall.be limited and void with regard to any 
distribution that violates any provisions or intent of this Trust. The Trustee is entitled to, but 
not required to, act upon any Letter of Wishes or other written statement of desire regarding 
such matters as, but not limited to, the investment and management of the Trust Assets and 
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4,6 Domicile and residence of the Tnistee . No Uniced States Person or Ixgal Entity 
formed under the laws of the United States or any State ^dun the United States shall be a 
Trustee of this Trust. 


5. 


5.1 Accumulations . The Trustee may accumulate any income earned by the Trust 
Fund for such time as the Trustee at its sole and absolute discretion, deems fit, without incurring 
any liability for such acticms. 

5.2 Restrictions on distributions. 

(a) To United States Persons . Until the et^iration of the second anniversary 
of the death of the Settlor no part of the Trust Furul, including the corpus or income comprising 
the Trust Fund may during any Taxable Year be paid to or accumulated for the benefit of any 
United States Person. If diis Trust terminates at any time during a Taxable Year, no part of the 
capital or income of the Trust Fund can be paid to or for the benefit of any United States Person 
until the second anniversary of the death of the Settlor. 


(b) To Charitable Organizations . No distribution to a Charitable 
Organization may be used for any United States activity of the riiari^. 

(c) To Precluded Persons . No distributkm may be made to any Precluded 

Persons. , 


(d) To the Settlor . Notwithstanding any other provision of this Trust 
Agreement (but, subject to Section 3.3), no part of the Trust Fund (including any income or any 
future accumulations of income) may revert back to the Settlor. The Settlor may not be a 
Beneficiary of this Trust. Nwie of the income of the Trust Fund may be applied or distributed 
or held or accumulated for the health, education, support ot maintenance of the Settlor. 


5.3 DUcretionarv Durtributions bv Trustee . The Trustee shall have sole and 
^solute discretion r^arding the distribution of the Trust Fund to any one or more of the 
Beneficiaries. The Trustee in its sole and absolute discretioi may ^>portiDn any or all of the 
Trust Fund between the Beneficiaries of this Trust as the Trustee deems reasonable. The 
Trustee shall be entitled to act on the advice of counsel and shall not be held accountable or 
liable for any subsequem tax liability which may arise as a ccmsequence of any distribution or 
use of the Trust Fund punuant to the terms of this Trust or for acting on the advice of counsel 
with respect to the tax laws of the jurisdiction in which the tax liability might arise. This 
discretionary distribution power of the Trustee shall be limited and void with regard to any 
distribution that violates any provisions or intent of this Trust. The Trustee is entitled to, but 
not required to, act upon any Letter of Wishes or other written statement of desire regarding 
such matters as, but not limited to. the investment and management of the Trust Assets and 
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4.6 Domidle and residencg of the Tnctet . No United States Person or Legal Entity 
formed under the laws of the United States or any State within the United States shall be a 
Trustee of this Trust. 

5. TR1I.ST DISTRIBUTIONS . 

5.1 Amimnlations . The Trustee may accumulate any income earned by the Tmst 
Fund for such dme as the Tnistee at its sole and absolute discretion, deems fit, without incuning 
any liability for such, actions. 

5.2 Restrictions on distributions . 

(a) To United States Persnm . Uiidl the expiiatiDn of the second anniversary 
ofthedeathoftheSettlorno pan of the Trust Fund, including the corpus or income comprising 
the Trust Fund may during any Taxable Year be paid to or accumulated for the benefit of any 
United States Person. If this Trust terminates at any dme during a Taxable Year, no pan of the 
capital or income of the Trust Fund can be paid to or for the benefit of any United States Person 
until the second anniversary of the death of the Settlor. 

(b) To rharitahle OrpaniTariorw . No distribudon to a Charitable 
Organization may be used for any United States aedvity of the charity. 

(c) Tn Prerhirleri Prrsnrts . No distribudon may be made to any Precluded 

Persons. 

(d) Tn the Setllnr . Notwithstanding any other provision of this Trast 
Agreement (but, subject lo Section 3.3), no pan of the Trust Fund (including any income or any 
future accumulations of income) may revert back to the Settlor. The Settlor may not be a 
Beneficiary of this Trust. None of the income of the Trust Fund may be applied or distributed 
or held or accumulated for the health, education, suppon or maintenance of the Settlor. 

5.3 DKcretionarr Distributions by Trustee . Tbe Trustee shall have sole and 
absolute disemSon regarding the distribution of the Trust Fund to any one of more of the 
Beneficiaries. The Trustee in its sole and absolute discretion may apportion any or all of the 
Trust Fund between the Beneficiaries of this Trust as the Trustee deems reasonable. The 
Trustee shall be entitled to act on the advice of counsel and shall not be held accountable or 
liable for any subsequent tax liability which may arise as a consequence of any distribution or 
use oPthe Trust Fund punuant to the terms of this Trust or for acting on the advice of counsel 
with respect to the tax laws of the jurisdiction in which the tax liability might arise. This 
discretionary distribution power of the Trustee shall be limited and void with regard to any 
distribution that violates any provisions or intent of this Tiusi. The Trustee is entitled to, but 
not required to, act upon any Letter of Wishes or other . written statement of desire regarding 
such matters as, but not limited to, the investment and management of the Trust Assets and 
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(b) The Settlor shall not have any interest in any investment made by the 
Trustee oUier thm such legal interest as would a stianger te this Trust or to the trusts. 

(c) Under no drcumstances shall the Settlor or the Beneficiaries have any 
powo* to reacquire the whole of the Trust Fund, or any part thereof, by substituting property, 
other than cash of an equivalent value paid as a fair purchase price. The Settlor has no pow 
to require the Trustee to with the Settlor m any manner, or in any particular manner, or 
to give the Settlor any power to reacquire the Trust Fund or any part thereof by substituting 
property, other than cash of an equivalent value paid as a fair purchase price. Nothing herein 
shall preveot ihe Trustee from leutiiig funds for, guaranteeing or otherwise paying any or all 
liabilities of any Benefidaiy with or without security, and with or without interest or at below 
market rates of hterest, for a period not to extend b^ond the Tennination of this Tntsu 

(d) In no event shall the Settlor exercise any powers which have the effect of: 

(i) d^eatingtheirrevocability of this Trust Agreements of the Trust 

created hereby; or 

(ii) terminating the Trust prior u> die date or time set forth dsewhere 
in this Trust Agreement; or 

Ciii) making this Trust Agreement amendable; or 

fiv) this Trust losing its nop'grantor trust ^tus as mentioned herein. 

If any power held by the Settlor, or the exercise thereof by the Settlor, shall have any 
adverse effect upon this Trust, the Trust Agreement or upon any Beneficiary, then such power 
of the Settlor shall be null and void ab initio. 

ti. GENERAL POWERS OF TRUSTEE . 

In addition to such other powers as may be granted to it by law, the Trustee shall have 
foil power in its discretion: 

(a) to retain, sell, exchange and invest in any stocks, bonds, notes, dd)cnture5, 
mortgages, certificates of dqwsit, investment trusts, common trust funds, and other property, 
real and personal (including shares of stock and obligations of any corpenation, business 
enterprise or investment company in which the Trustee has an interest or is a principal, 
regardless of where the same may be located or may be doing business and whether or not the 
same may be productive or ^>eculative in nature and whether or not authorized by law for the 
investment of trust pr(q)erty as folly as if it were the beneficial owner, and withemt obligation 
to diverri^ and without r^ard to the proportiem that sudi propnty, or property of a similar 
character hdd, may bear to the entire trust property; 
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(b) to purchase on behalf of the Trust, policies of insuiance on or purchase annuities 
on the life or lives of any Beneliciaiy or on the life of any person in whose life any Beneficiary 
has an insurable interest. The Trustee may in its absolute discretion determine the class of, kind 
of and conditions attaching to the insurance or annuity to be purchased. Insurance includes term 
life insurance. The Trustee stall not be held responsible for the form, genuineness, validity, 
sufficiency or effect of any such policy or annuity or for the act of any person which may render 
any such policy or annui^ null and void or voidable for the failure of the insuiance company 
or issuing body to make payment upon such policy or annuity when due and payable or for any 
delay occasioned by reason of any proviskm contained in any such poUcy or annuity. The 
Trustee shall not be bdd responsible if, for any reason, any such polky, or annuity sh^ bqtse 
or otherwise become unenforceable. 

(c) to sell, (for cash or on credit, atpublic or private sale) mortgage, grarif options 
on, excise and lease for any term of years including a term of ten or more years which may 
extend beyond the duration of this Trust, any teal and personal property; 

(d) to make division or distribution in cash or in kind, real or personal, or undivided 
interest therein, or partly in each, and in shares which may be compost differently, and for 
such purpose,, to place a valuation which shall be binding on any person entitled to any benefit 
hereund^ 

(e) to borrow money for any lawful purpose firom anyone, including the Trustee 
hereunder or any affiliate thereof, and to mortgage, charge or pledge any of the assets held as 
Trust Property as security for the repayment thereof. The Trustee shall be entitled to arrange 
for any such loan upon such terms as are usual, and shall not be required u> account fen any 
profit made in respect thereof, and any such loan shall be payable only out of the assets of this 
Trust; 


(f) to make loans, secured or unsecured, and with or without interest, in such 
amounts and on such terms and conditions as the Trustee, in its sole discretion, may determine, 
to any person including any Beneficiary of this Trust, and to appropriate and apply the whole 
or any part of the Tmst Property or the income theiefiom in securing (by way of mortgage, 
charge, pledge, deposit of title documents or otherwise) any such obligation or in guaranteeing 
or becoming surety for the same; 

(g) to consent to and participate in any plan of reorganization, consolidation, merger, 
recapitalization, refinancing or other similar and to consent to any contract, lease, 
mortgage, purchase, sale or other action by any corporation pursuant to siuA plan; 

(h) to deposit any Property with any protective, leorganization or similar committee, 
to delegate discretionary power thmeto, to pay the whole or any part of its expenses as 
compensation and any assessments levied regarding such property and, in the Trustee's sole 
discretion, to charge such expenses compensation or assessments to capital or income; 
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(i) to exercise will converaon, subscription, voting and other rights of whatever 
nature pertaining to any Property, and to grant proxies, discretionary or otherwise, with respect 
thereto; 

(j) to register and bold any Propoty in the name of a nominee, or its own name, or 
to hold the same unregistend, or iii such form that tide shall pass by delivery, and the donee 
shall be neither increased nor decreased tbeidry; 

(k) to employ and pay at the expense of income or capital, any agents anywhere in 
the world, whether atiomeys, ooiuisel, bankers, accountants, stockbrokers, investment advisors, 
trust companies or other agents, and ether or not acting as Trustee hereof, and whether or 
not affiliated with the Trustee, to transact any business or do any act required to be transacted 
or done in the executiim of this Trust Agreement (Including, but not limited to, the reedpt and 
payment of money, the execution of documents, the keeping of books of account of income and 
erqienditures, the preparation from time to time of the Trustee's accounts, the investment of 
money and the sale of securities); 

(l) to dqioat and keep on deposit any Property with depositories outside of the situs 
of the ’Trust, including, without limiting the generality of the foregoing, any office of any 
affiliate of the Trustee; 

(m) to charge against capital, income, or partly against each, payments of any kind; 

(n) to waive, reduce, extend the time of payment of and compromise any claims in 
&VOT of or against Trust Property; 

(o) to amortize or not, in whole or in part, premiums of any bonds received at a 
value, or purchased at a price, in excess of their call redemption or maturity value, and having 
done so, thereafter, m its absolute discretion, to allocate to the income or capital account all or 
any part of such amortization; 

(p) to cause, at any time, one or more corporations to be organized under the laws 
of any county or political subdivision thereof, for the purpose of acquiring any Prr^rty, real, 
personal or both, including any Property subject to this Trust Agreement, and to lend funds or 
other property to, and to make oontributioos to the caqrital of any such corporation, in such 
amounts and upon such terms and conditions as the Trustee, in its sole discretion, may 
determine. The consideration oa the sale of any Property governed by this Trust Agreement to 
any such corporation may consist wholly or partly of fully paid sharn, stocks, or debentures, 
secured or unsecured, of sudt corporation, and may be treats as fully paid, and may be allotted 
to or otherwise vested in, the Trustee, and shall be considered as capital; 

(q) to take any action whatever regarding the reorganization, consolidation, merger, 
dissolution, recapitalization or refinancing of any corporation organized by the Settlor or by the 
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Tiu^ee pursuant to the authoii^ granted to the Trustee herein, the shares of whidt may be a 
part of die caintal of this Trust, and to take over the assets of such corporation upon such 
dissolution; 

(r) to allocate K> cafutal or to income, or partly to each, receipts of any kind, 
iocludii^, without limitatioD, liquidating dividends, dividends 6om corporations with wasting 
assets or royalties or rents from wasting assets; 

(s) to litig ate, adjust, con^KOfiiise, subsu* to lubitratuxi, release, waive or otherwise 
s^tie any claims against or in favor of this Trust or die Trustee, and to accept and grant 
discharges accordingly; 

(t) to hold sqarate shares or sqnrate Property wholly or partially for roovenience 
of investment and administration: 

(u) to enter into any indemnity agreement in favor of any person including any former 
Trustee of diis Trust, r^aiding any contingent or prospective liability (including any tax, duty 
or other fiscal imposition) (of the Trust Property or the income therefrom or odierwise in 
conneedem with this Trust, and to apply the whole or any part of the Trust Property or the 
income dierefrom by way of mev^age, pledge ot otherwise as security for such indemnity 
agreement. 

(v) U> orgaiiute, under die laws of any juiisdtetion any one or more separate trusts for 
bei^t of any one or more Benefreiaries, sudi trusts to contain such provisions as the 

Trustee, in its discretion, may de en i appropriate, ptovirted that such {nuvisions do not confhet 
with the terms of the Trust Agreement 

In exercising any of its powers and duttes hereunder the Trustee is entitled to, but not 
required to, act upon any T letter of Wishes or other written statement of des ir e by the Settlor 
r^arding diis Trust 

7. NUMBER OF TKITSTEESi MEETINGS OF TRUSTEES: REMOVAL AND 

APPOINTMENT OF TtlVfiTF^ . 

7.1 Number of Trastees . The number of Trustees shall be not less than One (1) and 
not more than ftw (4). No United States Person or Legal Ent^ fwmed under the laws of the 
United States or any State within the United States shall be a Trustee of this Trust 

7 J Meeting of Trustees . The Trustee shall meet for the dispatch of trust business, 
adjourn and cKherwise regulate its meetings in such manner as the Trustee, in its sole and 
absolute discretion, thinks fit 
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(b) l^e Settlor shall not have any interest in any investment made by the 
Trustee other than such legal interest as would a stranger to this Trust or to the tnists. 

(c) Under no circumstances shall the Settlor or the Benefidaries have any 
power to reacquire the whole of the Trust Fund, or any part thereof, by substituting property, 
other than cash of an equivalent value paid as a fair purchase price. The Settlor has no power 
to require the Trustee to deal with the Settlor in any manner, or in any particular maiuier, or 
to give the Settlor any power to reacquire the Trust Fund or any part thereof by substituting 
property, other than- cash of an equivalent value paid as a fair purchase price. Nothing herdn 
shall prevent the Trustee from lending funds for, guaranteeing or otherwise paying any or ail 

. liabilities of any Beneficiary with or without security, and with or without interest or at below 
market rates of interest, for a period not to extend beyond the Termination of this Trust. 

(dj In.no event shall the Settlor cxerrise any powers which have the effect of: 

(i) defeating the irrevocability of this Trust Agreement or of the Trust 

created hereby; or 

' (ii) tennin^ng the Trust prior to tire date or time set forth elsewhere 
in this Trust Agreement; or 

(iii) making this Trust Agreement amendable; or 

(iv) this Trust losing its non-grantor trust satus as mentioned herein. 

If any power held by the Settlor, or the exercise thereof by the Settlor, shall have any 
adverse effect upon this Trust, the Trust Agreement or upon any ^efidary, then such power 
of the Settlor shall be null and void ab initio. 

6. GENERAL POWERS OF TRUSTEE - 

In addition to such other powen as may be granted to it by law, the Trustee shall have 
full power in its discretion: 

(a) CO retain, seU, exchange and invest in any stocks, bonds, notes, debentures, 
mortgages, certificates of deposit, investment trusts, common trust funds, and other propeny, 
real and personal (including shares of stock and obligations of any corporation, business 
enterpnsc or investment company in which the Trustee has an interest or is a principal, 
regardless of where the same may be located or may be doing business and whether or not the 
same may be productive or speculative in nature and whether or not authoriicd by law for the 
investment of trust property as fully as if it were the beneficial owner, and without obligation 
to diversity and without regard to the proportion that such property, or property of a similar 
character held, may bear to the entire trust property; 
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(b) to purchase on behalf of the-Tnist, policies of insurance on or purchase annuities 
on the life or lives of any Beneficiary or on the life of any person in whose life any Beneficiary 
has an insur^le invest. The Trustee may in its absolute discretion determine the class of, land 
of and conditions attaching to the insurance or annuity to be purchased. Insurance includes term 
life insurance. The Trustee ^ not be held responsible for the form, genuineness, validity, 
sufficiency ot effect of any such policy or aimuity or for the act of any person which may fender 
any such policy or annuity null and void or voidable for the failure of the insurance company 
Of issuing body to maloe payment upon such policy or annuity when due and payable or for any 
delay occasioned by reason of any provision stained in any such policy or aimuity. The 
Trustee shall not be held responsible if, for any reason, any such policy, or annuity shall lapse 
or otherwise becoote unenforoable. 

(c) - to sell, (for cash or on credit, at public or private sale) mortgage, grant options 
on, exchange and lease for any term of years including a term of ten or more years which may 
extend beyond the duration of this Trust, any real and personal property; 

(d) to make divistm or distribution in cash or in kind, real or personal, or undivided 
interest therein, or partly in each, and in shares which may be composed differently, and for 
such purpose, to place a valuation which shall be binding on any person entitled to-any benefit 
hereund^ 

(c) to borrow money for any lawful purpose feom anyone, including the Trustee 
hereunder or any affiliate thereof, and to mortgage, charge or pledge any of tiie assets held as 
Trust Property as security for the repayment thereof. The Trustee shall be entitled to arrange- 
for any such loan upon such terms as are usual, and ^lall not be required to account for any 
profit made in respect thereof, and any such loan shall be payable only out of the assets of this 
Trust; 

(f) to make loans, secured or unsecured, and wid) or without interest, in such 
amounts and on such terms and conditions as the Trustee, in its sole discretion, may determine, 
to any person including any Beneficiary of this Trust, and m appropriate and apply the whole 
or any part of the Trust Property or the income therefrom in securing (by way of mortgage, 
charge, pledge, deposit of title documents or otherwise) any such obligation or in guaranteeing 
or becoming surety for the same; 

(g) to consent to and participate in any plan of reorganiiation, consolidation, merger, 
recapitalization, refinancing or other similar plan, and to consent to any contract, lease, 
mortgage, purchase, sale or other action by any corporation punuanl to such phn; 

(h) to deposit any Property with any protective, reorganization or similar committee, 
to delegate discretionary power thereto, to pay the whole or any part of its e:tpenses as 
compensation and any assessments levied regarding such propcity and, in the Trustee’s sole 
discretion, to charge such expenses compensation or assessments to capital or income; 
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(i) to exercise will conversion, subscription, voong and other rights of whatever 
nature pertaining to any Property, and to grant proxies, discretionary or otherwise, with respect 
thereto; 

0 to register and hold any Property in the name of a nominee, or its own name, or 
to hold the same unregistered, or in such form that title shall pass by delivery, and the donee 
shall be neither increased nor decreased thereby; 

(Ic) to employ and pay at the expense of income or capital, any agents anywhere in 
the world, whether attorneys, counsel, bankers, accountants, stock brokers, investment advisors, 
trust companies or othd* agents, and whether or not acting as Trustee hereof, and whether or 
hot afrilia^ with the Trustee, to transact any business or do any act required to be transacted 
or done in the exccuticm of this Trust Agreement fincluding, but not limited to, the reedpt and 
payment of money, the executitm of documorts, the keeping of books of account of income and 
expenditures, the preparation hum time to time of the Trustee’s accounts, the investment of 
money and toe sale of securities); 

(l) to deposit' and keep on deposit any Prop er ty with depositories outside of toe situs 
of toe Trust, including, without Uniiting toe generality of the foregoing, any office of any 
affiliate of the Trustee; 

(m) to charge against capital, income, or partly against each, payments of any. Idnd; 

(n) to waive, reduce, extend the time of payment of and compromise any claims in 

favor of or against Trust Property; 

(o) to amortiic or not, in whole or in pan, premiums of any bonds received at a 
value, or purchased at a price, in excess of their call redemption or maturity value, and having 
done so, toereafter, in its absolute discretion, to allocate to tlte income or capital account all or 
any part .of such amortization; 

(p) to cause, at any time, one or more corporations to be organized under the laws 

of any county or political subdivision thereof, for toe purpose of acquiring any Property, real, 

personal or both, including any Property subject, to this Trust Agreement,. and to lend funds or 
ocher property to, and to make contributions to the capital of any such corporation, in such 
amounts and upon such terms and -conditions as toe Trustee, in its sole discretion, may 
determine. The consideration on toe sale of any Propeny governed by this Trust Agrecmcni to 
any su«h corporation may consist wholly or p^y of ftdly paid shares, stocks, or debentures, 
secured or unsecured, of such corporation, and may be treated as fully paid, and may be allotted 
to or otherwise vested in, the Trustee, and shall be considered as capital; 

(q) to take any action whatever regarding toe reorganization, consolidation, merger, 
dissolution, recapitalization or refinancing of any corporation organized by the Settlor or by the 
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Trustee pursuant to the authority granted to the Trustee h^n, the shares of which may be a 
part of the capital of this Trust, and to tala over Ac assets of such corporation upon such 
dissolution; 

(r) to allocate to capital or to income, or partly to each, receipts of any land, 
including, without limitation, liquidating dvidends, dividciuJs from corporations with wasting 
assets or royalties or rents firom wasting assets; 

(s) to litigate, adjust, a)mpronusc, submit to aibitraiion , release, waive or otherwise 
settle any daimg against or in favor of this Trust or the Trustee, and to aorept and grant 
discharges accordingly; 

<l) to hold separate shares or separate Property wholly or partially for convenience 
of investment and administration; 

(u) to enter into wy indemnity agreement in favw of any person including any former 
Trustee of this Trust, regarding any contingent or proqwetive liability (including any tax, duty 
or other fiscal imposition) (of the Trust Property or the iitoome therefrom or otherwise in 
connection with tftis Trust, and to apply the whole or any part of the Trust Property, or the 
Income thei^irom by way of mortgage, pledge or otiicrwise as security for such indemnity 
agreement. 

(v) toorganize, under the laws of any Jurisdiction any one or more separate trusts for 
the benefit of any one or more Beneficiaries, such trusts to contain such provisions as the 
Trustee, in its discretion, may deem appropriate, provided that such provisions do not conflict 
with the terms of the Trust Agreement. 

In exercising any of its p>owers and dudes hereunder the Trustee is entitled to, but not 
required to, act upon any Letter of Wishes or other written statement of desire by the Settlor 
regarding this Trust. 

7. NUMBER OF TRUSTEES: MEETINGS QF TRUSTEES; REMOVAL 

APPOINTMENT OF TRUSTEES . 

7.1 NnmW i^f Trustees . The number of Trostees shall be not less than one (1) and 
not more than four (4). No United States Person or Legal Entity formed under the laws of the 
United Slates or any State within the United States shall be a Trustee of this Trust. 

12 . Meetings or Trainees . The Trustee shall meet for the dispatrh of trust business, 
adjourn and otherwise regulate its meetings in such manner as the Trustee, in its sole and 
absolute discretion, thinks fit. 
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3. Appointment and Exclusion of Benef iciarie_s 

(1) The Trustees shall have power at any time and from time to 
time with the prior written consent of the Protector by 
revocable or irrevocable instrument in writing executed 
within the Trust Period to appoint and direct that any 
person or class of persons not already included in the class 
of Beneficiaries shall thenceforth be included in such class 
subject to such (if any) terms conditions or restrictions as 
may be specified in such instrument PROVIDED THAT the 
provisions of sub-clauses (2) and (3) shall apply to such 
person or class of persons whether or not such instrument is 
expressed to be irrevocable. 

(2) The Trustees shall have power at any time and from time to 
time with the prior written consent of the protector (except 
in cases to which the provisions of sub-clause (3) apply) by 
revocable or irrevocable instrument in writing executed 
during the Trust Period to declare that any person or class 
of persons for the time being included in the class of 
Beneficiaries or otherwise capable of benefiting under this 
Deed of Settlement in consequence of the exercise by the 
Trustees of any discretion or power or who would or might 
but for the exercise of this present power subsequently 
become so included or so capable of benefiting hereunder 
shall no longer be or be able to become so capable of 
benefiting hereunder and shall be or become a member of the 
class of Excepted Persons for all the purposes hereof or to 
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declare that the benefit which such person or class of 
persons shall be capable of receiving hereunder shall be 
restricted in such manner as nay be specified in such 
instrument in writing. 

(3) The Trustees shall if so directed in writing during the 
Trust Period by a Beneficiary or other person capable of 
benefiting under this Deed of Settlement in consequence of 
the exercise by the Trustees of any discretion or power who 
is adult and sui juris by revocable or irrevocable 
instrument in writing declare that permanently or for such 
period as such Beneficiary or other person shall direct such 
Beneficiary or other person shall no longer be included in 
the class of Beneficiaries or be capable of benefiting 
hereunder and shall be a member of the class of Excepted 
Persons for all the purposes hereof or that the benefit 
which such Beneficiary or other person shall be capable of 
receiving hereunder shall be restricted in such manner as 
such Beneficiary or other person way direct provided that if 
a Beneficiary directs the Trustees to exclude him from the 
whole benefit which such Beneficiary shall be capable of 
receiving hereunder then such instrument shall be 
irrevocable . 


(4) From and after the execution of any such instrument as is 
mentioned in sub-clauses (1) (2) and (3) (so long as the 

same if revocable remains unrevoked (and in the case of any 
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instrument executed pursuant to the said sub-clause ( 1 ) 
subject to the provisions of any subsequent unrevoked or 
irrevocable instrument in writing executed pursuant to 
subclause (2) or (3))) the expression the ‘'Beneficiaries" 
and the extent to which the person or class of persons to 
whom such instrument relates shall be capable of benefiting 
hereunder shall be construed in such manner as to give 
effect thereto (but without prejudice to any prior payment 
or application of the Trust Fund or the income thereof made 
under any power conferred by this Deed of Settlement or by 
law) . 

4 . General Powers of Investment 

(1) Subject as hereinafter provided the Trustees shall invest 
the Trust Fund in or upon such investments or property of 
whatever nature whether real or personal and wherever 
situated and whether producing income or not and whether 
involving risk and of a speculative nature or involving 
liability or not or upon such personal credit with or 
without security as the Trustees in their absolute 
discretion think fit to the intent that the Trustees shall 
have the same powers of investment in all respects as if 
they were the absolute owners of the Trust Fund beneficially 
entitled thereto and so that the Trustees shall have power 
to retain any investments or other property real or personal 
for the tine being forming part of the Trust Fund for so 
long as the Trustees in their absolute discretion may think 
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(2) The Trastees with die consent of the Protector or the Protector acting alone shall 
have the power to move the ailministralion of this Deed of Settlement at any time 
and ftom time to time to any other jurisdiction in the world. 

(3) The rights of the Beneficiaries and the tights powers and duties of the Trustees 
under this Deed of Settlement and the construction and effect of every provision 
of this Deed of Settlement shall be detemuned according to the said law of the 
Jurisdiction which shall constitute the proper law of this deed of Settlement but 
they shall be subject to the exclusive jurisdiction of the courts of the place where 
this Deed of Settlement is fiora time to time administered which shall be tire 
forum of administration for the time being of this Deed of Settlement 

PROVIDED THAT subject to sub-clause (4) the Trustees may at any time and from time 

to time by instiument in writing revocably or irrevocably declare that thenceforth or from 

such date as may be specified in such instrument: 

(a) the proper law of this Deed of Settlement shall be changed to the law of 
the forum of administration of this Deed of Settlement for the lime being: and/or 

(b) the rights of all parties hereto and of all Beneficiaries hereunder and the 
construction and effect of each and every provision hereof shall no longer be 
detemiined according to the said law of the Jurisdiction but instead shall be 
detennioed as if they were governed by the law of the forum of administration of 
this Deed of Settlement for the time being, 

(4) The power conferred upon the Trustees by sub-clause (3) shall not be exercisable 
so as to render this De^ of Settlement revocable or unenforceable or in such a 
way that any member of the class of Excepted Persons might be or become 
entitled to or capable of benefiting in any way in or from the Trust Fund or the 
income thereof and any such purported or attempted exercise of the said power 
shall be void and of no effect to the extent (but consistently with Clause 20 only 
to the extent) that such purported or attempted exercise would or might render this 
Deed of Settlement revocable or unenforceable or render any member of the class 
of Excepted Persons so entitled or capable of so benefiting, 

3. Appointment and Exclusion of Beneficiaries 

(1) The Trustees shall have power at any time and from time to time to with prior 

written consent of the Protector by revocable or irrevocable instrument in writing 
executed within the Tnist Period to appoint and direct that any person or class of 
persons not already included in the class of Beneficiaries shall thenceforth be 
included in such. class subject to such (if any) terms conditions or restrictions as 
may be specified in such instrument PROVIDED THAT the provisions of sub- 
clause (2) and (3) shall apply to such person or class of persons whether or not 

such instrument is expressed or irrevocable. 
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(2) The Tniste^ shall have power at aoy time and from time to time widi the prior 
wrinen consent of the Protector (except in cases Xo vritich the provisions of sub> 
clauses (3) ^jply) by revocable or irrevocable instrument in writiog executed 
during the Trust Period to declare that any person or class of persons for ^ time 
being included in die class of Beneficiaries or otherwise cap^ie of benefiting 
under this Deed of Settlement in consequence of the exercise by the Trustees of 
any discretion or power or who would or might but for the exercise of this present 
power subsequently become so included or so capable of benefiting hereunder 
shall no longer be or be able to become so capable of benefiting hereunder and 
shall be or become a member of the class of Excepted Persons for all the purposes 
hereof or to declare that the benefit with such person or class of persons shall be 
capable of receiving hereunder shall be restricted in such manner as may be 
specified in such instrument in writing for a limited or indefinite period 


(3) The Trustees shall if so directed in writing during the Trust Period by a 
Beneficiaiy or other person cap^le of benefiting hereunder this Deed of 
Settlement in consequence of the exercise by die Trustees of aoy discretion or 
power who is adult and sui juris by revocable or irrevocable instrument in writing 
declare that permanendy or for such period as such Beneficiary or other person 
shall direct such Boieficiaiy or other person shall no longer be included in the 
class of Beneficiaries or be c^ble of benefiting bercunder and shall be a member 
of the class of Excepted Persons for all the purposes hereof or that the benefit with 
such Beneficiary or other person shall be capable of receiving hereunder shall be 
restricted in such manner as such Beneficiary or other person may direct provided 
that if a Beneficiary directs the Trustees to exclude him from the whole benefit 
which such beneficiary shall be capable of receiving hereunder then such 
instrument shall be irrevocable. 

(4) From and after the execution of any such insmiment as is mentioned in sub- 
clauses (1) (2) and (3) (so long as the same if revocable remains unrevoked (and 
in die case of any instrument executed pursuant to the said sub-clause ( 1 ) subject 
to the provisions of any subsequent unrevoked or irrevocable instrument in 
writing executed pursuant to subclause (2) or (3))) the expression the 
“Beneficiaries" and the extent to which the person or class of persons to whom 
such instrument relates shall be capable of benefiting hereunder shall be construed 
in such manner as to give effect thereto (but widiout prejudice to any prior 
payment or application of the Trust Fund or the income thereof made under any 
power conferred by this Deed of Settlement or by law). 

4. General powers of Investment 

(1) Subject as hereinafter provided the Trustee shall invest the Trust Fund in or upon 
such investments or property of whatever nature whether real or personal and 
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(4) The power confcned vpoa the Trustees by sub-cliuse (3) shall not bt 
exercisable so as to render this Deed of SetUemeot revocable or uaeaforoeable 
or is sudi a way that any member of die class of Excqimd Persons might be or 
become entitled to or capable of beaefitiag in any way in or firom the Trust 
Fund or the income theie^ and any such puxported or attempted exercise of the 
said power shall be void and of no eiTect to the extent (but COttSStSOt^ 
Clause 20 only to the extent) that such puipoited or attempted exercise would or 
might render this Deed of Settlement revocable or unenforceable or reader any 
member of the class of Excepted Persons so entitled or capable of so beaefltu^. 

3, Appointment and Exclusi on of Beneficiaries 

(2) The Trustees shall have power at any time and from time to time widi the prior 
written consent of the PtDteaor by revocable oi irrevocable insttument in 
writing executed within the Trust Period to appednt and direct that any person or 
class of 2 >erKms not already included in the class Of Beiwficiazies shall 
thenceforth be included in such class subject to such Of any) terms conditioni or 
restrictions u may be specified In such instiumeot PROVjluHD TBAT die 
provisions of sub-clauses (2) and (3) shall APPLY to such person or class of 
persons whether or not such instiuineot is expressed to be inevocahle. 

(2) The Tnistees shall have power at any time and from time u> time with the 
written consent of the Protector (except in cases to which the provisions of 
sub>clsu8e (3) apply) by revocable or irrevocable instniment in writing executed 
during the Trust Period to declare that any person or class of persons, for the 
time being included in the class of Beneficiaries or otherwise capable of 
benefiting under this Deed of Sectlemuit in consequence the exeiciae by the 
Trustees of any discretion or power or who would or might but for the exetdse 
of this present power subsequently become so included or so cqiable of 
benefiting hereunder shall no longer be or be able to become so capable of 
beoefitiog hereunder and shall be or become a member of the class of Bxcq)ted 
Persons for all the purposes hereof or to declare that the benefit which such 
person or class of persons shall be capable of receiving bexrunder shall be 
restriaed in such manner as may be specified in such instrument in writing. 

(3) The Trustees shall if so directed in writing during the Triist Period by l 
Beneficiary or other person capable of benefiting under this Deed of SctOemcoi 
in consequence of the exercise by the Trustees of any discretion or power who 
is adult and sui juris by revocable or irrevocable instrument in wri^ declare 
that pennanently or for such period as such Benefidaxy or other penon shall 
direct such Beneficiary or other person shall no longer be included in the class 
of Beneficiaries or be capable of benefiting hereunder and shall be a member of 
the class of Excepted Persons for all the purposes hereof or that the benefit 
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which mcb Bendiciajy or other person shtU be capable of xcccdviag bemiDder 
shall be restricted in such manno- as such Beneridary or other person may 
direct provided that if a Bcnefidtiy direcu the Trustees to exclude him from fee 
whole beoeilt which such Beocficiaiy shall be capable of receiving hereunder 
then such instrument ^lall be iirevocable. 

(4) Fitnn and after the execution of any such instrument as is mCDtlOOed in 
StttKdausea (1), (2) and (3) (so long as the same if revocable remaitu unxevdced 
(and in the case of any instrument executed jausuant to the said sub-clause (1) 
subject to die provisions d any subsequent unrevolced or irrevocable instnimeot 
is writing executed pursuant to subclause (2) or (3))) the expression fbe 
'Beoeridaries* and the extent to which the person or class of persons to whom 
such instrument relates shall be c^ble of benefiting hereunder shall be 
construed in such manner as to give e£foct thereto (but without prejudice to any 
prior payment or aj^licatlon of the Triist Fund or be income thereof made under 
any power conferred fay this 13eed of Settlement or by law). 

4. neneral Powers of Investment 

(1) Subject as hereinafter provided the Trustees shall invest the Trust Fund in or 
upon such investments or proper^ of whatever nature wtetber real or persooal 
and wherever situated and whdber producing income or not and whether 
involvii^ risk and of a speculative nature or involving liability or not or upon 
such personal credit with or without security as the Trustees in their absolute 
discretion think ftt to the intent that the Trustees shall have the same powers of 
investment in all respects as if tb^ were the absolute owners of the Trust Ihind 
benefIcUny entitled thereto and so that the Trustees shall have power to retain 
any investments or other proper^ real or personal for the time being forming 
part of the Trust Fund for so long as the Trustees in their absolute discretion 
may think ftt or at any time at their discredon to sell, call in and convert into 
monies the same or any part thereof tod (he Trustees shall at the like discretion 
invest the monies produced therefrom in or upon any of the investments or 
property hereby authorized with power at such discretion as aforesaid to vary or 
tran^sc any investments or property for or into othen of any nature hereby 
authorized. 

(2) The income of the Trust Fund yhaii include without apportionment any income 
accrued or accruing but not actually paid or payable at the date upon which the 
underlying property to which it relates becomes subject to the trusts of this Deed 
of Settlement (unless the terms upon which such property is acquired preclude 
such treatment). 
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(2) The Tmstccs with the consent of the Protector or the Protector acting aione shall 
have the power to move the administration of this Deed of SetUement at any time 
and from time to time to any other jurisdiction in the world. 

(3) The rights of the Beneficiaries and the rights powers and duties of the Trustees 
under this Deed of Settlement and the construction and effect of every provision 
of this Deed of Settlement ^tall be determmed according to die said law of the 
Jurisdiction which shall constitute the proper law of this deed of Settlement but 
they shall be subject to the exclusive jurisdiction of the courts of the place where 
this De^ of Settlement is from time to time administered which shall b^the 
forum of administration for the time being of this Deed of Settlement 

PROVIDED THAT subject to sub-clause (4) the Trusteea may at any time and from time 

to time by instrument in writing revocably or irrevocably declare that thenceforth or from 

such date as may be specified in such instrument; 

(a) the proper law of this Deed of Settlement shall be changed to the taw of 
the forum of administiaiion of this Deed of Settlement for the time being: and/or 

(b) the rights of all parties hereto and of all Boiehciarics hereunder and the 
consiUuction and effect of each and every provision hereof shall no longer be 
determined according to the said law of the Jurisdiction but instead shall be 
determined as if they were governed by the taw ofthe forum of administration of 
this Deed of Settlement for the time being. 

(4) The power conferred upon the Trustees by sub-clause (3) shall not be exercisable - 
so as to render this Deed of Settlement revocable or unenforceable or in such a 
way that any member of the class of Excepted Persons might be or become 
entitled to or capable of benefiting in any way in or from the Trust Fund or the 
income thereof and any such purported or attempted exercise of the said power 
shall be void and of no effect to the extent (but consistently with Clause 20 only 
to the extent) that such purported or attempted exercise would or might render this 
Deed of Settlement revocable or unenforceable or render any member of the class 
of Excepted Persons so entitled or capable of so benefiting. 

3. Appointment and Exclusion of Beneficiaries 

(]) The Trustees shall have power at any lime and from time to time to vrith prior 

vsTirten consent of the Protector by revocable or irrevocable instrument in writing 
executed within the Trust Period to appoint and direct that any person or class of 
persons not already included in the class of Beneficiaries shall thenceforth be 
included in such class subject to such (if any) terms conditions or restrictions as 
may be specified in such instrument PROVIDED THAT the provisions of sub- 
clause (2) and (3) shall apply to such person or class of persons whether or not 
such instrument is expressed or irrevocable. 
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(2) The Trustees shall have power at any tiirie and from time to time with the pnor 
written consent of the Protector (except in cases to which the provisions of sub- 
clauses (3) apply) by revocable or irrevocable instrument in writing executed 
during the Trust Period to declare that any person or class of persons for the time 
being included in the class of Beneficiaries or otherwise capable of benefiting 
under this Deed of Settlement in consequence of the exercise by the Trustees of 
any discretion or power or who would or might but for the exercise of this present 
px}wer subsequently become so included or so capable of benefiting hereunder 
shall no longer be or be able to become so capable of benefiting hereunder and 
shall be or become a member of the class of Excepted Persons for all the purposes 
hereof or to declare that the benefit with such person or class of persons shall be 
capable of receiving hereunder shall be restricted in such manner as may be 
specified in such instrument in writing for a limited or indefinite period . 

(3) The Trustees shall if so dircoed in writing during the Trust Period by a 
Benefictary or other person capable of benefiting hereunder this Deed of 
Settlement in consequence of the exercise by the Trustees of any discretion or 
power who is adult and sui juris by revocable or irrevocable instrument in writing 
declare that permanently or for such period as such Beneficiary or other person 
shall direct such Beneficiary or other person shall no longer be included in the 
class of Beneficiaries or be capable of benefiting hereunder and shall be a member 
of the cla^ of Excepted Persons for all the purpose hereof or that the benefit with 
such Beneficiary or other person shall be capable of receiving hereunder shall be 
restricted in such manner as such Beneficiary or other person may direct provided 
that if a Beneficiary directs the Trustees to exclude him frt>m the whole benefit 
which such beneficiary shall be capable of receiving hereunder then such 
instrument shall be irrevocable. 

(4) From and after the execution of any such instrument as is mentioned in sub- 
clauses (1) (2) and (3) (so long as the same if revocable remains unrevoked (and 
in the case of any instrument executed pursuant to the said sub-clause ( 1 ) subject 
to the provisions of any subsequent unrevoked or irrevocable instrument in 
writing executed pursuant to subclause (2) or (3)}) the expression the 
“Beneficiaries” and the extent to which the person or class of persons to whom 
such instrument relates shall be capable of benefiting hereunder shall be construed 
in such manner as to give effect thereto (but without prejudice to any prior 
payment or application of the Trust Fund or the income thereof made under any 
power conferred by this Deed of Settlement or by law). 

4. General powers of Investment 

(1) Subject as hereinafter provided the Trustee shall invest the Trust Fund in or upon 
such investments or property of whatever nature whether real or personal and 
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3. Appointment and Exclusion of Beneficiaries 

( 1 ) The Trustees shall have power at any tine and from tine to 
tine with the prior written consent of the Protector by 
revocable or irrevocable instrunent in writing executed 
within the Trust Period to appoint and direct that any 
person or class of persons not already included in the class 
of Beneficiaries shall thenceforth be included In such class 
subject to such (if any) terns conditions or restrictions as 
nay be specified in such instrunent PROVIDED THAT the 
provisions of sub-clauses (2) and (3) shall apply to such 
person or class of persons whether or not such instrument is 
expressed to be irrevocable. 

(2) The Trustees shall have power at any time and from time to 
time with the prior written consent of the Protector (except 
in cases to which the provisions of sub-clause (3) apply) by 
revocable or irrevocable instrument in writing executed 
during the Trust Period to declare that any person or class 
of persons for the time being included in the class of 
Beneficiaries or otherwise capable of benefiting under this 
Deed of Settlement in consequence of the exercise by the 
Trustees of any discretion or power or who would or might ' 
but for the exercise of this present power subsequently 
become so included or so capable of benefiting hereunder 
shall no longer be or be able to become so capable of 
benefiting hereunder and shall be or become a member of the 
class of Excepted Persons for all the purposes hereof or to 
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declare that the benefit which such person or class of 
persons shall be capable of receiving hereunder shall be 
restricted in such manner as may be specified in such 
instrument in writing. 

The Trustees shall if so directed in writing during the 
Trust Period by a Beneficiary or other person capable' of 
benefiting under this Deed of Settlement in consequence of 
the exercise by the Trustees of any discretion or power who 
is adult and sui juris by revocable or irrevocable 
instrument in writing declare that permanently or for such 
period as such Beneficiary or other person shall direct such 
Beneficiary or other person shall no longer be included in 
the class of Beneficiaries or be capable of benefiting 
hereunder and shall be a member of the class of Excepted 
Persons for all the purposes hereof or that the benefit 
which such Beneficiary or other person shall be capable of 
receiving hereunder shall be restricted in such manner as 
such Beneficiary or other person nay direct provided that if 
a Beneficiary directs the Trustees to exclude hin from the 
whole benefit which such Beneficiary shall be capable of 
receiving hereunder then such instrument shall be 
irrevocable . 


(4) From and after the execution of any such instrument as is 
mentioned in sub-clauses (1) (2) and (3) (so long as the 

same if revocable remains unrevoKed (and in the case of any 
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instrument executed pursuant to the said sub-clause (1) 
subject to the provisions of any subsequent. unrevoked or 
irrevocable instrument in writing executed pursuant to 
subclause (2) or (3))) the expression the “Beneficiaries" 
and the extent to which the person or class of persons to 
whom such instrument relates shall be capable of benefiting 
hereunder shall be construed in such manner as to give 
effect thereto (but without prejudice to any prior payment 
or application of the Trust Fund or the income thereof made 
under any power conferred by this Deed of Settlement or by 
iawj . 

4 . General Powers of Investment 

(1) Subject as hereinafter provided the Trustees shall invest 
the Trust Fund in or upon such investments or property of 
whatever nature whether real or personal and wherever 
situated and whether producing income or not and whether 
involving risk and of a speculative nature or involving 
liability or not or upon such personal credit with or 
without security as the Trustees in their absolute 
discretion think fit to the intent that the Trustees shall 
have the same powers of investment in all respects as if 
they were the absolute owners of the Trust Fund beneficially 
entitled thereto and so that the Trustees shall have power 
to retain any investments or other property real or personal 
. for the time being forming part of the Trust Fund for so 
long as the Trustees in their absolute discretion may think 
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8. COMMITTEE OF TRUST PROTECTORS. 

8.1 rniwgri^ifin n. A Committee of Trust Protectors is hereby constituted to provide 
advice to the Trustee. Should the Conimitiee demn it desirable to ide:^ or to restrict any of 
its powers or the exercise thereof U shall promptly aoiify the Trustee in writing. 

8.2 Mmhgndii| %- The C<Mnmittee ofTnist PTOtectoTs shsU be Comprised of DO moic 

than five (5) members and no fewer than oat (1) member. The first Chairman and members 
of tire shall be those persons namgd jh Schedule *A* , SectitKi 3. The memben shall 

hold office until «ich time as stmh af^x^tees sisall respectively die, resign, or become legally 
incompetent. The Committee may at any time by a nu^oiity vote of the memben of the 
CommittBe, each member having one (t) vote, ad^tional or replacement membms of 

die Committee, and if at any time th»e is no perscMi wbo is a member of the Committee, then 
tile Tnis^ shall ^ipctint indqiehdent persons to the Committee within nineQr (90) days of notice 
being received by the Trustee that there is no mcmb« of the Committee. If the Trustee fails 
to appoint new members of the Committee within the said period of ninety (90) days, then the 
Beneficiaries shall ^Tpoint'indqiaident persons to the Committee. Such appe^tment shall be 
by a majority vote of the Beneficiaries, with each Beneficiary having one (1) vote. In the case 
of a tie the ddest Benefidary in years of a^ shall have a second or casting vote. Any 
individual may smve as a member of the Committee, other tiian (i) the Settlor and, (ii) until the 
expixaticxi of the second anniversary foUowing the death of the Stitior, any Beneficiary; provided 
' that at no time shall a majority of the CTocnmittee consist of Beneficiaries. No. such-individud 
shall Krve botii as a Trustee and a$-a member of the Committee. 

8.3 Vice^hflirmflB and succe ssor Chginnan. The Committee may app^t a 
Vice-Chaimum to serve for a term to be designated by tite Committee and the Vice-Chairman 
shall also be the ntccessm’ Chairman to serve in the cap^ty of Chairman in the event that the 
Chairman shall resign or for any reason cease or be unable to act as Chairman, or be unable to 
c hair any nteeting of the Committee. Vice-Chairmen shall be ^ipointed by majority vote of the 
members of the Committee, with each member having one (1) vote. All ^jpointments and 

shall be made by an instrument in writing duly signed and acknowledged by the 
Ccunmittee and deUversd to tiie Trustee. In the event that a successor Chairman has not been 
designated and the Chainnan ceases is unable or is unwilling to act as Chairman, then the 
tfaa-acting ViceChairmao shall succeed to the postion of Chainnan. Should the N^ce-ebairman 
cease or be unable to serve in tiie capacity of Chainnan, (hen the Committee is empowered and 
directed to appennt any member of (he Committee to act as a successor Chainnan hereunder. 
The Committee also has the power to tenninate any such appointment at any time with or 
without cause. 

8*4 Voting . All actions taken and advice rendered by the Committee shall require 
the approval of a majority of the members. Approvals signed on a counterpart document shall 
be as valid as if all Committee members had signed the same document. In any voting on any 
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matter requiring any decision, action or a|)provaI by the Committee, each member shall have one 
(1) vote and in the case of equality of votes, the Chairman or acting Chairman shaD have a 
second or casting vote. 

g.5 Removal, annoliitnieiit and ranhrwnwit of the Trustee. Subject to any 
provisions in this Trust Agreement to the contrary, the Committee is empowered to remove, 
appdnt Of replace any Trustee with or without cause at any time, and may exercise all the 
powers expressed or implied which are given to the Committee in this Trust Agreement. 

8.d Tnenwring . The. Committee or any member thereof shall at all times with or 
without notice to the Trustee shall have the right to inspect and copy all the books and records, 
inclnding but not limited to all minutes of meetings of the Tnistee and of all documents 
considered by the Trustee in making any decisioil pursuant to their powers hereunder, or relating 
to the Trust created hereby or of any trust creatW hereunder. In making any inspection the 
Committee or member sbtdl be entitled to be accompanied by any advisois of his choice. 

8.7 Delenation of Anthoritv . Each individual Committee member has the power to 
delegate his tight, power, audioiity and discretion t;o one or more other individuals as the 
delegating Committee member may select and qipoint, other than the Settlor or any Beneficia^, 
if in the opinion of the delegating Committee member, such delegation is in the best interest of 
the Benefidaries of this or any Trust created pursuant to this Trust Agreement. The power of 
delegation shall be exercised by delivery by the delegating Committee member to the 
co-members of the Comntittee and to the Tnistee, of written notice of the powen delegated. 
This delegation shall terminate when the delegating Committee membm delivers to the 
co-memben of the Committee and to the Trustee written notice that the delegation has 
terminated. The delegating Committee member shall incur do liability in the absence of bad 
laith, fraud, misconduct, negligence or willful wrongdoing to any Beneficiary as a result of any 
actions taken or not taken within the scope of the delegation during the period of delegation. 
The Trustee may grant an indemnity out of the Trust Fund to any Commitice member or to such 
delegatee upon such terms snd cortditions as the Trustee may think fit 

9. RECORDS AND ACCOUNTING . 

9.1 Keeping of records and accounts . The Trustee shall keep accurate accounts and 
shall have them audited annually, subject to this Trust Agreement, by a firm of certified public 
accountants or chartered accountants of good repute. The expenses of such audit shall be paid 
dther out of the capital or income of the Trait Fund as the Trastee may decide. The 
requirement of an annual audit shall only apply if die Settlor or any Beneficiary so requeats and 
notifies the Trastee in writing. All records and accounts shall be open to inspection by the 
Committee and its advisois who may take copies thereof. 
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8. COMMITTEE OF TRUST PROTECTORS . 

8.1 Constitution . A Commilicfi of Trust Protectors is hereby constituted to provide 
advice to the Trustee. Should the Committte deem it dcsirabic to release or to restrict any of 
its powers or the exerdse thereof it shall prom^rtly nod^ Ac Trus^ in writing. 

8.2 Membership . The Committee of Trust Protectors shall be comprised of no more 
than five (5) members and no fewer than one (I) member. The first Chairman and meinben 
of the Committee shall be Aose persons named in Schedule *A*« Section 3. The members shall 
hold office until such time as such appointees shall respectively, die, resign, or become legally 
incompetent. The Committee may at any time by a majority vote of Ac xnembOT of Ae 
Committee, each member having one (1) vote, appoint additional or replacement members of 
Ae Committee, and if at any time Acre is no person who Is a member of Ac Committee, Acn 
Ae Trustee shall appoint indc55endent persons to Ac Committee within ninety (90) days of notice 
being received by Ac Trustee that Acre is no member of the Committee. If Ac Trustee fails 
to appoint new members of Ae Committee wiAm Ac said period of ninety (90) days, then Ae 
Beneficiaries shall appoint Independent persons to Ae Committee: Such appointment shall be 
by a majority vote of Ae Beneficiaries, wiA each Beneficiary having one (1) vote. In Ae case 
of a tie Ae eldest Beneficiary in years of age shall have a second or casting vote. Any 
inAvidual may serve as a mmnbcr of Ae Committee, oAer than (i) Ae Senior and, (ii) until Ae 
expiration of Ae second anniversary foUowmg Ae deaA of the Settlor, any Beneficiary; provided 
Aat at no time shall a majority of Ac Committee cotiast of Bcrwficiarics. No such individual 
shall serve boA as a Trustee and as a -member of Ac Commits. 

8.3 Vice-Chairman and TOccessor Chairman . The Committee may appoint a 
Vice-Chairman to serve for a term to be design^ed by Ac Committee and Ae Vice-Chairman 
shall also be Ac sucossor Chairman to serve In Ac capaci^ of Chairman m Ae event Aat Ae 
Chairman shall resign or for any reason cease or be unable to act as Chairman, or be unable to 
chair any meeting of Ac Committee. Vice-Chairmen Aall be appointed by majority vote of Ae 
members of Ac Committee, wiA each member having one (1) vote. All appointments and 
designations shall be made by an mstrument in writing duly signed and acknowledged by Ae 
Committee and delivered to Ae Trustee. A Ac event Aat a successor Chairman has not been 
designated and Ae Chairman ceases is unable or is unwilling to as Chairman, Aen Ae 
Acn-acting Vice-Chairman shall succeed to Ae position of Chairman. Should Ae Vice-chairman 
cease or be unable to serve in Ae capacity of Chairman, Aen Ae Committee is empowered and 
directed to appomt any member of Ac Committee to act as a successor Clhairman hereunder. 
The Cbmmiitee also has Ae power to terminate any such appointment at any time wiA or 
wiAout cause. 


8.4 Voting . All actions taken and advice rendered by Ae Committee shall require 
Ac approval of a majority of Ac members. Approvals signed on a counterpart document shall 
be as valid as if all Committee memben had signed Ae same document. In any voting on any 
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matter requiring any decision, action or ^roval by the Committee, each member shall have one 
(1) vote and in the case of equality of votes, the Chairman or acting Chairman shall have a 
second or casting vote. 

8^ Removal, appointment and replaceme nt of the Trustee. Subject to any 
provisions in this Trust Agreement to the conlraiy, the Commiticc is empowered to remove, ' 
appoint or replace any Trustee with or without cause at any time, and may exercise ail the 
powers expressed or implied which are given to the Committee in this Trust Agreement 

8.6 Inspection . The Committee or any member thereof shall at all times with or 
without notice to the Trustee shall have the right to inspect and copy all the books and records, 
including but not limited to all minutes of meetings of the Trustee and of all documents 
consider^ by the Trustee in making any decision pursuant to their powers hereunder, or rel^ng 
to the Trust created hereby or of any trust crea^ hereunder. In making any inspection the 
Committee or member shil be entitled to be accompanied by any advisors of his choice. 

8.7 Delegation of Authority . Each individual Committee member has the power to 
delegate his right, power, authority and discredon t:o one or more other individuals as the 
delegating Committee member may select and appoint, other than the Settlor or any Beneficiary, 
if in the opinion of the deleg a tin g Committee member, sudi delegation is in the best interest of 
the Beneficiaries of this or any Trust created pursuant to this Trust Agreement. The power of 
delegation shall be exercised by delivery by the delegating Committee member to the 
co-members of the Committee and to the Trustee, of written notice of the powers delegated. 
This delegation shall terminate when the. delegating Committee member delivers to the 
co-membm of the Committee and to the Trustee written notice that the delegation has 
terminated. The delegating Committee member shall incur no liability in the absence of bad 
faith, fraud, misconduct, negligence or willful wrongdoing to any Benefidaiy as a result of any 
actions taken or not taken within the scope of the delegation during the period of delegation. 
The Trustee may grant an indemnity out of the Trust Fund to any Committee member or to such 
delegatee upon such temis and conditions as the Trustee may think fit. 

9. RBCORDS AND ACCOUNTING. 

9,1 Keening of rt?cQrds and accounts . The Trustee shall keep accurate accounts and 
Shan have them audited annually, subject to this Trust Agreement, by a firm of certified public 
accountants or chartered accountants of good repute. The expenses, of such audit shall be paid 
either out of the capital or income of the Trust Fund as the Trustee may decide. The 
requirement of an annual audit shall only aprply if the Settlor or any Beneficiary so requests and 
notifies the Trustee in writing. All records and accounts shall be open to inspection by the 
Committee and its advisors who may take copies thereof. 
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Michel C. French 


Dallas, Texas 75201 


December 21, 2000 


mmmmmmm - Redacted by the Permanent 

Subcommittee on Investigations 


Aundyr Trust Company Ltd. 

International House 
Castle Hill, Victoria Road 
Douglas, Isle of Man IM2 4RB 
British Isles 

Ms. Sharyl Robertson 
c/o Irish Trust Company 
P. O. Box 30868SMB 
5 ^^ Floor, Ugland House 
George Town Grand Cayman 
Cayman Islands, BWI 

Re: Pitkin Trust II 


Dear Sir/Madam: 


This letter is addressed to you as Trustee and Protector, respectively, of the Pitkin 
Trust 11, a trust created under the laws of the Isle of Man (the "Trust"). 


I hereby resign as Protector of the Trust, effective as of January 23, 2001 . I further 
relinquish all fiduciary and other authority (including any authority to act as attorney or agent) 
with respect to the Trust as of such date. 
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- Redacted by the Permanent 
^^^^___Subconimitteew^ivestigations 


Shari Robertson 
12/26/2000 07:41 AM 


To; mboucher^ 
cc; Evan Wyly/li 
Subject; Protector iss 


I believe that Mike signed a document last week resigning as Protector of all Trusts You had mentioned 
that the Wyly's wanted to add you immediately upon resignation erf Mike pending the new protector 
company. Will you see to the necessary paperwork? I think it some instances i appoint additional 
protectors. In other instances I believe I need to resign before new protectors may be appointed I just 
think it is smart to get an additional protector added Additionally, 1 know Mike was "charman" of the 
protector committee. Don't know whether that capacity is necessary and who the Wyly's want I'li let you 
take care of all, unless I need to be involved 


The information contained in this e-mail message is intended only for the personal and confidential use of 
the recipient(s) named above. This message may be an attorney-client communication and as such is 
privileged and confidential. If the reader of this message is not the intended recipient or an agent 
responsible for delivering it to the intended recipient, you are h«'eby notified that you have received this 
document in error and that any review, dissemination, distribution, or copying if tills message is strictly 
prohibited. If you have received this communication in error, please notify us immediately by e-mail, and 
delete the original message. 
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Sharyl Robertson 

Redacted by the Permanent 
Subcommittee on Investig^ions 


February 6, 2004 

IFG International Trust Company Ltd. 

International House 
Castle Hill, Victoria Road 
Dougks, Isle of Man 
IM2 4RB 
British Isles 

Ms. Michelle Boucher 
C/o Irish Trust Company Limited 
P.O. Box 10658 APO 
5^ Floor, Harbour Place 
George Town, Grand Cayman 
Cayman Islands, British West Indies 

Re: Bessie Trust 

Dear Sir/Madam 

This letter is addressed to you as Trustee and Protector, respectively, of the Bessie Trust, 
a trust created under the laws of Isle of Man on 2"*^ February 1994 (the ‘Trust”)- 

I hereby resign as the Protector of the Trust, effective as of February 6, 2004. I further 
relinquish all fiduciary and other authority (including any authority to act as attorney or 
agent) with respect to the Trust as of such date. 


Yours Truly, 


Sharyl Robertson 
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Sharyl Robertson 

Redacted by the Permanent 
Subcommittee on Investigations 


February 6, 2004 

IFG International Trust Company Ltd. 

International House 
Castle Hill, Victoria Road 
I>ougks, Isle of Man 
IM2 4RB 
British Isles 

Ms. Michelle Boucher 
C/o Irish Trust Company Limited 
P.O. Box 10658 APO 
5* Floor, Harbour Place 
George Town, Grand Cayman 
Cayman Islands, British West Indies 

Re: Bulldog Trust n 

Dear Sir/Madam 

This letter is ^dressed to you as Trustee and Protector, respectively, of the Bulldog Trust 
II, a trust created under the laws of Isle of Man (the “Trust”). 

I hereby resign as the Protector of the Trust, effective as of February 6, 2004. I further 
relinquish all fiduciary and other authority (including any authority to act as attorney or 
agent) with respect to the Trust as of such date. 


Yours Truly, 


Sharyl Robertson 
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Sharyl Robertson 


Redacted by the Permanent 
Subcommittee on Investigations 


February 6, 2004 

IFG IntematioDa! Trust Company Ltd. 

IniCTnational House 
Castle Hill, Victoria Road 
Douglas, Isle of Man 
IM2 4RB 
British Isles 

Ms. Michelle Boucher 

C/o Irish Trust Company Limited 

P.O. Box 10658 APO 

5*^ Floor, Harbour Place 

George Town, Grand Cayman 

Cayman Islands, British West Indies 

Re: Ginger Trust 

Dear Sir/Madam 

This letter is addressed to you as Trustee and Protector, respectively, of the Ginger Trust, 
a trust created by Deed of Appointment dated 27th March 2001 (the "Sub Trust ) our of 
the Bessie Trust, a trust created under the laws of the Isle of Man on 2" February 1994 
(the “Trust”). 

I hereby resign as the Protector of the Trust, effective as of February 6, 2004. 1 further 
relinquish all fiduciary and other authority (including any authority to act as attorney or 
agent) with respect to the Trust as of such date. 


Yours Truly, 


■Sharyl Robertson 
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Sharyl Robertson 


Redacted by the Permanent 
_Subconmittee_onInvestig^OT^ 


Felmjary 6, 2004 

IntCTContineotal Management Limited 

Prospect Chambers 

Prospect Hill 

Douglas, Isle of Man 

IMl lET 

British Isles 

Ms. Michelle Boucher 
C/o Irish Trust Con^any Limited 
P.O. Box 10658 APO 
Floor, Harbour Place 
George Town, Grand Cayman 
Cayman Islands, British West Indies 

Re: The LaFourche Trust 

Dear Sir/Madam 

This letter is addressed to you as Trustee and Protector, respectively, of the LaFourche 
Trust, a trust created under the laws of Isle of Man (the ‘Trust”)- 

I hereby resign as the Protector of the Trust, effective as of February 6, 2004. 1 further 
relinquish all fiduciary and other authority (including any authority to act as attorney or 
agent) with respect to the Trust as of such date. 


Yours Truly, 


Sharyl Robertson 
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Sharyl Robertson 

Redacted by the Permanent 
Subcommittee on Investigations 


February 6, 2004 

Trident Trust Company (I.O.M.) Limited 

P.O. Box 175 

12-14 Finch Road 

Doughs, Isle of Man 

IM99 ITT 

British Isles 

Ms. Michelle Boucher 
C/o Irish Trust Con^any Limited 
P.O. Box 10658 APO 
5* Floor, Harbour Place 
George Town, Grand Cayman 
Cayman Islands, British West Indies 

Re: Pitkin Trust 11 

Dear Sir/Madam 

This letter is addressed to you as Trustee and Protector, respectively, of the Pitkin Trust 
II, a trust created under the laws of Isle of Man (the ‘Trust”). 

I hereby resign as the Protector of the Trust, effective as of February 6, 2004. 1 further 
relinquish all fiduciary and other authority (including any authority to act as attorney or 
agent) with respect to the Trust as of such date. 


Yours Truly, 


Sharyl Robertson 
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Sharyl Robertson 

Redacted by the Permanent ^ 
Subcommittee on Investigations 


February 6, 2004 

Trident Trust Company (I.O.M.) Limited 

P.O. Box 175 

12-14 Finch Road 

Douglas, Isle of Man 

IM99 ITT 

British Isles 

Ms. Michelle Boucher 
C/o Irish Trust Company Limited 
P.O. Box 10658 APO 
5* Floor, Harbour Place 
George Town, Grand Cayman 
Cayman Islands, British West Indies 

Re: The Tyler Trust & The Chaos Trust 

Dear Sir/Madam 

This letter is addressed to you as Trustee and Co-Protector, respectively, of the Tyler 
Trust (including its constituent sub-fund, the Chaos Trust), a trust created under the laws 
of Isle of Man by deed dated 2"'^ February 1994 as later varied by deed dated 23^'^ January 
2001 (together the "Trust”). 

I hereby resign as the Protector of the Trust, effective as of February 6, 2004. I further 
relinquish all fiduciary and other authority (including any authority to act as attorney or 
agent) with respect to the Trust as of such date. 


Yours Truly, 


Sharyl Robertson 
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Sharyl Robertson 


Redacted by the Permanent 
Subcommittee on Inv^igations_ 


February 6, 2004 

CloseTrustees (Isle of Man) Limited 

P.O. Box 203 

St. George’s Court 

Upper Church Street 

Douglas, Isle of Man 

IM99 IRB 

British Isles 

Ms. Michelle Boucher 

C/o Irish Trust Company Limited 

P.O. Box 10658 APO 

5* Floor, Harbour Place 

George Town, Grand Cayman 

Cayman Islands, British West Indies 

Re: Red Mountain Trust 

Dear Sir/Madam 

This letter is addressed to you as Trustee and Protector, respectively, of the Red 
Mountain Trust, a trust created under the laws of Isle of Man (the ‘Trust”). 

I hereby resign as the Protector of the Trust, effective as of February 6, 2004. I further 
relinquish all fiduciary and other authority (including any authority to act as attorney or 
agent) with respect to the Trust as of such date. 


Yours Truly, 


Sharyl Robertson 


Confidential 

SEC_ED00072705 


PSI ED00072705 



3011 


Sharyl Robertson 

Redacted by the Peimanent 
Subcommittee on Investigations 


November 25th, 2004 

Trident Trust Company (l O.M.) Limited 

P.O. Box 175 

12-14 Finch Road 

Douglas, Isle of Man 

IM991TT 

British Isles 

Ms. Michelle Boucher 

C/o The Irish Trust Company (Cayman) Ltd 

P.O. Box 10658 APO 

s'*" Floor, Harbour Place 

George Town, Grand Cayman 

Cayman Islands, British West Indies 

Re: Pitkin Trust (formerly Pitkin Non-Grantor Trust) 

Dear Sir/Madam 

This letter is addressed to you as Trustee and Co-Protector, respectively, of the Pitkin 
Tmst, a trust created under the laws of Isle of Man on 23'"* March 1992 (the ‘Tmst”). 

I hereby resign as the Protector of the Trust, effective as of the date of this letter. I 
further relinquish all fiduciary and other authority (including any authority to act as 
attorney or agent) with respect to the Trust as of such date. 



Permanent Subcommittee on Investigations 

EXHIBIT #66 - FN 535 
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November 25th, 2004 

Trident Trust Company (I.O.M.) Limited 

P.O.Box 175 

12-14 Finch Road 

Douglas, Isle of Man 

IM99 ITT 

British Isles 

Ms. Michelle Boucher 

C/o The Irish Trust Company (Cayman) Ltd 

P.O. Box 10658 APO 

5“' Floor, Harbour Place 

George Tovm, Grand Cayman 

Cayman Islands, British West Indies 

Re: Castle Creek International Trust 

Dear Sir/Madam 

This letter is addressed to you as Trustee and Co-Protector, respectively, of the Castle 
Creek International Trust, a trust created under the laws of Isle of Man on d”" December 
1992 (the ‘Trust”). 

I hereby resign as the Protector of the Trust, effective as of the date of this letter. I 
further relinquish all fiduciary and other authority (including any authority to act as 
attorney or agent) with respect to the Trust as of such date. 


Yours truly. 



'I 


Sharyl Robertson 


permanent Subcommittee OP Investisations 
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November 25th, 2004 

IFG International Trust Company Limited 

International House 

Castle Hill, Victoria Road 

Douglas, Isle of Man 

IM2 4RB 

British Isles 

Ms. Michelle Boucher 

C/o The Irish Trust Company (Cayman) Ltd 

P.O. Box 10658 APO 

5 "' Floor, Harbour Place 

George Town, Grand Cayman 

Cayman Islands, British West Indies 

Re: The Bessie Trust 

Dear Sir/Madam 

This letter is addressed to you as Trastee and Co-Protector, respectively, of The Bessie 
Tmst, a trust created under the laws of Isle of Man on 2"*’ February 1994 (the ‘Trust”). 

I hereby resign as the Protector of the Trust, effective as of the date of this letter. I 
further relinquish all fiduciary and other authority (including any authority to act as 
attorney or agent) with respect to the Tmst as of such date. 


Yours duly, 

Sharyl Rcioertson 


Permanent Subcommittee on Investigations 
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November 25th, 2004 

IFG International Trust Company Limited 

International House 

Castle Hill, Victoria Road 

Douglas, Isle of Man 

IM2 4RB 

British Isles 

Ms. Michelle Boucher 

C/o The Irish Trust Company (Cayman) Ltd 

P.O. Box 10658 APO 

5* Floor, Harbour Place 

George Town, Grand Cayman 

Cayman Islands, British West Indies 

Re: Ginger Trust 

Dear Sir/Madam 

This letter is addressed to you as Trustee and Co-Protector, respectively, of the Ginger 
Trust, a trust created by Deed of Appointment dated 27th March 2001 (the “Sub Trust”) 
out of The Bessie Trust, a trust created under the laws of the Isle of Man on 2"'* February 
1994 (the “Trust”). 

I hereby resign as the Protector of the Sub Trust, effective as of the date of this letter. I 
further relinquish all fiduciary and other authority (including any authority to act as 
attorney or agent) with respect to the Sub Trust as of such date. 


Yours truly, 

Sharyl Rooertson 
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November 25th, 2004 

Inter-Continental Management Limited 

Prospect Chambers 

Prospect Hill 

Douglas, Isle of Man 

IMl lET 

British Isles 

Ms. Michelle Boucher 

C/o The Irish Trust Company (Cayman) Ltd 

P.O. Box 10658 APO 

5* Floor, Harbour Place 

George Town, Grand Cayman 

Cayman Islands, British West Indies 

Re; La Fourche Trust 

Dear Sir/Madam 

This letter is addressed to you as Trustee and Co-Protector, respectively, of the 
LaFourche Trust, a trust created under the laws of Isle of Man on 18'^ July 1995 (the 
“Trust”). 

I hereby resign as the Protector of the Trust, effective as of the date of this letter. I 
further relinquish all fiduciary and other authority (including any authority to act as 
attorney or agent) with respect to the Trust as of such date. 


Yours truly. 



Sharyl Robertson 


SR 0000688 
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November 25 th, 2004 

Trident Trust Company (I.O.M.) Limited 

P.O. Box 175 

12-14 Finch Road 

Douglas, Isle of Man 

IM99 ITT 

British Isles 

Ms. Michelle Boucher 

C/o The Irish Trust Company (Cayman) Ltd 

P.O. Box 10658 APO 

5 "’ Floor, Harbour Place 

George Town, Grand Cayman 

Cayman Islands, British West Indies 

Re: The Tyler Trust 
Dear Sir/Madam 

This letter is addressed to you as Trustee and Co-Protector, respectively, of The Tyler 
Tmst, a trust created under the laws of Isle of Man by deed dated 2 ”^ February 1994 (the 
“Trust”). 

1 hereby resign as the Protector of the Trust, effective as of the date of this letter. I 
further relinquish all fiduciary and other authority (including any authority to act as 
attorney or agent) with respect to the Trust as of such date. 


Yours truly. 



Sharyl Robertson 


SR 0000689 
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November 25th, 2004 

IFG International Tmst Company Limited 

International House 

Castle Hill, Victoria Road 

Douglas, Isle of Man 

IM2 4RB 

British Isles 

Ms. Michelle Boucher 

C/o The Irish Trust Company (Cayman) Ltd 

P.O. Box 10658 APO 

5* Floor, Harbour Place 

George Town, Grand Cayman 

Cayman Islands, British West Indies 

Re: Bulldog Trust (formerly Bulldog Non-Grantor Trust) 

Dear Sir/Madam 

This letter is addressed to you as Trustee and Co-Protector, respectively, of the Bulldog 
Trust, a trust created under the laws of Isle of Man on 1 1"* March, 1992 (the “Trust”). 

I hereby resign as the Protector of the Trust, effective as of the date of this letter. I 
further relinquish all fiduciary and other authority (including any authority to act as 
attorney or agent) with respect to the Trust as of such date. 


Yours truly. 




Sharyl Robertson 


Permanent Subcommittee on Investigations 
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November 25th, 2004 

Close Trustees (Isle of Man) Limited 

P.O. Box 203 

St. George’s Court- 

Upper Church Street 

Douglas, Isle of Man 

IM99 IRB 

British Isles 

Ms. Michelle Boucher 

C/o The Irish Trust Company (Cayman) Ltd 

P.O. Box 10658 APO 

5*'' Floor, Harbour Place 

George Town, Grand Cayman 

Cayman Islands, British West Indies 

Re: The Red Mountain Trust 

Dear Sir/Madam, 

This letter is addressed to yon as Trustee and Co-Protector, respectively, of The Red 
Mountain Trust, a trust created under the laws of Isle of Man on 18"’ July 1995 (the 
‘Trust”). 

I hereby resign as the Protector of the Trust, effective as of the date of this letter. I 
further relinquish all fiduciary and other authority (including any authority to act as 
attorney or agent) with respect to the Trust as of such date. 


Yours truly, 



Permanent SHhcommittec on I nvestigations 

FXHTBTT #66 - FN 535 


SR 0000862 




3019 


Sharyl Robertson 


Redacted by the Peimanent 
Subcommittee on Investigations 


November 25th, 2004 

IFG International Trust Company Limited 

International House 

Castle Hill, Victoria Road 

Douglas, Isle of Man 

IM2 4RB 

British Isles 

Ms. Michelle Boucher 

C/o The Irish Trust Company (Cayman) Ltd 

P.O. Box 10658 APO 

s"" Floor, Harbour Place 

George Town, Grand Cayman 

Cayman Islands, British West Indies 

Re: Lake Providence International Trust 

Dear Sir/Madam 

This letter is addressed to you as Trustee and Co-Protector, respectively, of the Lake 
Providence International Trust, a trust created under the laws of Isle of Man on 4"' 
December 1992 (the “Trust”). 

I hereby resign as the Protector of the Trust, effective as of the date of this letter. I 
further relinquish all fiduciary and other authority (including any authority to act as 
attorney or agent) with respect to the Trust as of such date. 


Yours truly, 



Sharyl Robertson 


pprirmnent Subcominittee op Investigations 

EXHIBIT #66 - FN 535 


SR 0001052 




3020 


Sharyl Robertson 


Redacted by (he Permanent 
Subcommittee on Investigations 


November 25th, 2004 

IFG International Trust Company Limited 

International House 

Castle Hill, Victoria Road 

Douglas, Isle of Man 

IM2 4RB 

British Isles 

Ms. Michelle Boucher 

C/o The Irish Trust Company (Cayman) Ltd 

P.O. Box 10658 APO 

5'*' Floor, Harbour Place 

George Town, Grand Cayman 

Cayman Islands, British West Indies 

Re: Delhi International Trust 

Dear Sir/Madam 

This letter is addressed to you as Trustee and Co-Protector, respectively, of the Delhi 
International Trust, a trust created under the laws of Isle of Man on 4* December 1992 
(the ‘Trust”). 

I hereby resign as the Protector of the Trust, effective as of the date of this letter. I 
further relinquish all fiduciary and other authority (including any authority to act as 
attorney or agent) with respect to the Trust as of such date. 


Yours truly. 


Sharyl Robertson 


Permanent Subcommittee on Investigations 
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November 25th, 2004 

Trident Trust Company (I.O.M.) Limited 

P.O. Box 175 

12-14 Finch Road 

Douglas, Isle of Man 

IM99 ITT 

British Isles 

Ms. Michelle Boucher 

C/o The Irish Trust Company (Cayman) Ltd 

P.O. Box 10658 APO 

5* Floor, Harbour Place 

George Town, Grand Cayman 

Cayman Islands, British West Indies 

Re: Chaos Trust 
Dear Sir/Madam 

This letter is addressed to you as Trustee and Co-Protector, respectively, of the Chaos 
Trust, a trust created by Deed of Appointment dated 7'*’ January 2002 (the “Sub Trust”) 
out of The Tyler Trust, a trust created under the laws of the Isle of Man on 2"'* February 
1994, (the “Trust”). 

I hereby resign as the Protector of the Sub Tmst, effective as of the date of this letter. I 
further relinquish all fiduciary and other authority (including any authority to act as 
attorney or agent) with respect to the Sub Trust as of such date. 


Yours truly, 



Permapent Subcommittee on Investteations I 

^^XmBIT#66^FN535j 
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The Irish Trust Company (Cayman) Ltd 



FACSIMELE COVER PAGE 



TO: 

Charles Wyly 

From 

MicheUe Boucher 

FAX; 

1-214- 

Redacted by the Permanent 
Subcommittee on Investigations 

1 Fax; 

Tel: 

345-1 1 
345-! 

Redacted by the Permanent 
Subcommittee on Investigation 


DATE: October 3 1st, 2000 


We ne transmitting Please contact die undersigned if there is a problem 

widi die transmissimL 


Mr. Wyly, 

Further to my conference call widi Sam Last week, please find attached a summary of 
issues relating to the selectioQ of protectors as wdl as q>ecific suggestions. 

As you are aware, we have a substantive meeting set np in Cayman for November 28'*', 
whiUdi we hope vdU move us well forward to est^lish^ the Protector Company. 
Rodney Owens, Keeley, Shari and myself will be in attemiance at die meeting with 
Cayman based attorneys Maples & Catder. 

If you have any questions or comments, Td be pleased to discuss foem at your 
coDvenieoce. 


I Permanent Subcommittee on Investigations 

EXHIBIT #66 -FN 536 


CONFIDENTIAL 

SECI00094691 

PSI00106558 




3023 


10/31/00 


13:21 FAX 


@002/002 


list of Candidates for Protestor or Directors of the Protector Coii5)aiiy: 
neneral Guidelines: 

ProtectiKS sbosldbe iodmduils 
. are ftmiliaz with die WylyutiviiUa 

bave knoidedge and ciqpenise ie stractunog traeeacooBs uid investing m die types' of as^ts required 

- are with and covifixtaUe to iotecact with tnistees. attmieya, brokecs aold odm fiT ia nci a l 

tf> rnrfin^maiK atxleimircpropftf eTecuDOD of tPlSt tCtivitigS 

• have the avaSiibte to SI diairole adegcatety aad teapoosibly, and he able to act and react widus- ' 

iBquktti time fiames 

. uadecstand the icspo&sibUities KabiHties diey usdectakc by serving in this role 
ore lilsly to be izmdved widi Wyly activUiei oa n uavntiTiumg and long term basis 

- j |5 m grr»»y bt^ Tin^ by tj R arcitizeps ^ic- Ko udini than 5C% of the directors 

shoi ^ be U.S. residenti or citiz ene) 

. am not wviy Amd y meabets 



Family office eniployees - domestic and Cardsn 

Pi m - *nr< ftf fl yman IslatiH enride< (Maveridc, Irish Trust, Edirisur^h etc...) Thcse txnhvidiials have 
ocpenence history widi the ^nnly dieir isveaBDcct velucles. I snggest, Dencifi Hunter and/ot 
Ka^Boddea 

Tnfi»rffw«wiai B eiyir*^ wjth wham we*ve established long tenntelalioBshipa — audi asDan 

Scott (audit pariiKr at Eaiac ft Youd^ Of Hfiory Sm^ at Maples & CaMer (assuse^ they are not 
conflicted) 

n«tiw fmtiwAaiis '■itirt art pHifasyiprut <KreerQis »« ’Xfitn- Aitwiw fa director of Scottish Annuity 
aul gPMfi iTtner) or Martin Lang (wiA IntemaiioDal Management Services in Cayman, acts 

as to over 120 nsnnal funds, Pre ce pt Ir^matiaDal) 

Attonueys diat oBa- professional protcctar services - such u hiieinatioiBl Protector Company in the 
Cayman. Islaads, or Wiggin & Co’s BVI pratects coo^any. (Aldum^ there are sane riaks involved 
by hritupng somewhat 'uhbMwa' parties to the grfxp^ from a uansa cfional and oofifi(te ntiality 
perspiective which wonld need to be piopcxly considered) 

Odkcr twf^mafifitMny bascd individnals with whom fioisly members have jmsfessional rdatioos h i p a 
rvhirr inKQudonaUy based individuals widi whom <«» sting pnitectoxs, trustees, and attorneys have 
deveh^edieUtumb^ with on behalf of die family. 

U.S. attorneys and other ttnstedscafvieeprovuJeis -such as Rodney Owau( 83 sanaBK they arc also not 
conflicted) 


CONFIDENTIAL 

SECI00094692 

PSI00106559 



3024 


= Redacted by the Permanent 
Subcommittee on Investigations 


FAX TRANSMITTAL 


To: Sam, Charles, Evan, Donnie & Lisa 

From: 

Shari 

Company: 

Phcme: 

214 880 4050 

Phone: 

I^x: 

214 880 4052 

Fax: 

Date: 

August 7, 1998 

Number of pages: 1 

Time: 

5:16 PM 


Comments: 

At Evan’s request I’ve started writing a dialogue about my responsibilities in the family office. 
I’m sure I will be adding to this over the next several months as I run across items that I tend to 
take care of, but haven’t yet thought to write down. 

CFO Responsibilities: 

Banking Reiationshi^^ & Negotiations 

1) Bank: Nations Bank, 901 Main Street, 19* Fkx>r, Dallas, Texas 75283 

2) Loan Officer: Marta Engram, (214) 

3) Loan Officer Assistant: Tony Hill. (214)9IBH^^ 

4) Loan Facility: 

a) Maturity Date: 11/22/99 

b) Commitment: $98,500,000 
Sam Wyly Family - $50,650,000: 

TaUulah, Ltd., $21,300,000 
Marimlade, Ltd., $4,250,000 
Laurie Wyly Trust, $6,400,000 
Lisa Wyly Trust, $6,400,000 
Kelly Wyly Trust, $5,800,000 
Andrew Wyly Trust, $3,250,000 
Christiana Wyly Trust, $3,250,000 
Charles Wyly Family - $47,850,000: 

Brush Creek, Ltd., $15,650,000 
Martha Wyly Trust, $7,600,000 
Charles Wyly Trust, $8,200,000 
Emily Wyly Trust, $8,200,000 
Jennifer Wyly Trust, $8,200,(X)0 

5) Loan Terms: 
a) Tranche A: 

Collateral - Common stock of Michael’s Stores (MIKE), Sterling Software (SSW), and 
Sterling Commerce (SE). 

Interest Rate - LIBOR + 1 .05% 

Advance Ratio - 50% of market value 
Call Ratio - 65% of market value 

Loan to Value - Exceeds 60%. requirement to bring back to 50% 

300 Crescent Court. Suite 1000. Dallas, TX 75201 .214/880-4100. Fax 214^680-4104 
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b) Tranche B: 

Coll^eral - partnership interest in Maverick Fund USA, D:d, 

Interest Rate - LIBOR + 1 .05% 

Advance Ratio - 40% of market value 
Call Ratio - 65% of market value 

Loan to Value - Exceeds 60%, requirement to bring back to 50% 

5) Loan Negotiations: CFO with Bank Officer, review with and approve by Family memb^s 

6) Legal Review: CFO with Jones Day 

7) Day to day management of Credit Facility. 

a) Sam Wyly Family - Rena Alexander 

b) Charles Wyly Family - Amy Browning 

c) Credit Facility Summary Sheet - Amber Fellman 

8) Prior Banking and Credit Relation ships: 

a) Citilrank, Cina Volturo, (214)fl|ijHB 

b) Lehman Bros., Lou Schaufle, (214) miB 

Custody Related: 

1) Custody - Has not been a huge issue due to the limited number of securities and legal 
documents held by the family members. As additional estate planning is completed and the 
family diversifies its portfolio, more controls will need to be implemented. 

a) Custody Book (Amy Browning is responsible) shows the location of: 

Securities 

Legal documents such as wills, trust deeds, custody agreements, power of attorney, etc. 

b) Central files are maintained for tax returns, accounts payable, bank statements, corporate 
filings, notes, general ledgers, financials etc. 


Stock Related: 

1) Custody book will show who is holding the securities. Chirrentiy, the MIKE, SSW and SE is 
held as collateral at Nations Bank 


2) Stock Sales decisions are made by family members, CFO administers the sale of the 
securities 

a) Stock sales have typically be completed with brokers that the family has long term 

relationships with. The brokers t hat have b een utilized in the recent past are: l)Lou 
Schau fele, Lehman Bros., (214) 2) Tony Skvarla, Bear Steams, I(800)-®| 

and 3) Ralph Davis, Hoak Securities , (214)^^BP Brokers are listed in the 
ordCT of most frequently used. 

b) The family member typically provides a range in which the CFO is to sell the stock. 

c) The CFO needs to negoli^e the commission with the executing broker. 

d) CFO must determine whether a 144 Sale is required (Amy Browning handles 
paperwork). 

All stock sales must be cleared by the company legal counsel, contacts are: MIKE, 
Mark Beasley, SSW, Don McDermett, (214)SiiH|; SE A1 Hoover 

(614)PHi0 

e) The most efficient tax lot must be determined and the stock sold from that lot/ceitificate. 


f) All stock sales must be cleared with Maverick Capital as relates to Sam Wyly and Evan 
Wyly 

g) The CFO needs to arrange with the staff to collect the sales proceeds and make 
arrangements for investment or pay down of credit facility. 


300 Crescent Court . Suite 1000. Dallas, TX7S201 .214/880-4100. Fax 214/BB0-4104 
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h) The CFO must make sure the appropri^e filings are made with the SEC, such as 1 3D 
and Form 4. (Amy Browning handles internally with support from Jones Day for the 
entire family.) 

3) The family members are considered "Insiders” for purposes of SEC reporting for MIKE, 

SSW and SE 

a) All sales will require filing under Rule 144 same day as sale, volume rules must be 
conplied with 

b) Any purchases or sales of the above securities will require updating the 13D ASAP 

c) Any purchases or sales of the above securities will require filing a Form 4 within 1 0 
days after the month end in which sold 

i) Form 5 will need to be filed if any of the above securities as a "Spin Off” 

j) Director and Officer questionnaires will need to be completed as requested by the 
companies for filings with the SEC 

k) All holdings will need to be confirmed to the company before any filings are made to the 

SEC, _ 

Contacts are: MIKE, Mark Beasley, (972)|mH|^ SSW, Don McDermett, (214]mP 

IHV; SE, Al Hoover, (614) problems (6 months 

rule), make sure there is no inside information that should be disclosed to the public 
prior to selling 

l) Make sure the appropriate public relations person is notified at the companies so that 
they will be 

informed when discussing sales/purchases with outside analysts. Sterling Williams likes 

to be 

personally informed of any sales of SSW or SE. 

4) Stock Options 

a) Expiration dales must be monitored and family members reminded 

b) The following ^e the existing stock options and expirations 
Sam Wyly, SSW @ 14.125, shares - 3,050,000, expires 10/06 
Sam Wyly, SSW @ 13.625, shares - 400,000, expires 03/07 
Sam Wyly, SE @ 25.50, shares - 925,000. expires 10/06 

Sam Wyly, MIKE @ 21.375, shares - 1,125,000, expires 07/00 
Cheryl Wyly, SSW @ 14.125, shares - 150,000. expires 10/06 
Cheryl Wyly, SSW @ 13.625, shares - 75,000, expires 03/07 
Cheryl Wyly, MIKE @ 21.375, shares - 75,000, expires 07/00 
Evan Wyly, SSW @ 14.125, shares - 200,000, expires 10/01 
Evan Wyly, MIKE @ 21.375 shares - 150,000, expires 07/00 
Kelly Elliott, MIKE @ 21 .375 shares - 150,000, expires 07/00 
Charles Wyly, SSW @ 14.125, shares - 1,600,000, expires 10/06 
Charles Wyly. SSW @ 13.625, shares - 200,000. expires 03/07 
Charles Wyly, SE @ 25.50, shares - 500,000, expires 10/06 
Charles Wyly, MIKE @ 21.375, shares - 600,000, expires 07/00 
Don Miher, SSW @ 14. 125, shares - 100,000, expires 10/06 
Don Miller, MIKE @ 21 .375, shares - 200,000, expires 07^ 

Plaquemines, SE @ 24, shares - 2,700,000, expires 02/06 
Lafourche, SE @ 24, shares - 123,333, expires 02/06 
Bessie, MIKE @ 12.50, shares 9000,000, expires 08/00 
Bessie, SE @ 24, shares - 200,000, expire 02/06 
Bessie, MIKE @ 12.50, shares - 140,000, expires 08/00 
Tyler, SE @ 24, shares ~ 1,450,000, expires 02/06 

300 Crescent Court. Suite 1000. Dallas, TX'rasoi .214/880-4100. Fax 214/880-4104 
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Tyler, MIKE @ 12.50, shares - 100,000 expires 08/00 
Red Mountain, SE @ 24 , shares - 61,667, expire 02/06 
Castlecreek, MIKE @ 12.50, shares ~ 350,0(X), e^qmes 08/00 

c) There are selling restrictions related to exercising and selling stock options because the 
family members are considered insiders. AU trades must be cleared with the coii^jany as 
noted above. Make sure there are no 16B problems. Make sure there is no inside 
information that needs to be disclosed to the public prior to selling. 

Systems Design & Administration 

The family office has gone thru two system conversions over the last 20 years. The initial 
system was a manual posting machine, the second system was a mag card posting machine, and 
the current system is Solomon. Solomon does not fit the needs of the family today. With the 
increase in entities, the amount of tiered entities and die need to track tax lots, this system is 
quickly becoming obsolete and cumbereome. My plan was to convert to Total Return. The 
only weakness I am aware of with Total Return is the Accounts Payable module. Because the 
family office has intensive AP needs this does present a challenge. I am currently researching 
thru Sandeep, FOX and Shepro for a solution to this problem I do not believe that the existing 
staff can handle a system conversion and believe it should be out-sourced. I am hesitant to start 
a major system conversion without the new person being on board and agreement with my 
decision. In the past, system decisions have been left to the CFO with clearance from the family 
on the expenditure. 

Financial Design & Reporting 

The family has tiered entities. To get a true picture of Assets, Debts and Equity, financials are 
consolidated at the entity level. Then an ehmination process is gone thru to remove any 
duplications. This is done at the individual, trust, U.S., Offshore and Global levels, Due to the 
estate-planning going on currently, this will need to be expanded at the individual level 
U.S. Financial Package: 

1) Rena, Amy, Jana maintain general ledgers at the individual level and produce trial 
balances from the Solomon at month end. 

2) Because the accounting system is not a “mark to market, linked” system like Total 
Return, the partnership trial balances need adjustment on the financial to address a lag in 
posting at this level. This does create a potential for human error if these items are not 
addressed correctly off line from the accounting system 

3) Financial are prepared on a lotus spreadsheet 

4) Amy, Rena post trial balance information to the spreadsheet along with any market 
pricing changes, Amy enters Charles family information and Rena, Sam’s family 

5) Amy maintains the holdings and market pricing for SSW, SE and Mike. Amy updates 
the coupon pricing 

6) When Amy and Rena are complete, CFO reviews 
Offshore Financial Package: 

1) Irish Trust Company (ITC) maintains general ledgers at the corporate and trust level in 
Total 

Return. The system is linked and updates the market values between tiered entities and 
has been designed to easily consolidate entities. Irish Trust Coirqjany, the offshore 
family office, is run by Michelle Boucher who currently direct reports to the CFO of the 
domestic family office 

1) All data for entities can be retrieved via modem from the banks and brokerage firms for 
posting, there is no need for accounts payable 
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2) In addition to these records, the trustees also maintain separate records and these are 
reconciled with the records of ITC on a quarterly/annual basis. 

3) All trustee fees are confirmed by ITC 

4) Financials are prepared on a lotus spreadsheet and match the data on the Trial Balances 
exactly allowing for little potential for human error. 

5) Financials are transferred to domestic family office via modem and CFO reviews 
Global Financial Package: 

1) CFO prqjares global financial statements, produces bookkt and distributes to family 
members 

2) ITC retrieves offshore file for next month usage 
Tax Preparation: 

Keith Hennington is responsible for tax return preparation. Anty, Rena and Jana prepare tax 
folders on an entity basis and provide this to Keith for tax preparation. The folder includes, a 
summary sheet (Ascribing what is contained within the folder. The following data is provided: 

1) Trial Balance 

2) Estimated Tax Schedules for the )«ar and copies of the checks 

3) W-2’s 

4) 1099’s - broker, dividend, interest, miscellaneous and OID 

5) K-l’s 

6) Charitable contributions and copies of the checks 

7) 401 K information 

8) IRS Correspondence 

9) Posted Transactions (genial ledger) 

10) A description of any outstanding issues 

Keith and Jennifer will then prepare the return, which will be retained in this folder and filed in 
the central files. Currently there is a need to prepare approximately 1 10 federal returns and state 
returns. 

Offshore Procedures: 

Trusts 

1) Protectors: 

Protectors are Shari Robertson and Mike French 

Protector has the power to change trustees 

Protector can make investment recommendations to the trustee 

Protector is the watchdog for the settlor and beneficiaries 

Protector or a family member should meet with the trustees twice a year and check 

the books and records. It is important to keep the trustees honest. Showing up twice a 

year helps this happen. 

2) Trust Deeds: 

Originals held by Trustees 
Copies held by Irish Trust Conpany 
Situs is Isle of Man 

3) Trustees: 

V almet, gross assets under nanagement for family of $ 1 70, 1 60,000 
Trident, gross assets umier management for family of $149,948,000 
I FG, gross assets under management for family of $287,856,000 

4) Settlors 
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Settlors are Wyly family members and foi^ign citi^as. At the death of a settlor 
CCTtain events are triggered. Mike French should provide the family with this 
information. Mike also maintains copies of the passports and locations of the foreign 
settlors. 

Family Office (Amy / Rena / Jana ) time usage 



Amy 

Jana 

Rena 

Payables Preparation 

10% 

2% 

20% 

Payables Processing 

0% 

10% 

0% 

Cash Reports 

10% 

10% 

18% 

Edinburgh Fund 

0% 

15% 

0% 

Office Management 

0% 

15% 

0% 

Family Art 

2% 

10% 

2% 

SEC Conpliance 

10% 

0% 

0% 

Trial Balances 

10% 

10% 

10% 

Financial Reporting 

15% 

0% 

10% 

Payroll 

0% 

3% 

0% 

Payroll Reporting 

3% 

3% 

0% 

Preliminary Tax Prep 

20% 

15% 

20% 

Banking Liaison 

10% 

0% 

10% 

Real Estate 

5% 

0% 

5% 

Insurance 

5% 

5% 

5% 


Check writing requirements in 1997 


Partnerships 

TaUulah (Sam) 39 

Brush Creek (Charles) 55 

Lambda (Charles) 736 

Acton Partners (Sam) 7 

Greek Isles (Sam) 21 

S-Total 858 

Trusts 

Martha 5 1 

Charles III 20 

Emily 63 

Jennifer 56 

Laurie 45 

Lisa 39 

Kelly 52 

Andrew 19 

Christiana 17 

S-Total 362 

Individuals 

Charles 1 ,040 

Martha 193 

Charles III 52 

Curator 50 

Emily 103 

Jennifer 81 
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Sam 


1,206 

Evan 


112 

Laurie 


95 

Lisa 


56 

Kelly 


157 


S-Total 

3.145 


Total 

4,365 
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From: 

Sent; 

To: 

Subject: 


Keeiey Hennington 
Monday, December 0 4, 2000 3:18 PM 

"Michelle Boudier" < 

Re: names for protector company 


= Redacted by the Permanent 
Subcommittee on Investigations 


When I talked to Charles today he liked using Protector in the name so we can easily 
Identify. Are we trying to supress the activity of the company?? Did Shari let you know 
what her reservations were? Maybe Highland Management and Stargate Management???? Just 
let me know 


The preceding e-mail message (including any attachments) contains infor.mation that may be 
confidential, or constitute non-public information. It is intended to be conveyed only to 
the designated recipient (s) . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 


"Michelle Boucher" ( 
12/04/00 05:27 PM 


<khennlngton|[ 


To: <Shari_Robertson/jH 


Subject; names for protector company 


Highland Protector, Ltd and Stargate Protector, Ltd are available. 

Keeiey - Shari didn't like the inclusion of Protector in the name, I'm iffy 
on It too - any thoughts - and Shari do you still feel that way? 

Any other easily identifiable alternatives??? 

Thanks ! 


I Permanent Subcommittee on Investigations 
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mmmmmmmm = Redacted by the Permanent 

Subcommittee on Investigations 



"Michelle Bou cher ' 
<mboucher@^||| 


12^)1/2000 09:10 AM 


To: Shari Robertsc 


Subject: Re: proteclw company names 


That is a lovely story Shari, thanks for sharing it with me. 
Original Message ^ 

Shari_Robertson/|||||a|||M|||||||||||H||flHmHB||||||[H^P^ 

To: Michelle Boucher 

Sent: Friday, December 01, 2000 9:38 AM 
Subject: Re: protector company names 


I'm not sure I like putting the work Protector in the company name- what 
do you think? Didn't Sam come up with some unique name for the Colorado 
property? Maybe you could use that. 

I talked with Lee yesterday and he seems to be content with piggybacking 
off a protector company for my trust. I’m thinking that the Star Trust 
could be called Heritage Trust and the protector company Heritage, Ltd 
This quite possibly may not be available. Let me know when you get a 
chance. John and I would be enforcers. You and Michelle would be 
directors of the protector company, if you’re willing. I'm trying to 
figure out what I might give to Lee that would give him comfort that he 
could change his protector company or form his own at a later date Do you 
have any suggestions? 

I’m sure you really need this Information. I'm thinking about my dad and 
missing him. I thought I'd share with you why I named the trust Chisholm 
Trust. My dad was born and grew him in what was called "The Old House" in 
Walnut, Kansas. It was on the Chisholm Trail and all the cattle drives 
came by his house. The house was huge. It was three stories tall and was 
used as an inn on the trail. The unfortunate thing was that the house was 
not preserved as it was a landmark and it is falling down. 


The information contained in this e-mail message is intended only for the 
personal and confidential use of the recipient(s) named above. This 
message may be an attorney-client communication and as such is privileged 
and confidential. If the reader of this message is not the Intended 
recipient or an agent responsible for delivering it to the intended 
recipient, you are hereby notified that you have received this document In 
error and that any review, dissemination, distribution, or copying if this 
message is strictly prohibited. If you have received this communication in 
error, please notify us immediately by e-mail, and delete the original 
message . 


"Michelle 
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= Redacted by the Permanent 
Subcommittee on Investigations 


Boucher" 



12/01/00 
09:53 AM 


To: khenningtong® 

evan wyly, donmillerQi 


Subject: protector company 


Stargate, Ltd. or Stargate Company, Ltd. are available for use as the name 
of the CW family protector company. 

Unfortunately Highland, Ltd or Highland Company, Ltd are not available 

Should we cry Stargate Protector, Ltd. and Highland Protector, Ltd. as an 
alternative? Or should we try some names with something other than 
Highland for the SW family company? 

Michelle 
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HMM - Redacted by the Permanent 
Subcommittee on Investigations 


Evan W^y 

12/05/2000 01 :48 PM 


To; "Mtchell© Boucher* <mboiJch«^ 

cc: 

Subject: Re; protector company nOTieslj 


Have you heard from Sam yet on ttiis? If not, I'll t^k to him about it 

Were there a list of names proposed for subfunds or subfrusts? or is it up to the individuals? 


"Michelle Boucher" <mboucher(§ 



"Michelle Boucte^ 
<rr^oucher@flH| 


12/01/00 09:53 AM 


To: khenningtorK 

evan v^y, donmilier<| 
cwyly(^ 
cc: 

Subject: protector ctMnpany names 


Stargate, Ltd. or Stargate Company, Ltd, are available for use as the name of 
the CW faraily protector company. 

Unfortunately Highland, Ltd or Highland Company, Ltd are not availabla 

Should we try Stargate Protector, Ltd. and Highland Protector, Ltd. as an 
alternative? Or should we try some names with something other than Highland 
for the SW family company? 

Michelle 

!□ -attl.htn 
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[,___ = Redacted by the Permanent 

Subcommittee on lnvestiBations_ 



"Michelle Etoucha^L 
<mbouch8n||B^BI 


12/05/2000 03:03 PM 


To; evanwyty 
t5c; 

Subject: Re: protector company names 


Sam' 3 happy with Highland Protector, Ltd, and Charles likes Stargate 
Protector, Ltd. sc that is what we are going ahead with. 

The names Sam proposed were for the sub-funds, but I need to go back, to him to 
confirm he still likes them :) I also got the impression from him that he will 
let the family members approve his selections on this. No names have been 
discussed for your sub-trust, so I suggest you go ahead and pick one! 


Michelle 

Original Message • 

From: evan_wyly® 

To: Michelle Boucher 
Sent: Tuesday, December 05, 2000 3:48 PM 
Subject: Re: protector company names 


Have you heard from Sam yet on this? If not, I'll talk to him about it 
Were there a list of names proposed for sub-funds or sub-trusts? or is it 
up to the individuals? 


evan wyly, 


swyl 


names 


"Michelle 
Boucher" 
<Tnbou che r 


12/01/00 

09:53 AM 



cc: 

Subject: protector company 


Stargate, Ltd. or Stargate Company, Ltd. are available for use as the name 
of the CW family protector company. 

Unfortunately Highland, Ltd or Highland Company, Ltd are not available 

Should we try Stargate Protector, Ltd. and Highland Protector, Ltd. as an 
alternative? Or should we try some names with something other than 
Highland for the SW family company? 

M LCtielle 

ID. att1.htm 
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of a Qansferee, assigoee or puR^er as a substitute Member shaS be eSective as of the last day of 
the moa& is which the Member give such trassfoee, assignee or purchaser wnttes notice of its 
admission to the Cott^Tany, and shall be subject to all the toms andcondihonaof dicRegulstioss, 
sKhidmg this Article VUI. 

Section 8.5. Admission of New Member. The Member may admit additional 
persons and/or entities to the Company as a new Member on such terms and conditions as the 
Member may designate. Any new Member under this Section 8.5. shall, however, be subject to 
aU die terms and conditions of the Regulations, ggloding this Article V!IL 


ARTICLE DC. 

DISSOLirnON-AWP TERMINATION 

Section 9.1. Canses for Dissolution. The Company shall be dissolved and 
terminated on the expiration of its term unless it is earlier dissolved and tennoaJed x^os me 
bappening of any of fbCowmg events: Q iht determination of tire Member that the C om p an y 
^uld be dissolved; (n) the adjudication of bankrupt^ of the Company or an assignmoat by the 
Compare fbrthe bcoetitofcicditprs; (Hi) ar^r event which makes it un^w&I for the Com^aiqrto 
cany on its business w for tix Member to carry on the Co m pany; or Ov) upon tbe deatii, retirement 
resignation, e:tpulaon, bankruptcy or dissolution of a Member or the occuixeace of any other event 
which tominates tbe continued membecsbip of a Member, unless there is at least one lerommng 
Member and tire business of tbe Compairy is continued by the unanimous consent of aS remainxDg 
Member. 


Section 9.2. LlqoidatioB of Company . In the absence of a revocation of tbe 
dissoltmoi of the Compaq by the writiea consent of tbe remaining Member, tire Company tiraS 
engage m no further business other tium that necessary to wind up its afiaifs and distril^ its 
assets. liquidation and the titlng of an Articla of Disohitioa as required by tbe Texas Limited 
Uabili^ Compasy Ad shall be handled by the Managers as liquidating Ttusc^ 

Section 9,3. Pfsporitiwi of Assets , X^ron tbe dissohdron of tbe Company, tbe 
Liquidating Tmstes liquidate tire Conrpany and dispose of the Company assets in Bccoidance 
wi^ tbe &lloxKtisg provitions; 

(a) Payment of PebO; The Liquidating Trustees shall pay all 
CoR^auy debts, induding debts owed to Membff other than witii respect to distributions, 
or otherwise ma ke adequate provisions for tiretr dispositioa, exo^ fer rsoD-recourse 
indditedacss vdacb exce^ titc f^ madeet value of tbe piwpaiy securing tiie Dan*recour% 
indebtedness, h which evost the Liquidating Trustees may sunrsader tbe property seaning 
the non-recourse indebtedness to tbe secured party in Ceu ofpayingtbe m^tedness. 

(b) Detervw^pation of Coropany Assets : The liquidating Trustee shall 
determine tl^inieresl of tbe Company m each of tbe le ctfining Company prope r ties. 


WYLY 04603 
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The Irish Trost Company (Cayman) Ltd. 

P.O. Box 10658 APO 
5* Floor, Harbour Place 
George Town Grand Cayman 
Tel: (345) 949-0658 
Fax:(345) 949-2519 


AGENDA 

MEETING WITH TRUSTEES 


IFG 

12Noon Wednesday May 15, 2002 

• David Harris 

• Kathy Harding 

• Anna Benbatoul 


IFG 



1.0 

Investment Update 

• YTD & MTD Returns for Maverick, l^vared, & 
Ranger 

• Discuss Ranger Partners & Ranger Capital activity 
including Newcastle & Light Green Advisors 

• (jreenmountain, Michaels, CA, SCT 

• Other investments (Brazos, Red River, Precept, 

K12) 


2.0 

Real Estate 

• Construction update 

• 2 Mile Ranch 

• Cottonwood I & n 

• Mi Casa 

• Anticipated cash requiremeDls 

• walk through payment and accounting procedures, 
including domestic reports and tie outs to foreign 
system 


3.0 

Cayman LLC’s 

• discuss minutes 

• security capital loan documentation 

• walk through accounting procedures, esp. TMR tie 
outs and rebalancing 

• repayment of intercon^any advances 

• segregation of Bessie Trust initial funding from 
intercompany to loan portfolio items 

• discuss generally the loan structure & interest 


4.0 

Greenmounlain slock transfers to LLC’s 


5.0 

Scottish Annuity & Life Holdings - warrant registration 


6.0 

IntelecoD Update 



Updated: May 3, 2002 
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The Irish Trust Company (Cayman) Ltd. 

P.O. Box 10658 APO 
5'*’ Floor. Harbour Pl^e 
George Town Grand Cayman 
Tel: (345) 949-0658 
Fax:(345) 949-2519 


7.0 

Global Audio Update (in liquidation) 


8.0 

Irish Holdings Share Transfer 


9.0 

Scottish Holdings liquidation 


10.0 

Security Capital $15M loan from Jan 2002 


11.0 

Other investment opportunities? 


12.0 

Hot Issue Eligibility ~ Ranger & Levered 


13.0 

Audubon - Curator agreement & collectibles, art & 
jewelry update 


14.0 

Cash management 

• - upcoming requirements review 


15.0 

Private annuity payments commencing 2004 

• repayment options 

• cash flow 


16.0 

Plans for trust entity accounting 


17.0 

Due Diligence/KYC 

• lOM requirements re: 
beneficiaries/protector s/settlors 

• ITC requirements re: lOM investments in Funds 


18.0 

lOM Audit Update 

• PWC con^any review/verification procedures 

• Plan for 2001 reports 


19.0 

Protector Company - status update 


20.0 

Irish Trust staff update 


21.0 

Ebankline at Bank of Bermuda 


22.0 

Ginger Trust letter of wishes received? 


23,0 

Lynchburg protector resign^ion obtained? 


24.0 

General lOM update - what’s new? 



updated: May 3, 2002 
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Star Trust Summary; 

Trustee; Initial trustee - Queensgate Bank and Trust 

Trust Purpose: incorporate and operate the Protector Coii 5 )any 

Trustee Powers: Trustee also has broad powers to manage any other assets in the trust 

Enforcer Committee: 

Charles J. Wyly, Jr - Chairman 
Martha Wyly Miller 

Emily Wyly Lindsey (not sure if she is changing her name) 

Jennifer Wyly Lincoln 

All members must be lineal descendants of CJW 

Each member may designate a successor member over 25 years of age 

If no designation, the oldest of their descendant over age 25 - or when attain age 25 

Chairman may remove any member with or without cause 

At CJW death, no original member can be removed unless for cause or by unanimous 
vote of other members 

At CJW death, any non-original member can be removed with 2/3 vote 
Successor Chairman af^inted by majority vote of otb^s 

Powers of Enforcer: 

Appoint any successor trustee as long as it is not a US citizen or resident 
Resolve any disputes between tnistees if there are more than one 
Members are entitled to remuneration, but not required 

To DoV Issues; 

Drafts of Protector Company Documents: 

Directors should be elected annually by Trustees (don’t think Enforcer can make 
this election) 

Should outline powers of the Directors 

Procedures for appointing and removing Directors 

Initial - M. Boucher, K.Henningion, and Dennis Hunter (?) 

Any way to give enforcers more power other than to remove the trustee 

Transition documents: 

Resignation documents for individual protectors 

Appointment of Protector company (different procedure based on which trust) 
Indemnity agreements to exiting protectors - who executes this? Protector 
company - do trustees join in? 
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Protector Conpany: 

D & 0 Insurance 
Compensation of Directors 
Indemnity of Directors - if possible 
Annual Meetings 

Other issues/questions: 

How does the funding take place to start the tnJSl/px)tector company 

Does Protector Company charge fee to cover expenses or does Ending come from 

trust? 

Are there any issues raised by trustees to make this change 
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MEMORANDUM 


To; 

Michelle Boucher 

From: 

Charles Wyly 

Date: 

March 10, 2000 

Re; 

SSW Options 


cc: Sam Wyly 

Shari Robertson 


Sam and I recommend to our protectors that all the Sterling Software options be 
converted to CA options. 
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mmmmmm = Redacted by the Permanent 

Subcommittee on Investigations 

Sorry, I have two more questions 

- Charles' fax also had some notes indicating that we arc to sell domestic first and he has an order of: 

Evan, Kelly, Cheryl, Sam, Charles. Tliere was a nwe that Donnie was fiairfted selling domestically. Please confirm if this 
is how we should proceed? 

- 1 also just spoke with f^ehmans, and they can rebook the 10,000 Michaels that we did today for another account (in the 
domestic system) if we want. I need to let them know in the morning. 

Evan & Shari - the fax I’m referring to was copied to you too. 

Thanks 

Michelle 


— Original Message--— 

From: Michelle Boucher < mboucher(5)^ 

To: evan wvlv @BBBBM^B|||P< evan wvlv(c 

Cc: Shari fobertson@j [j|gpMM^jp < shari fQbertson@ | 
Date: Wednesday, April 26, 2000 7:52 PM 
Subject: Michaels Stores 


I received a fax from Charles tonight indicating that Sam has canceled his request to exercise and sell the 
offshore options at $40 or better - please confirm. 


As per the email 1 forwarded earlier, Lehmans did get 10,000 shares sold today - 1 assume we will keep this 
trade for Dortmund and Yurta Faf s account, just hold off on any further shares, until further notice?? 

Please let me know asap. so I can amend the recoaunendaiion with the Trustees as early as possible. 

Thanks, 

Michelle 
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mmmmmm - Redacted by the Permanent 

Subcommittee on Investigations 


Evan Wyly 

04/26/2000 08.34 AM 


To. 

CC' 

Subject. 


Sam_Wyly(a 


Re; Michaels Stares 


More info: 

Fo^A^rded by Evan Wyiy/Ma'.'i-ncK on 04/26'QO 1G 30 AM — 



‘Midielie Boucter " 
<fnbouc^er<l 


04/26/00 09:25 AM 


To evanw^y 

CC. 

Subject' Re' Michaels Shares 


I did cc-ritirm with the trustee? this mcrning, and they are proceeding on the 
offshore options, selling at $40 or better. 

Offshore we have the following: 

Yurta Fa? 

292,800 options with August expiration 
Dortmund 

57,200 options with August expiration 

There are a lot of options held domestically with July expiration. 

These are the quantities based on February financials, I don't think there 
has been any changes, but will check with Elaine if you so need this infa 
I had spoken with Elaine earlier, and I understand that she has asked if you 
want to exercise and sell any domestic options, but has not heard back from 
you. Apparently Charles is currently working on some of his domestK 
options, but not offshore. 


July 2000 expiration: 
SW 1 

Cheryl 
Kelly 


125,000 

75.000 

150.000 


Marmalade 150,000 


Michelle 


Original 

From: <evan_wy ly 

To: Michelle Boucher <mooucher^m||H|||P 
Date: Wednesday, April 26, 2000 11:13 AM 
Subject: Re: Michaels Shares 
> 

>What amounts remain to be sold? 

> 

>>Sam recommends that the trustees exercise and sell the remainder of the 
>>Michaeis options that expire this summer. Sell at $40 or better. 

>> 
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From: 

Evan Wyly 

Sent: 

Friday, September 15, 2000 1:52 PM 

To: 

Michelle Boucher <mboucher(^BilHIB 

Subject: 

Re: Fw michaels sales offshore 

Attach: 

attl htm 


= Redacted by the Pemianent 
^^ubcommjnee^onJnvestigatiOT^ 


OK 


"Michelle Boucher" <mboucher@l 
09/15/00 12:39 PM 


To: evan wyly 
cc: Shari Robertson/1 
Subject: Fw: michaels sales offshore 


Copy fyi - 1 forgot to copy you initially, 
Michelle 

Original Message 

From: Michelle Boucher 
To: Shari_Robertson 
Sent: Friday, September 15, 2000 12:11 PM 
Subject: michaels sales offshore 


I spoke to Sam today, he wants us to proceed with selling 200,000 Michaels 
Stores shares from offshore to aid in raising funds for Ranger/Precept projects, 

I would like to recommend selling 175,000 held by East Carroll, and 25,000 of 
the shares held by East Baton Rouge 

I confirmed with him that there is nothing going on with the company that 
should preclude us from being in the market at this time. He wants Lou to 
slowly acquire without impacting the market. 

Please confirm you are comfortable with me going forward to the Trustees, 
Michelle 

- att 1 ,htm 
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mmmmmm - Redacted by the Permanent 

Subcommittee on Investigations 


From: Keeiey Hennington 

Sent; Wednesday, February 28, 2001 7:55 AM 

To: MBoucher^mPlP 

Subject: FYI-disregard 


Don’t know what I did - but finished below 


The preceding e-mail message iincluding any attachments) contains information that may be 
confidential, or constitute non-public Information. It is Intended to be conveyed only to 
the designated recipient (s) . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 


Forwarded by Keeiey Hennington/htst on 02/28/01 09:55 AM 


Keeiey ‘Hennington 
02/28/01 09:52 


To: MBoucher 
cc ; 

Subject: FYI 


I was talking to Charles yesterday and he was kind of thinking out loud on some stuff. He 
was taDcing about use of off-shore cash and was using the following for planning - thought 
I would pass it along even though he was ^ust thinking. 


First Dallas - S10.5 future committments (Brazos, FDV, 

955 Little Woody - S10,2 (Charles and Dee home in Aspen) 

Little Woody - $4.5 (next weeic deal) 

Sport Horses -S3.0 ( capital Improvements) 

Jennifer and Jim - $4.0 (new house) 

Charity - ??? 


?) 


He mentioned that he plans to make a pledge some time this summer of about $10M payable 
S2/yr. for 5 years that could possibly be funded off-shore. He was saying that these 
things would use about half of his current available cash off-shore. He also tallced about 
the Lambda properties being sold off-shore and I told him I would look into this and what 
the tax implications are - this one Is messy. 


The preceding e-mail message {including any attachments) contains Information that may be 
confidential, or constitute non-pubiic information. It is intended to be conveyed only to 
the designated recipient (s) . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 
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fw/dt-03/8I57-002in 

IRISH TRUST GROUP 

MEETING WITH TRUST PROTECTORS & FAMILY MEMBERS 
ON 

TUESDAY 27 MARCH 2001 AT 11:00 AM 

TOPICS FOR DISCUSSION: 

1 . STATUS of PROTECTOR COMPANY formation 

Following Resignation of MF & Appointment of MB. 


2. IDENTIFICATION of SPECIFIC COMPANIES with BENEFICIARIES and NEW 
LETTERS of WISHES - Possible Loan Arrangements via Special Purpose Vehicle 
administered at Quemsgate to facilitate back to back transactions. 


3. 3 1 DECEMBER 2000 Accounts & Independent Review (KPMG). 


4. ART/COLLECTIBLES ISSUES (SOULIEANA LIMITED) 

a) “Possession Agrwmcnt” format; 

b) Completion of Schedules; 

c) Insurance policy endorsement/additional premium required for recent increase In 
cover. 


5. CW FAMILY REAL ESTATE PROJECTS 

a) Little Woody Creek Road Ltd - Activated; 

b) Lambda A Ltd/Lambda B Ltd * still requirwl? 

c) Stargatc Farms Ltd - AcUvated. 


(Cont/d... 
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- 2 - 


6. PRECEPT FUND/RANGER FUND Investments (Devotion Ltd). 

Final transaction/shareholding details awaited following reorganisation. 


7. REVIEW of INVESTMENTS HELD in ASSOCIATED Cos:- 


a) TYLER TRUST to sell shareholding in IRISH HOLDINGS LTD to SOULIEANA 
LTD. 

b) TYLER TRUST has sold shareholding of SCOTTISH ANNUITY & LIFE 
HOLDINGS LTD (“SA”) to SOULIEANA & Lehm^s are liquidating this 
holding. 

c) SOULIEANA LTD holds SCOTTISH HOLDINGS LTD Class “C” Shares. 

d) SOULIEANA LTD holds Ordinary Shares in SA. 

e) TYLER TRUST & SOULIEANA LTD hold Class “A” Warrants re. Ordinary 
Shares in SA. 


8. Variable Life Split Dollar Policies. 


9. Possible revision of custody arrangements for key trust documentation. 


FW 
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MWMH = Redacted by the Permanent 

Subcommittee on Investigations 


On Friday May 1Bth. Lehmans confirmed a closing price on SCOT of $15.13 and booked the sale of 
270,000 shares between IFG and Trident entities. The trustees at Trident are now able to sell these 
shares in the market. 

The stock has been selling between $14.75 and $15.75 for the past two weeks. The protectors are 
prepared to recommend that the trustees use Lou Schaufele to move the stocrfc out in the market, at his 
discretion but at no less than $15 per share. The trustees will also ask Lou to keep an eye out tor any 
opportunities for large block trades. 7>>e protector recommendation will go out overnight and tradtog 
should commence tomoirow 

I'll keep you updated on trading volume and pncing. 

Michelle 


"Michelle Bou cher*' 
<mboucher^ 


05/23A)1 03:26 PM 


To: <evan_wylyigfl^^mH^^, <swyty(g 
cc: 

Subject' SCOT shares • uadeable stock 
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From; 

Sent: 

To: 

Cc: 

Subject 


Evan - 

I just wanted to inake you aware of the project I am working on with Kelly with regard to 
the Paragon building in Aspen. We have been negoitating over the past few months and are 
now getting close to agreeing on terms and I wanted to make sure you and Sam were aware of 
where we are heading. I thought if you get a chance you might mention to Sam tomorrow. 

The purchase price is 115, 000. We are buying first floor retail space (to be used as 
the gallery) and the second floor of the building. In the short term, half of the second 
floor will be built out for personal office space for family. The other half will be left 
alone and could be sold, rented or built out in the future. 

We are using a structure very similar to the Two Mile Ranch structure. New grantor trusts 
will be formed owned by a new foreign corporation and the individuals who will be using 
the property (1%) each. Of the total cost, 98% will be funded from offshore. The 
managment trust will contribute the money to a new Colorado LLC which will purchase the 
propert y . 

The seller still has substantial repairs to the property some of which he is doing now and 
some which will be done later. For those that will be done later, funds equal to 150% of 
the estimated cost will be set aside at closing under our escrow agreement. 

This property is unusual because it is zoned as a codominimum. Since this is the case, we 
have to become part of a condo association. We are in the process of doing these 
documents now. Kelly has agreed to allow the seller to control the association. However, 
we will have approval of design of the common areas and no repairs/improvements over 
$25,000 can be made by the condo association without our approval. 


I have made Kelly aware of what I feel the rislcs are with this property, mainly that the 
seller could take advantage of his control of the association to make excessive or 
unnecessary repairs. It is very hard since I am not there to talk with the seller, etc. 
to know if these concerns are valid. 

Kelly did say that she trusts the seller and the contractor doing the work and she was 
willing to let the seller control in order to close the deal. 

Currently the purchase is set to close on August 15th and we are worlcing on setting ail 
the necessary legal entitles. I know Kelly and Kristin are there watching over 
construstlon, etc. and I do not want to step on any toes. 1 just wanted to make sure 
everyone knew this was going on. Hope that’s okay. 

Please call me if you have any questions. 


Confidential 
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Keeiey Hennington 
Thursday, Juiy 13, 2000 3:52 PM 
Evan Wyly 

mbouchertSlBHII^Bi 
Cottonwood property 
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The Irish Trust Company (Cayman) Ltd 
FACSIMILE COVER PAGE 


TO: Mary Cox - pis distribute to Donnie Miller & Charles Wyly 


CC: 

FAX; 


DATE: 


Keeley Hennington 


From; 


Michelle Boucher 


1-214-! 
1-214-! 

January 31,2002 



Fax: 

Tel: 

34 . 5 - 

34 . 5 - 


Redacted by the Permanent 

Subcommittee on Investigations 

Subcommittee on investigations 





We are transmitting Pi&asc contact the undersigaedifthere is it problem 

with the traosmissioii. 


Mr. Wyly. 

Furdisr to emai} last night, ^ protecton plan to rsc^amesd a total co&tnbutioa of S3MiUion to 

Dallas l&tematioQal for Febiuaxy 1, 2002 subscription date. 

I hav« attached a summaxy of cash flow sinoe icceptioii, and details of the short tcim cash rei{uhemexit that I 
am aware of. 

• Ttu: lOM trusts have cont]:Autedatat8lofS29.2MiUioolo date, of which S24.2MiUioD was cash 
and S5M was mvestments. 

The cash coatiibutioa has been mveated as follows; S4Million into direct investoiet :t5, $ 1 .7MiQicm 
the Lehman Managed accoont and S 18 Mmioft into First Dallas Ventures (12/31.’0l balances 
plus Jaomiy cosiributioQS of $436K). 

Based on outstanding conamLtZDents to Brajos. TraiS'Eutope Partners and Winston Thayer Capital Partners, 
as well as coroaritments to fond Elagect’s operatioss d^rough April 2002, 1 have estimated iltat fte 
protectors should recommend an additional investmeitt of S3MQlm dollars into First Dallai Internationa]. 

A Tccommendation to invest S iMillion was given to tbe trustees last night> in nnler to meet .Slagent 
co m t ai t me pts for tomoccow, I soggesr that dtc protectors also rerpiest the additional S2MiUioD as a Feb P 
subscription to provide for projected cash requiretnenta dirou^ April 2002. 
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Sammarv of FDl cash flows since inception 


W Coiitrfl>aSoas to dstU to flnt Dallu lotoraoticeal 
ivcstmenO coi^iibgted 


libra Fund 

3,967,742 


Deesfold 

728,561 


Winstwi thaycr 

308,418 


dssh ccmtribiuod 

24,250.000 


ijotAl coatribBtioas to FDI Oiru 12/31/01 

29254,721 


‘dotal investments ntadc 



DiicotlnveiRiQents 

Cost 

M3ct Value 

Ipra 

3,967.742 

5.823304 

K-1 2 Series B preferred 

1,667,000 

carried at cost 

Eresb Direct 

1,000,000 

cauied at cost 

I^ecsfield 

728461 

1,398,188 

■Winston ’nayer 

700,464 

can led at cost 

Brazt^ 

461,762 

canied at a»t 

'iTaiui Eurt^ Buyout Pars 

500.000 

can led at cost 

■fotd diieet mvestmeats 

9,025,529 


i^msss mKnased account 

1.753.218 


itovestmeats via ftr» Didlas Venfezres 



p 

750,000 

csriiadatost 

CoolPartnws 

2,102,000 

carded et cost 

: LUC Tecbaologies 

2.750,000 

caraBd at coen 

< ONctwortt 

1400,000 

cariedatcost 

! DiCent Cenp 

8.887,225 

car dod at coat 

' ’ransfiaity 

1.100,000 

earned tf cost 

>tber 

458.775 

carried at cost 

■«al investments via FDV 

1744B.000 


foM Investments tbni 12/31/01 

28326.746 


Miur InconM & expenses 



donagonent fees paid to FffSt Dallas Ltd 

(843406) 


3d)oBKpens)Sfi 

(47J17) 


atETCs^ dividends, realized gams 

652.779 


ratal net other locoine A etpeases thru 12/31/01 

(237342) 


^tet ensb flow ^ cub on hand 12/31/01 

690, D33 


1/17/02 to EDV re: EUgent 

(286,000) 


Ul4m to FDV re; Bfagent 

(isaooo) 


Balance on hand 1/30/02 

254.033 


Cash to be raised rromlOM 



1/31/02 EUgest Funding 

594,000 


2/28/02 Elagem Funding 

499,000 


3/31/02 filogent Funding 

485,000 


liquidity fbr fees and cooBnitnMnti (Brazos/Win'rbay/Trans Cumpe) 

1.500.000 


Estimated cash roeuired 

3,078.000 


Recoiumcod requestin? IDM trusts to c^mli an additional S3Kf Uioo at this time. 
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The Irish Trust Company (Cayman) Ltd 


cc 

CO ; 


FACSIMILE COVER PAGE 


TO; 

CC: 

FAX; 

DATE: 


Mary Cox - pts distribute to Donnie Miller-^ 


1-214- 
1-214- 
January 31,2002 


From: 


Michelle Boucher 



Fax: 

345- 1 

Redacted by the Permanent 

Redacted by the Permanent 

j Tel: 

345- 1 

Subcommittee on Investigations 

Subcommittee on InvesliKaiions 





We are trangaitting ,^* ^ee(s). please cont^t the undersigned if ttoe is a problem 
with the traDsmission. 


hix. Wyly. 

Furtbex to my email last oilbt, the protecton pUa to teccBstaesd a total contnbution of S3Mfllio& to First 
Dallas lateraatiooal for the Febmaiy 1, 2002 sidiscr^on date. 

I have attached a summaiy of cash flow emce iocepdoiL aul details of the short tom cadi ici)mreaiEnt that I 
am aware of. 


ThelOM trusts have contributed a total of S29.2 MiUios to dale, ofvduch S24.2Mil2ioa'«ascadt 
and S5M was investments. 

The cash contribution has been invested as follows: S4MiIUoa mto direct iovesnociits, SI.TMiHioa 
fo the Lehman Managed account and S18 Million into FiiU Dallas Veotiues (12/3 l.'OI balances 
phis January cootribotioDa of S43dK). 



Based on outstanding comautments to Brazos, Trans-Euiope Partners and Winstoo Thayer Capital Paxisas, 
as well as commitments to fund Elagent's operations tbrougb Aphl 2002. 1 have estimated dint the 
pratKtots should recommend aa additioaal investment of S3M^on doUats into First DaUai latematiofia!. 

A rcconsnendation to invest SlMillion Was given to the trustees last night, in aider to meet .£lbgent 
cornmtsienu for tomoiiow, I suggest dsat the protectors also request the additfonal S2MiUi(>Q as a Feb 1” 
subsexiptson to provide for projected cosb requirements through April 2002. 
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= Redacted by the Permanent 
Subcommittee on Investigations 


From: khenningtorKgUlimB 

Sent: Friday, January 31, 2003 6:21 PM 

To: Schaufele, Louis J. 

Subject: Re; 


Lou - I have been with Charles for the last 1 1/2 hours - I am going home 
for a glass of wine. Let's touch base first thing Monday and I will fill 
you in on the structure, etc. Moberly owns the stock of GFl (lOOfe). 
Moberly is going to make a paid in capital contribution to the company of 
cash. This cash will be used by GFl to purchase the CD. 


The preceding e-mail message (including any attachments) contains 
information that may be confidential, or constitute non-public information. 
It is intended to be conveyed only to the designated recipient (s) . If you 
are not an intended recipient of this message, please notify the sender by 
replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended 
recipients is not authorized and may be unlawful. 


<)?henningtonli 


"Schaufele, Louis J.' 
<iouis. j .schaufele m 


01/31/03 03:50 PM 


’ khenningtonil 


cc: 

Subject: 


What is structure of green funding? Who owns etc. . 
Lou Schaufele 


IMPORTANT NOTICES: 

This message is intended only for the addressee. Please notify 

the 

sender by e-mail if you are net the intended recipient. If you are not the 
intended recipient, you may not copy, disclose, or distribute this message 
or its contents to any other person and any such actions may be unlawful. 

Banc of America Securities LLC{"BAS") does not accept time 
sensitive, action-oriented messages or transaction orders, including orders 
to purchase or sell securities, via e-mail. 

BAS reserves the right to monitor and review the content of all 
messages sent to or from this e-mail address. Messages sent to or from this 
e-mail address may be stored on the BAS e-mail system. 
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From; 

Sent: 

To: 

Subject: 


Keeley Hennington 
Wednesday, M ay 21, 2 003 9:13 AM 
mboucher@MII|HI||P 
Sam project 


Attachments: {amilyperformance331 03.xls 


= Redacted by the Permanent 
Subcommittee on Investigations 


Thought I would pass along - this is update I did for Sam yesterday - he is calling about 
every hour with sorre new project. Margot helped me pull some of the stuff yesterday and I 
might need to come back to you next week for 10 year numbers, but he seems happy with 15 
year for now. Password is same as financials 

He said he is only using this for some ’noodling* he is doing - scary 


The preceding e-mail message (including any attachments) contains information that may be 
confidential, or constitute non-public information. It is intended to be conveyed only to 
the designated recipient (s) . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 



lamily performances 
3103,Xl8 {37 
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- Redacted by the Permanent 
Subcommittee on investigations 


To; <kristln(3 
Cc: <kelly@§ 

Sent: Tuesday, September 
Subject: Ranch budgets 


4:49 PM 


Hi Kristin, 

I was speaking with Sam & Euan today, and we would like to get an idea of 
budget going forward at the Ranch. Could you put something together that 
addresses the following items; 

- Remaining Common Area Development Costs ie, infrastructure, services, 
landscaping etc. . . 

- Costs to complete individual houses on the property 

- re: Jason & Kelly - estimated costs to complete from 7/31/03 

- re: Rosemary's house - estimated costs to complet from 7/31/03 

- Lisa 4 John - total anticipated budget 

- other buildings or projects being considered 

- Estimated costs to manage and operate common area/inf rastructure on a 
going forward basis 

- ie. ranch management, services, mtee, taxes etc... on an annual basis 

- Estimated costs to operate specific houses on a going forward basis 

It would be helpful for the development and construction costs to be 
segregated timewise into estimates for 6mth, lyr, Syr, total projections, 
and I don't think these need to be nailed down in any exact terms, a 
ballpark idea of what to expect over the near term and in total would be 
extremely helpful. 

Could you give me an idea of when you think you could pull this together. 
Thanksl and I hope all is going well. 

Michelle 



Cirde P Ranch Cost 
Projection 
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^ 0SI03)B> 11:28 AM 


To; Keeiey HeMungtai 

cc 

Sidijsci; Sratn 



i teanad ^at Sam signed a bttar authorizing Graen funding 1 to loon ^nmoiiritain.eomJ2Z^(^(I} under a non-recourse loan. ^ 
understandiii} is that enjifshare Ntity.M^I loan the funds to Green Funding I under a snilar non-recoui^loan, and 6F1 wdt turn the 
hmds around to gm.cam. ?ef Sh'aii the f imds vA\ be loaned oriy upoa a ^ day advance rei^st from gm.com. because the oifshore 
eniity will have to liciuidate a portion of its Maverick investment T kfjratrefluast is far SE.QIjp.Qgo on June 1 . S«n had to sqn in order 
to get AA to sign off on last year's »i(kt. 


Are than any tax issues from: 

• the structure of the toens 

• the possibilny that the loart may not be repaid by grMnmuntaiR.com to GF1 (Does GM1 then have taxt^ income from tte funds 


receitnd from offshore Mtity? U the income offset by the bad debt?) 
anything eissi haven't theught about 


-I 

-4-)^ ' 

■ 
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Jana Frederick 


PayroM - Maverick Base 30.000 

% increase from Priw Yr, 


PayroH - Sterling 
Total 


Jana started to work for the family In April 1, 1995. FYI - Jana is presently being interviewed 
by Jim Jenkins as an assistant in his new Job role and as a replacement for Debbie ^ she 
takes over Brenda’s position. I recommend you consider a salary increas^^o $33,665^ { 1 
am also considering her for the AP position talked about below.) 


Michelle Boucher 

Payroll - Scotlish/trish Base 75.<XK) 

% Increase from Prior Yr. 

Pa^c^! - Sterling Bortus 15.000 

Total as.oro 


Michelle started to work in Scottish Annuity and Irish Trust on May 1, 1995. She was 
promised a salary review either at 12/31/95 or at one year. We delayed to one year 
due to her bonus at year end. She is doing a phenomenal Job. Sam has asked me 
"Who is your replacement?" - 1 think Mi llie has ^ potential for that. Let's keep her 
happy. ! recommend a salary increasec^^O^OOO^would like Michelle to be included 
in the Maverick bonus program in the future^ We h^e hired a Caymanian to start in 
one month at $29,000 per year. 


Juaneil Lance 


Payroll - S(erlir>g 

Base 

^<100° 

35.999 

34.285 

32,344 

26,500 

25,000 

Michaels - Fee 


■11 

46.295 

44.090 

41,594 

38.160 

36,000 

% inciease from Prior Yr, 


5.0% 

6.0% 

9.0% 

6-0% 

9.0% 

Payroll - Sterling 

Bonus 





12.000 

6.000 

Michaels • Bomis (Fee) 



25.000 

25.000 

15.000 


6,000 

Total 



107.294 

103,375 

88.938 

76.660 

73.000 

Juaneil has worked for an Wyly entity since January, 1982. She has worked for the Family 
Office since October, 1986. She has Sterling and Michaels benefits. 


Julia Kauder 

Payroll • Sterling 

Base 

l,0>^ 

57.261 

54,534 

51,447 

48.535 

45,800 

% increase from Prior Yr. 


5.0% 

6.0% 

6.0% 

6.0% 


Payrcril - Slerlif^ 

Bonus 


25.000 

18,000 

12,000 

10.000 

10,000 

Total 



82.261 

72.534 

63.447 

58.535 

55,800 


Julia has a Sterling company car and Sterling benefits. 


Maverick is now running very smoothly in the back office. 1 am spending at least 50% of my 
time on the Family Office. Until the last few weeks, this has been predominantly offshore 
with Michelle Boucher. The accounting system in the onshore office is running very sluggish. 
With Keith’s help, I am contemplating a major overall. With your pemrlssion, I would like to 
spend a few dollars with the law firm for a discussion on omnibus check clearing accounts 
as relates to keeping separate property separate. I did this once and backed off with Sam's 
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Transmittal 


To; 


Sam Wyly 
Evan Wyly 


Date; 11/15/96 

Copy to: 


From: 

Phone; 

Fax: (214) 

Pages ( ) 


Shari Robertson 
(214) 


Redacted by the Permanent 
Subcommi ttee on In vestigations 


Regarding: 1 996 Bonus and 1 997 compensation review for family office 

I’m addressing Uie first four people as a group and a total dollar amount The $75,000 
total is in line with last year. 


Bonus: 1997 Compensation 



Total Bonus; 

75,000 

60,000 

50,000 



Person 

Payroll 






Amy 

Sterling 

25,000 

20,000 

16,667 

67,620 

3,00% 

Rena 

Sterling 

25,000 

20,000 

16,667 

60,875 

3.00% 

Jana 

Sterling 

15,000 

12,000 

10,000 

35,000 

6.06% 

Amber 

Maverick 

10,000 

8,000 

6.667 

36,500 

4.29% 

Multiple roles: 






Keith 

Maverick 

82,500 - 

- 130,000 


86.750 

5.15% 


Lee has told me In the past that if the hedge fund has a good year a person should expect to 
receive their compensation as a bonus. Assuming it holds. Maverick has had a good year. 

If you were to calculate his bonus in relationship to profits / bonus in 1 995 then his bonus would 
be around $130,000. I suggest between $82,500 and $130,000. 

Amanda Irish Trust/Scottish Annuity 

I'm passing on Michelle's recommendation which I think is fine. Bonus of $6,000 and compensation 
increase of 5% from $29,000 to $30,500. 

Michelle B Irish Trust/Scottish Annuity 

Michelle's bonus should be paid 20% from Scottish Annuity and 80% from Irish Trust with 35% 
being related to Maverick Fund and 45% the family, t would like to see her receive a bonus 
between $50,000 to $80,000. I’m considering the good year of Maverick and the offshore family 
finances. I would like to increase Michelle’s compensation to $90,000 an increase of 12.5%. She 
is vw3rth up to $125,000 if she demanded it. I have discussed this with Mike. 

I am not making any suggestions on Juanell, Julia or Amy C. since they do not report to me. 
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MEMO 



WYLY 

To: Sam, Charles, Evan & Donnie 

From; 

Shari Robertson 

Company: 

Phone: 

214 

Redacted by the Permanent 
Subcommittee on Investigations 

Phone: 

Fax: 

214 


Fax: 

Date: 

November 20, 1997 

Number of pages: 1 

Time: 

10:09 AM 


Re: Compensation and year-end bonus reviews 


1 am attaching payroll infc»mation for the last three years for the family office staff. 1 have also completed 
an evaluation by employee and a recommendation for 1998 compensation and a 1997 bonus for those employees 
reporting to me. Michelle Boucher did the same type evaluation for the employees of Irish Trust and Scottish 
Annuity. 


On a personal note, I would like to thank you for the Michaels Stores options issued to Keith and f earlier 
this year. Thank you for giving roe the opportunity on a no cash out of pocket basis to invest in Michaels along 
side the Wyly family. 

In reviewing my situation with the Wyiy family, I would ask that you consider a consulting bonus for 
1997 from the Irish Trust Company (see Michelle’s profile for the profit details) and on a going forward basis a 
monthly consulting fee. Sam also mentioned sometime ago that he would consider my trust owning at least 10% of 
Irish Trust Company. I would like you to re-consider the percentage of ownership and formalize the agreement. 
Additionally, I would like you to consider Michelle Boucher owning a small piece of Irish Trust Company .. . 1 
want to give her every reason to want to stay employed and involved with the Wyly Family for many years in the 
future. 


I also need clarification whether Irish Trust should again this year charge the family trusts a special legal 
consulting fee to be paid out to Mike French of $300,000 as we did last year. I would also like to point out that 
Mike didn’t take ihis fee until 1997. The revenue charge to the trusts during 1997 was $670,000 of which $300,000 
was a direct bill to the trusts to cover this payment to Mike. The balance was charged on a percentage basis as we 
discussed last year and appears to be adequate to cash flow the company. 


300 C™sc«,Cou Ee r . -n»°e-t Subcom.ritt»e ». l■.v«ti e. l Jiag I 3^0.405; 

EJanBIT£66^FN538J 
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Michelle Boucher 


Salary 

Bonus 


Overall Evaluation: 

Michelle has been a godsend to me. I feel very secure in the knowledge that Michelle could run the offshore 
office without my involvement and the \Ny\y femily would be In good hands. Michelle's organizational skills are 
excellent. She has learned how to use her time effectively between Irish Trust, Maverick Fund and Scottish 
Annuity. I felt my choice of Michelle was the right on the day I hired her and I feel better about every day. 


Current 

Recorranend 

% 

Dollar 


for 1998 


Increase 

90,000 

125,000 

38.89% 

35,000 



Reasons to Support Compensation: 

Michelle has requested tfiat we consider adjusting her base salary to the standards of a person with her 
responsiblity level in the Cayman Islands. She didn’t give much guidance from there. She said she was 
very happy with her overall compensation package ($90,000 base plus $60,000 bonus), she'd just like more 
of it to be base sala^. Mike and I have discussed her compensation and recommend that it be Increased 
to $125,000. 

Insh Trust Company will have generated revenues of approximately $1,185,000 at year end. Of this revenue, 
$515,000 is hedge fund and $670,000 is trust. Additionally cash on hand will have earned $15,000, Total 
income for the year should be approximately $1,200,000. Expenses year to date are $460,000 and we 
anticipate expenses thru year end to bring that number to $515,000. Pre-bonus I anticipate Irish Trust will make 
$685,000 reduced by $11 ,000 in bonuses to the staff leaves profits of $674,000. 

Michelle is also actively involved in Scottish Annuity. I will let Mike talk to you regarding the profits in Scottish 
Annuity for the year that Michelle has been involved in producing. 

I recommend that Michelle receive a bonus of $75,000. Irish Trust would pick up $50,000 and Scottish 
Annuity the other $25,000. 


Permanent Subcommittee on Investigations I Sr 0001037 
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FROM : [8091949-2519 PHONE NO. : Nov. K 1997 ll:29m P2 


Statement of Financial Condition 
(Stated in United States Dollars) 
(Unaudited) 

October 31, 1997 


Assets 

Cash and cash equivalents 
Administration fees receivable 
Other Assets 


I otal Assets 


Uabilifies and Shareholders' Equity 


Liabilities 

Act,uuiifs uoyoUlc; { i,dOO 

Accnied expenses 6,250 


Totalliabilities 18,150 


Shareholders' Equity 

Share Capital 2 

Contributed Surplus 50,498 

Prior year retained earnings 1 93,827 

Current year income 624,318 


Total shareholders' equity 868,M5 


Total liabilities and shareholders’ equity 886,795 


Irish Trust 
Company 

777,807 

68,547 

40,441 

886 ? 15 ~ 


SR000103S 



3062 


FROM r [8091943-2519 


RHCNE NO. : 


Nov. 06 1997 ll:29m P3 


Statement of Income 
(Stated in United States Ooliars) 

(Unaudited) 

For the period ended October 31, 1997 

Irish Trust 
Company 

Administration Fee Income 


Hedge Funds 

402,730 

Trusts 

869.527 

Total administration fee income 

1,072,257 

Investonent Incoma 

Interest 

13,333 

Total Income 

1,085,590 

Expenses 

Salaries and benefits 

64.549 

Software 

6,550 

Travel 

42,541 

Rent 

10.417 

Accounting and audit 

5,283 

Directors fees 

2,500 

Administratlve/gov’t related 

4,638 

Legal 

302.778 

Other Expenses 

22,017 

Total Expenses 

461,273 

Net Income 

624.318 
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MEMO 



WYLY 

To: Sam, Charles, Evan & Donnie 

From: 

Shari 

Company: 

Phone; 


Redacted by the Permanent 

Phone: 

Fax: 

214 

Subcommittee on Investigations 

Fax: 

Date: 

Nove 

mber 20, 1998 

Number of pages: 1 

Time: 

1:30 PM 


Re: Compensation and year-end bonus reviews 


I am attaching payroll information for the last five years for the family office staff. I have made 
recommendations for 1999 compensation and a 1998 bonus for those employees reporting to me. I have asked 
Keith to provide a recommendation on Jennifer, but I haven’t caught up with him. MicbeUe Boucher has not had a 
chance to send me recommendations for the offshore employees. I will provide that information to you as soon as 
Keith and Michelle send it to me. There are a number of new en^loyees that I was not involved in the hiring and 
do not know the start date or salary. Let me know if you would like roe to gel this information from Pam Isbell. 

Let me know if Mike French is owed a consulting fee from Irish Trust this year. 

On a personal note, I would like to thank you for the Scottish Annuity and Life options that I have heard 
are coming my way. I want to thank you on behalf of myself and the staff for your generosity to everyone over the 
years. 


Permanent Subcomnuttee oo lavestlgations 
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From: 

Keeiey Hennington 

Sent: 

Wednesday, October 13, 1999 7:16 AM 

To: 

Michelle Boucher <rhboucher^|||HH 

Cc: 

Shari Robertson 

Subject: 

Re; CW real estate 


= Redacted by the Permanent 
Subcommittee on Investigations 


We have now decided to have the liabilities assunsed as part of the transaction which means 
total cash that needs to be available is around around $12. 5M. I am not sure we are going 
to be ready to go with all of them by Nov. 1, so I would think the $10M would be 
sufficient to handle what we need before Dec. 1. 

Shari- Do you think we should sit down with Charles again and make sure he wants to go 
forward with everything (you may have already had this discussion with him) . He wants to 
increase the sales price 6% on the Aspen properties based on some information from an 
appraiser that prices are going up about 1% per month, which accounts for the other SIM. 
Let me know your thoughts. 


Michelle Boucher 


<mbouche; 


on 10/12/99 07:05:51 PM 


To: khenningcon 

cc: 

Subject: CW real estate 


As part of Che recent SSW/SE transaction 1 had provided for SIOM to be used to acquire 
these properties (based on what Shari initially thought would be about the size) . I will 
need to raise the additional S15M via redemptions from Maverick (which we were planning on 
doing for the SSW/SE transactions and changed our minds - so it is not unexpected) . But 
technically we need to give 30 days notice to do this so I’m looking at having SIOM avail 
tight now and S15M available at Dec 1st. I can request that Lee agrees to waive notice 
and see if we can get out for November 1st if you think we need to do the transaction 
sooner than in 6 weeks time. I’ve given Shari a heads up that we may want to do this, but 
let me )cnow how you feel about the timing. 

Thanks'. 

Michelle 


Confidential 

SEC_ED00000267 
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From: 

Evan Wyly 

mmmmm = Redacted by the Permanent 

Sent; 

Friday, November 3, 2000 8:59 AM 

Subcommittee on Investigations 

To: 

tnboucher@|MHM 


Subject: 

Re: intelecon 


Attach: 

attl.htm 



FYI, probably both of us need to be more careful witii our wording, since I’m 
not in control or approving; I'm just making recommendations. 

Forwarded by Evan Wyly/Maverick on 1 1/03/00 07:45 AM 

Shari Robertson 

11/03/00 12:00 AM 

To: Evan Wylyj||HMBBHHBBP 
cc: 

Subject: Re; intelecon 

Remember that it is critical from a U.S. tax standpoint that there is no 
appearance that the Wyly's are in control of the trusts or the protectors. You 
tried to word carefully, but I would recommend that you "inform" of the 
intended recommendation and suggest they inform you if there are aware of any 
different issues to be considered, in effect Evan approved this txn, you don't 
want that. 

The information contained in this e-mail message is intended only for the 
personal and confidential use of the recipient(s) named above. This message 
may be an attorney-client communication and as such is privileged and 
confidential, If the reader of this message is not the intended recipient or 
an agent responsible for delivering it to the intended recipient, you are 
hereby notified that you have received this document in error and that any 
review, dissemination, distribution, or copying if this message is strictly 
prohibited. If you have received this communication in error, please notify us 
Immediately by e-mail, and delete the original message. 

«))t:4(*Stl^«««*«!tt«>K<f<*««««>|C«*!t>«***««*****«*^*««««t***«*«*>i>«*«*«»**«**««***«t%«*«*«**««* 


Evan Wyiy 
11/02/00 11:02 AM 


To; "Michelle Boucher" <mboucher@d 
cc: Shari Robertson/Maverick@| 
Subject: Re: intelecon 


k Sam Wyly| 


OK to proceed as described. Thanks. 


Permanent Subcommittee on tnvestigatioos 
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"Michelle Boucher" <mboucher(^(H^P^ 
11/02/00 11:05 AM 

To: evan wyly 

cc: Shari Robertson/Maverick@MHiHBP 
Subject; intelecon 


= Redacted by the Permanent 
Subcommittee on Investigations 


George Ellis & I finally caught up today, he is arranging for the subordination 
agreement to be redrafted to be more clear that the subordination extends only 
to cover the $250,000. That was the original intent, and he'll see that it is 
made more clear. 

George feels that the subordination is something we really need to agree to, 
that Barco (the projector supplier) is their largest creditor (outside of 
Greenbriar) and to keep the relationships between Barco and Intelecon and 
Greenbriar and Intelecon working in a productive fashion, we should sign it. 

George has discussed this with Steve Turoff and indicate Steve is comfortable 
with the proposal. 

Please confirm that you have no objections to the protectors recommending that 
the trustees execute the subordination agreement. 

- attl.htm 


MAV010860 
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From: 

Sent: 

To: 

Sut^ecl: 


Keeley Hennirgton 
Wednesday, October 03, 2001 1:01 PM 
mboucher(g 
Urgerrt - Charies 


wmmmmmm = Redacted by the Permanent 

Subcommittee on Investigations 


This was Quayie Ltd. 


The preceding e-maal message {including any attachments) contains information that may be 
confidential, or constitute non-public Information. It is Intended to be conveyed only to 
the designated recipient ( s > . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 


Forwarded by Keeley Hennington/htst 


Keeley Bennington 
10/03/01 03:59 PM 


To: 


cc: 

Subject: Urgent - Charles 


iO/03/01 02:07 PM 


Hey, Charles called and wanted to sell 100,000 shares of MIKE at $42.00 or better today 
and asJced me to call Lehman. They were okay with my verbal and 3ust need you to follow up 
and get some instruction from the trustees also. 

They were selling today on my authorization. I really hope that is okay. 

If you get a chance to call me later on all this other MIKE shit, feel free tonight at 
972-503-0565 


Thanxs 


The preceding e-mail message (including any attachments) contains information that may be 
confidential, or constitute non-public information. It is intended to be conveyed only to 
the designated recipient (s) . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 


Permanent Subotimnittec oa lavesHgations 
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From: 

Sent: 

To: 

Subject; 


Kseley Hennington 
Thursday, October 04. 2001 5:05 AM 
"Michelle Boucher" <mboucher<|flB 
Re: Fw: Quayle 


= Redacted by the Permanent 
Subcommittee on Investigations 


yep call me when you get in. I am so sorry about calling over there, I gust did not know 
what problems at would cause. Talk to you later 


The preceding e-maii message (including any attachments) contains infoimation that may be 
confadentaal, or constitute non-public information. It is intended to be conveyed only to 
the designated recipient (s) . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 


"Michelle Boucher" 
10/03/01 07:39 ?M 


To: <khennlngton^H 
cc : 

Subgect: Fw; Quayle 


I think you know this already. 

Original Message 

From: Schaufele, Louis J <l5chau^ 

Tot 'mlchelle boucher' <mboucheri^ 

Date: Wednesday, October 03, 2001 4:19 PM 
Subject: Quayle 


>We sold 82,500 Michael Stores today for Quayle. 


>> This message is for informational purposes only and is intended only 

>> for the designated recipient. It should not be relied upon or 

>> regarded as an offer to sell or as a solicitation of an offer to buy 

» any product, as an official confirmation, or statement of Lehman Brothers or its 

affiliates . 

>> With respect to indicative values, no representation is made that any 
>> transaction can be effected at the values provided and the values 
provided 

>> ate not necessarily the values carried on Lehman Brothers’ books and 
>> records. Lehman Brothers shall not be liable in any respect for the 
>> provi-sion of this information, its completeness or its accuracy. 


Permanent SobcQBunittec on lov^tigatioas 
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>This message is intended only for the personal and confidential use of 
>the 

designated recipient is) named above. If you are not the intended recipient of this 
message you are hereby notified that any review, dissemination, distribution or copying of 
this message is strictly prohibited. This communication is for information purposes only 
and should not be regarded as an offer to sell or as a solicitation of an offer to buy any 
financial product, an official confirmation of any transaction, or as an official 
statement of Lehman Brothers. Email transmission cannot be guaranteed to be secure or 
error-free. Therefore, we do not represent that this information is complete or accurate 
and It should not be relied upon as such. All information is subnect to change without 
not 1 ce . 


Confidential 
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April 12, 199$ 

Memo to: Sam Wyly, Charles Wyly ^ 

From: Shari Robertson 
Re: Salary reviews 

Will you please consider salary increases effective May 1 for those persons 
involved in the Family Office. Sam has suggested that it would be better to 
review Maverick and the Family Office employees at the same time. Per our 
discussion, a review would be done now and again in December. 



V' 



Amy Phillips 


.,50 ,995 

{jpy 62.529 

1994 

1993 

1992 

1991 

Payre^ - Sterling 

Base 

59,551 

56.180 

53.000 

50,000 

% Increase from Prtor Yr. 


5.0% 

6.0% 

6.0% 

6 . 0 % 

9.3% 

PayroB - Sterling 

Bonus 

25.000 

20.000 

15,000 

12.000 

12.000 

Total 


87.529 

79.551 

71,180 

65.000 

62.000 

Amy has worked for a 

Wyly entity since March, 1981 . She has Sterling benefits. 


Rena Alexander 

Payroll - Sterling 

Base 

56.276 

53,596 

50.562 

47.700 

45.000 

% Increase from Prior Yr. 


5.0% 

6.0% 

6.0% 

6.0% 

21.3% 

Payroli • Sterling 

Bixius 

25.000 

20.000 

15.000 

12.000 

12.000 

Total 


81.276 

73.596 

65.562 

59,700 

57.000 

Rena has worked for the Wyly Family since May, 1983. 

She has Sterling benefits. 


Shari Robertson 

Payrr^l - Sterling 

Base 

124.000 

124.(M)0 

116.717 

107,080 

100.000 

Payrr^l - Maverick 


60,000 

35.000 

24.000 



Fee - Cafes 


0 

0 

18,000 

12.000 

12.000 

Fee • RPC 


0 

0 


6.000 

6,000 

% Inaease from Prior Yr. 


15.7% 

0.2% 

26.9% 

6.0% 

0.0% 

Payroll • Sterling 

Bonus 

0 

50.000 

30,000 

24.000 

20.000 

Deferred Comp-Maverick 


100.000 

0 

100,000 



Tot^ 


264.000 

209.000 

288,717 

149.0S0 

138.000 


I have worked for the Wyly Family since April, 1979. I have a Sterling company car and 
Sterling benefits. I had a pay Increase in Maverick on January 1, 1996. 


77.040 

70% 

25.000 


Keith Hennlngton 

Payroll • MavericK Base 

% Increase from Prior Yr. 

Pa^oH - Sterling Bonus 

Tolal _ 

Keith started to work for the family In October, 1 993. Keith has done an outstanding job this 
year with Maverick and the family returns. I plan to utilize Keith the rest of the year wthj 
I have for the Dallas Family Office. I recommend you consider a salary increaspttr$82.500..'' 


72.000 
0.0% 

20.000 


102,040 


92.000 
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Jana Frederick 

Payroll - Mavericlc Base 30,(X)0 

% Increase from Prior Yr, 


Payroll - Stering 
Total 


Jana started to work for the family in April 1, 1995. FYI - Jana is presently being interviewed 
by Jim Jenkins as an assistant in his new job role and as a replacement for Debbie as she 
takes over Brenda's position. I recommend you consider a salary increa^To $3^o60^) ( I 
am also considering her for the AP posKion talked about below.) 


Michelle Boucher 

Payroll - ScottisWlrish Base 75.000 

% Increase frOTn Prior Yi. 

Payrcri! • aer1if>g Bonus 1S.000 

Total aS.OOO 


Michelle started to work in Scottish Annuity and Irish Trust on May 1, 1995. She was 
promised a salary review either at 12/31/95 or at one year. We delayed to one year 
due to her bonus at year end. She is doing a phenomena! job. Sam has asked me 
"Who is your replacement?" - 1 think MicheHgiasJhe potential for that. Let's keep her 
happy. I recommend a salary increase C^^fBO.OOQT^ would like Michelle to be included 
in the Maverick bonus program in the futu^ We h^e hired a Caymanian to start in 
one month at $29,000 per year. 


Juanell Lance 

Payroll - Slerting 

Base 3fi0O° 

35,999 

34.285 

32.344 

26.500 

25,000 

Michaels - Fee 


46,295 

44.090 

41,594 

38.160 

36,000 

% Increase from Prior Yr. 

5.0% 

6.0% 

9.0% 

6.0% 

9-0% 

PayroH • Sterling 

Bonus 




12,000 

6.000 

Midiaels - Bonus (Fee) 


25.000 

25.000 

15.000 


6,000 

Total 



107.294 

103.375 

88.938 

76.660 

73.000 


Juanell has worked- for an Wyly entity since January, 1982. She has worked for the Family 
Office since October. 1985. She has Sterling and Michaels benefits. 


Julia Kauder 

Payroll - Sterling 

Base 57.261 

54,534 

51.447 

48,535 

45,600 

% Increase from Prior Yr. 

5.0% 

6.0% 

6.0% 

6.0% 


PayroB * Sterling 

Bonus 25,000 

18.000 

12,000 

10.000 

10.000 

Total 

62,261 

72.534 

63,447 

58.535 

55.800 

Julia has a Sterling company car and Sterling benefits. 


Maverick is now running very smoothly in the back office. I am spending at least 50% of my 
time on the Family Office. Until the last few vweks, this has been predominantly offshore 
with Michelle Boucher. The accounting system in the onshore office is running very sluggish. 
With Keith's help, i am contemplating a major overall. With your permission, I would like to 
spend a few dollars with the law firm for a discussion on omnibus check clearing accounts 
as relates to keeping separate property separate. I did this once and backed off with Sam's 
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divorce (though nothing negative happened.) I think it is the only way to speed up the check 
writing process. Additionally, this new Windows based Solonron is not working well . It is 
entirely to slow and cumbersome. I'm not sure whether Total Return is the answer, I’m still 
trying to determine whether I can make the AP module work, or whether a new system is 
needed. I'll be back to you for approval if a new system is warranted. Per my discussion 
yesterday with Charles, I'm going to hire an accounts payable clerk. This person will be 
utilized to bring all of his bill paying into the family office (Sam's is now) and to lighten the AP 
entry for Amy and Rena. 

I do plan to invest a lot of my time the rest of the year on the Dallas Family Office. If this does 
not work with anything you might have planned for me, let me know. I will still be spending 
around 50% of my time on Maverick. 


SR 0001020 
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Stock Status Report 

Priced e 06/30/99 

Onshore 

Offshore 

Combined 

Company % 

Steiirng Software 

Outstanding (Undiluted) 




82,441,000 

Common 

2,546,356; 

116,000; 

2,662,356 ; 

3.23% 

Options 

5,700,000; 


5,700,000; 

6.91% 

Total Sterling Software 

8,246,356 

1 16,000 ; 

8,362,356 : 

10.14% 


Sterling Commerce 

Outstanding (Undiluted) 




94,565,000 

Common 

1,411,145; 

o; 

1,411,145; 

1.49% 

Options 

1,500,000: 

4,035,000: 

5,535,000 

5.85% 

Total Sterling Commerce 

2,911,145; 

4.035,000; 

6,946,145; 

7.35% 


Michaels Stores 

Outstanding (Undiluted) 




30,849,000 

Common 

1,353,224; 

2,162,134; 

3,520,358 ; 

11.41% 

Options 

3,050,000; 

1,490,000; 

4,540,000 

14.72% 

Total Michaels Stores 

4,408,224; 

3,652.134; 

8,060,358 ; 

26.13% 

Scottish Annuity & Life HIdngs : : : : 

Outstanding (Undiluted) 




18,576,440 

Common 

2,050 

937,220 : 

939,270 : 

5.06% 

Class A Warrants 

150,000; 

1,650,000 ; 

1,800,000 : 

9.69% 

Options 

30,000; 


30,000 : 

0.16% 

Total Scottish Ann & Lfe HIdngs: 

152,050: 

2,587,220: 

2,739,270 

14.75% 
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stock Status Report 

Priced @ 09/30/00 

Onshore 

Oitehore 

Combined 

Company % 

Computer Associates 





Outstanding (Undiluted) 




590,850,000 

Common 

1,435,735 

65,354 

1,501,089 

0.25% 

Options 

1,732,455 

1,478,925 

3,211,380 

0.54% 

Total Computer Associates 

3,168,190 

1,544,279 

4,712,469 

0.80% 



1^44;t7S 

4,712,469 


Michaels Stores 





Outstanding (Undiluted) 




33,215,000 

Common 

1,531,834 

2,752,134 

4,283,968 

12,90% 

Options 

900,000 


900,000 

2.71% 

Total Michaels Stores 

2,431,834 

2,752,134 

5,183,968 

15.61% 



2,7S2.1M 

$.183,968 


Scottish Annuity & Life HIdngs 
Outstanding (Undiluted) 




16,047,000 

Common 

2,050 

1,055,220 

1,057,270 

6.59% 

Class A Warrants 

150,000 

1,650,000 

1,800,000 

11.22% 

Options 

30,000 


30,000 

0.19% 

Total Scottish Ann & Lte HIdngs 

182,050 

2,705,220 

2,887,270 

17.99% 



2,m,230 

2,887.276 
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Fax Transmittal 


SbariRobotsoa 

Mikelmidi 

ai4) 

(214) 


PkqucminesTiust 
L»Foaidie Trust 


Redacted by the Permanent 
Subcommittee on Investigations 


To: 

Keith Kii« 

From: 


Shawn 


Compai^: 

WychwBod Trust 

Phone: 

Date: 

September 12, 1995 

Fax: 

Sutject; 

Delhi Trust 

Pages; (1) 


We win be in flic Isle of Man on September 2Sth thra 29th. If it meets your schedule, we would 
like to meet with you lot dimer on the 28 th (7:00), We will have with us Evan Wyly (Sam’s 
son) and Michelle Boucher (Scotti^ Anmiity). 

We would like to review and discuss the following items: 


1 . Review fee structure. Mease provide us by early next week a recap of all fees charges since 
the inception of the trust and how that fee was calculated. Additionally, provide us with your 
normal quoted fee structure, 

2. Discussion regarding record keeping and financial reporting and the distribution of those 
reports. 

3. Custody issues. 

4. Introductioa of Michelle Boucher as otir "Trust Manager”. 

5. jMiyihing outstanding on Plaquemines and Delhi Trusts during the rime you were trustee. 

If you have any other items you wish to discuss, please let us know at the same time you reqjond 

about fee structure. 


mtsES?! rt ->•=« 
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MEMO 


WYLY 


To; Charles Wyiy, Dod Miller 

Company: 

Phone: 214 

Fax: 214 

Number of pages; 

Comments; 


From; 

Shari Robertson 

Phone; 


Redacted by the Permanent 

Fax: 

214 

Subcommittee on investigations 

Date: 

September 30, 1997 

Time; 

10:58 AM 


Redacted by the Permanent 
Subcommittee on investigations 


Mike, Michelle and I plan to attend the Maverick London meeting on Tuesday, November 1 1'*’ 
and proceed to the Isle of Man the next day. We plan to spend Wednesday, Thursday and 
Friday meeting with trustees. We’ll probably take the evening plane back to London and leave 
for home on Saturday morning. 

I wanted to extend an invitation to join us 


300 Crescent Couj 
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Note to File 

Bessie & Tvler Trasta 

RJC met Mike French & Shari Robertson at the Dorchester on the afternoon of 
Tuesday 1 Ith November, exactly one hour before the scheduled start of the Maverick 
AGM. Michelle Boucher’s sister had been taken ill in Canada after a minor operation 
had produced some complications, and so she was unable to attend. 

(The following comments on the meeting track Shari 's agenda of the 4th November). 

1 . We will be asked by the annuitants of Dortmund, Fugue (both Bessie Trust) and 
Elysium and Soulieana to extend the original annuity payment date by 5 or 10 years 
to the age of 70or 75. This will take the form of a separate amendment to the original 
annuity agreements rather than a complete (and expensive) redrafting of the full 
agreement. RJC said that the trustees, in principle, would agree to these changes 
subject to MF obtaining legal approval of such a change (which would come from 
Chatzky). 

2. RJC pointed out that we were still charging at J60 per hour and asked if MF 
recalled lifting this to £75 per hour. MF said that this had been approved exactly one 
year ago. RJC noted that we had yet to receive our fees for the quarter to the 30th 
June or the quarter to the 30th September and said that the new £75 rate would apply 
to both of these quarters with which MF and SR both agreed. 

SR asked why there had been confusion in respect of VAT on trustees fees and why 
original invoices had been sent to her and Michelle on separate occasions. RJC could 
see no reason why VAT should not be charged on the trustees and original invoices 
‘sent’ to the trustees with copies to MB. SR agreed that this was as things should be. 

3. MF would forward written recommendations to LHT in respect of changes t^ch 
he proposed to make to the Bessie Trust. It appears that they will simply bring Bessie 
into line with Tyler as, apparently, there are some small differences. 

4. SR agreed that we are no longer trustees of the La Foiacbe Trust 

5. The $1 million gift to the University of Michigan would be from Sam and building 
(The Sam Wyly Centre) would be built in his name. SR would let us know the exact 
entity where the payment was to be made from. 
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6. RJC handed SR the original certificates of good standing and copies of the tax 
exemption certificates for the 7 companies. We will need to obtain these eveiy year 
from now on. 

7. There is a real problem with Christ <S Vie Woman Taken. This painting was bought 
from a ‘reputable’ New Orleans dealer at a price of $1 .2 million and was attributed to 
Rubens. It now transpires that the painting was sold at auction by Sotheby’s some 6 
years ago for $70,000. (It was probably painted by one of Rubens’ assistants rather 
than by the great man himself). MF wants the directors of Fugue to take a lawsuit out 
against the dealer (who is denying any legal responsibility) and gave RJC a 
handwritten note authorising the directors of Fugue to sign and fax an agreement 
with Robert B Shaw in NewYork who is, tpparently, an expert in legal matters in the 
art world. THIS SHOULD BE SIGNED AND FAXED IMMEDIATELY IF WE 
ARE IN AGREEMENT. 

MF (almost lamely, for him) said that Sam would always obtain verification by a 
third party as to the authenticity of any paintings which he might want the trustees to 
purchase in future. 

8. As Michelle was not present at the meeting, we were unable to discuss fee charges 
but RJC noted that we have taken the £42 government filing fee (and 2 sets of tax 
exemption fees) before certain companies had been transferred to other trustees, it 
was a relief to be able to (correctly) blame this on Sue Prince who inflicted serious 
damage on our relationship with Michelle Boucher and, therefore MF & SR. They 
were pleased to heat about the appointment of Fiona who they would consult on day 
to day matters in the absence of BAR. 

The Maverick meeting was well attended and lasted a further hour. David Bester from 
Trident in the Isle of Man was present but I could see no other rival representatives at 
the meeting. 

RJC, 13th November 1997. 
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Redacted by the Permanent 
Subcommittee on Investigations 


Shari Robertson 
11/01/1999 08:07 AM 


To; Shonda Cady/Mavet 
cc: 

Subject: Re: Trustee 


It will be most important to spend some time wifri David Harris at 12:00 regarding Green Mountain. I 
could ask David to stay after the Maverick meeting and meet wBi you if that would work better Let me 
kr>ow. 

Shonda Cady 



Shonda Cady 
11/01/1999 10'01 AM 


To: Shari RobertsorVMaverid<^ 


Subject: Re. Trustee Meetings 


Shonda Cady 
Maverick Capital 



Shari: 


This is a question on the meetings in London from Evan 
I^orwsrded hy Shonda Cad'/.'Mavertcj\ on 1 ■!'01.'99 lO'OO .AM — " 


Eran Wyiy 
10/29/99 08:52 PM 


To: Shonda Cady/Maveriq 
cc: 

Subje<S: Re; Trustee Meetings of Nov 4. 1999[3 


ShOTida: I'm sure you mean Nov, 9 and not Nov. 4, but I wanted to double check. 

Stacy: Please put on my calendar. Also, check and see what time the practice is, although I don't need 
much besides sound ched< at this point 

Shari: Due to Lisa's wedding. I don't arrive until 8:30a.m. ttiat morning, so 1 am not sure I lAill make the 
meetings. Which of the two is more important? 

Shonda Cady 




Shonda Cady 
10/25/99 12:03 PM 


Shonda Cady 
Maverick Capital 



Evan; 


To: Evan Wyly/MaverickI 
cc: Stacy Bryant/Maveria 
Subject: Trustee Meetir^gs of Nov' 


Per instruction of Shari, the following is her meeting schedule for Tuesday Novembers, 1 999: 


12:00 PM- 


Meet with David Harris of IFG International 01 1 -44- 
Location; The Dorchester 


2:00 PM 


Meet with David Bester of Trident Trust Company 01 1-44 
Location: The Dorchester 


4:00 PM - Maverick Meeting 
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mmmmmm = Redacted by the Permanent 

Subcommittee on Investigations 


EVAS mu 
LONDON ITINERARY 
NOVEMBER 8™ - NOVEMBER 10™ 

Monday, November S'* 

DFW to Gatwick - Boeing 777 
Depart: 5:35 p.m. 

Flight: 50 
Terminal: A 
Seat: 4D 

Reference # VBTSZE 

Tuesday, November 9^ 

Arrive: 8:20 am. 

Transportation: Train 

Accomodations: The Dorchester (conf: 48245) 


Wednesday, November 

Gatwick to DFW - Boeing 777 
Depart: 1:00 p.m. 

Flight: 79 
South Terminal 
Seal: 3H 

Arrive: 5:10 p.m same day 


MEETING SCHEDULE 

Tuesday, November V* 

1 2:00 pm Lunch and meet with Shari, Mike and David Harris at The Dorchester in 
Mike’s room 

2:00 pro meet with Shari, Mike and David Besfer at The Dorchester in Mike’s 
room 

2:00 pm rehearsal at The Dorchester 
4:00 p.m. Maverick Annual Meeting 

The Dorchester Hotel in the Orchid Room 
Cocktails following the meeting in the Holford Room 


IMPORTANT INFORMATION 


American Airline 
Dallas Travel 
The Dorchester 
Park Lane 

Your room was booked for the 8*. 
David Harris 
I^vid Bester 
Stacy 


800-242-4444 dial-a-flight 
800-mPI Debbie 
011^171-629-8888 x m 
Sophie Landry - Concierge 
011-44-171-317-6414 fax 
011-44-11 
on -44-; 

214-M ceU 
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Shari Rr^rtson 

07/29/1999 07:31 AM 


To: Shanrewi PhilBps, 


Redacted by the Permanent 
Subcommittee on Investigations 


Subject: Re' Annual MeetingD 


He'll be ttiere with David. If you have room it would be nic» to Include him 

David Bester will probably have Francis Webb with him 

Peter Bond wrilt proably have ian Gardiner with him 

i can just ask these guys when I meet with them that day if prefer. 
Shannon Phillips 


Shannon Phillips 
07/29/99 09 29 AM 

f 0 Shan Rot>erison/Maverick@i 
Siibiect Annual Meeting 
What about Ken Jones with !FG? Should we send an invite? 


Redacted by the Permanent 
Subcommittee on Investigaiions 
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MEMORAISDUM 


To: 

Sam, Evan 


Charles, Don 

From: 

Shari 

Date: 

05/12/00 

Subject: 

Isle of Man Trip 


The following is a recap of the lOM trip. If you’d like to discuss any of this let me know. 

1) Jurisdictional Issues: 

A) lOM corporations will become regulated as of 1 2/31/00. This is in the form of the party 
that formed the corporation making a statement to the regulators that the corporation has 
books and records. This change allows the lOM regulators an opportunity to make 
inspections. 

B) South Africa is now charging a dividend tax on all monies repatriated. The S.A. 
community no longer will get a benefit through an lOM Trust. There is concern that a lot 
of the S.A. money will leave lOM because there is no tax savings. There may be some 
shrinkage of trustees because of this loss of business. A reminder that Trident is SA 
based. 

C) Seems to be concern expressed by the trustees that within a matter of years that there will 
be further regulation, which might required submission of audited financials and access 
to trust documents. Bester’s (Trident) solution was to hire a “lawyer” custodian to hold 
the trust deeds, which disclose beneficial ownership. The lawyer would be instructed by 
the protectors and the trustee not to release the trust deeds to anyone without joint 
consent. This would slow the process of delivery of the trust deeds down, giving the 
ability to flee the jurisdiction if it was deemed necessary. 

2) Trust remediation steps to be taken at Trident regarding the 1 995 trusts (La Fourche & Red 

Mountain); 

A) Add Sean Cairns as a beneficiary as soon as possible, 

B) Determine the accumulated income as soon as A) is complete. 

C) Determine with Owens whether the income earned on the accumulated income is tainted. 
(Shari & Michelle to follow-up.) 

D) If the income is tainted, form new corporations and transfer the assets from the original 
trust to the new trusts in exchange for a low interest-bearing note. 
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3) Trust remediation steps to be taken at IFG& Northern regarding 1992 and 1993 trusts: 

A) Merge 1992 trusts (Bulldog & Pitkin) into Bulldog 11 and Pitkin II to clean up perpetuity 
issues. This will be done with a short document already prepared by Fullerlove which 
Mike has reviewed and approved. 

B) Merge 1993 trusts (Delhi, Lake Providence and Castlecreek) into Bulldog II and Pitkin II. 
This is being done to minimize the number of trusts for fixture planning of dividing the 
existing trusts into sub-trusts. 

C) Restate Bulldog II and Pitkin II to be a complete trust deed on its own without referring 
back to prior trust deeds. 

D) Fullerlove and Harris have been instructed to move forward on A-C. 

4) Other trust issues: 

A) Division of existing trusts to a specifically named beneficiary can be accomplished 
through sub-funds that are revocable or sub-trusts that are irrevocable. Trustees awaiting 
instructions before moving forward on this project. 

B) Trustees have been informed to plan cash to exercise all Michaels stock options prior to 
maturity date. Trustees awaiting selling instructions on what to do with stock that is not 
exercised and sold prior to maturity date. 

C) Discussed possibility of the trusts purchasing life insurance policies with the trustees. 
They 

Are awaiting recommendations before proceeding. Mike and Owns need to coordinate 
to bring this project forward. 

D) Informed trustees of valuation issues on annuities that were amended and extended 
previously. Michelle has already requested these valuations from Milliam & Shari. It is 
expected that the valuations will increase the annuity payable outstanding for the trusts. 

E) Interviews were held with prospective trustees that might be needed in the future. The 
following trustees were interviewed and are ranked in the order in which / recommend 
they be used. It would be good to get Mike and Michelle’s opinion independent of mine. 
A number of these people are known by Don Beacock (former MeesPierson) and should 
check with him for references. 

1) Close Bank (recommended by David Harris) 

Met with Ian Bancroft, Managing Director 

Marcus senior to Ian was off island and did not have an opportunity to meet 

This was our first visit to this organization. It appeared to me that this trust company 
was a good fit to the business needs required by the family. Close was recently 
acquired from Rhea Bros, It is a public company listed on the Irish Stock Exchange 
(160* largest). Market cap of $2 billion. Services available are: investment 
management, banking and trust services. There are 1 0 persons in the trust 
department. The firm is responsible for over 400 trusts and companies ranging in size 
from $750,000 to $50 million. The average size is $2 5 - 4 million. Fees are a fixed 
responsibility fee and time (negotiable). No U.S. operations. 

2) Caledonia 

Met with David Burgess 

The Walker family (the other large law firm on the island) originally formed this 
company in the Caymans. This was our second visit. I really like David’s approach 
and think he would work well with the family. He was the one who told us about the 
SA change. They’ve been on the lOM a short time and the business doesn’t seem to 
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be growing quickly. Mike has expressed concern whether they will continue with the 
lOM operations. In discussions with Michelle later she feels that this trust company 
will continue on the lOM because of the Cayman requirements. Michelle is going to 
get with David when he’s next in the Caymans. I have a good feeling about working 
with Caledonia and believe we should continue to visit and get acquainted. 

3) Intercontinental (former Mees Pierson employee works there) 

Met with Collin Flatten, Director and Andy Wallis, Accountant (MP) 

Flatten started this company in conjunction with a Canadian family. Collin now owns 
the company independent from this family. Collin was personable and direct. This a 
small company with offices in lOM and London. lOM staff is 10 and there are 3 in 
London. His current client mix seems to lean toward the marine industry. He does 
not advertise for business and only takes clients from referrals. Fee structure is 
negotiable. The firm has 500+ accounts with 150 of the being trust structures. He is 
concerned about using leverage if they were minor beneficiaries. There are no minor 
beneficiaries. Flatten was the one who made as aware of the new corporate reporting 
requirements. He travels to the U.S. twice a year and would be available to stop in 
Dallas. His business is predominantly marine (boats and yachts), trading (purchased 
from MeesPierson) and time share ledger management. 

4) Anglo Irish 

Enda Connolly, Offshore Trust Director and Any MacKellar, Accountant (former 
MeesPierson) 

This is a public company with tremendous growth since the acquisition from 
MeesPierson. This was our first visit. 1 personally had a problem with Enda because 
he talked predominantly to Mike and ignored Michelle and myself, though every once 
in while he realized what he was doing and included us. Michelle didn’t sense this as 
strongly as I did, but I was seated furthest from Mike. This could make for a difficult 
situation for the women in the Wyly family to deal with. He had a very smooth 
almost at times cutesy sales pitch. Having said this, I think it is worth a 2”'* visit in 
case I read it wrong. (It was our last visit after 2 full days.) 

F) Annuities: 

1 ) Preliminary discussions with the trustees regarding the possibility of prepayment at a 
discount. 

2) Michelle is to continue with analysis: cash flow requirements, early payment of taxes 
vs a Maverick ROR. 

3) Michelle to ask Milliam and Shari to suggest a discount for prepayment. 

G) Protector Company . 

1) Confirmed with Fullerlove that the trust deeds allow for one protector 

2) Confirmed with Fullerlove that the protector can be a company as well as an 
individual. 

3) Mike, Michelle and Shari need to continue work with Owens regarding structure. 
Need to develop a timeline for completion. 

H) Audits: 

1) Discussion were held with trustees recommending that audits be done on a going 
forward basis. The trustees and the protectors will define audit scope. It will most 
likely include an audit of income and expenditures and verification of assets. This 
will be done at the corporation level and consolidated at the trust level. It will not be 
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a full audit, as trast deeds should not be provided to the auditors. Some discussion 
was held whether a different auditor should be obtained for each trust. More thought 
needs to be put into this. 

2) Why audits now? If Michelle becomes a member of the Protector Company the 
family has lost their independent 3''* party verification. In addition to this, the sheer 
size and lack of the family’s day to day involvement in addition to Michelle’s status 
change makes audits mandatory in my opinion going forward. I keep trying to do 
100-year planning and this is a step that is necessary. Harris estimated $1000 pounds 
per entity. Each trustee is to provide a recommended audit scope in the near future. 
The protectors need input from the beneficiaries regarding this change and additional 
cost. 
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I = Redacted by the Permanent 

I Subcommittee on Investigations 



cc; Shan 

French/MavericW 
Subject; geneva meetir^ 


These sorrie ihemo we hope co discuss it che geneva mee'iin-a, please advise 

cegar-iiriQ :'Chec icerris/issue you have tot the list 

- status of trust documentation 

- status of protector company formation 

- status of creation of sub-funds or sub-trusts 

- SW family real estate projects (Two Mile Ranch/Cottonwood Capital) 

- CW family real estate projects 

- Chapparai Ventures update 

- Intelecon update 

- Ranger Group 

- Precept Fund/Mgmt 

- Greenmountain update 

- Art/coiiectibles update 

IG^ - attl.hlm 
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MHMM = Redacted by the Permanent 
j Subcommittee on Investigations 



'Michelle B( 
<nt>ouchar@l 


11^02/2000 03:05 PM 


To: Sh^ nob^son^verick@|PB 
cc: 

Subject: IFG&TrkJentAg^idas attached 


I've atiraclied agenda? for ‘-.•'eneva - please taXe a look and advise of other 
matters to add before I distribute. 

I understand from Shonda that you are available to meet for dinner on Monday 
with David. One of the things David wants to discuss with you and I directly 
is the crossover between the 1992's and the 1994 trusts, due to the 
differences in beneficiaries particularly as the existing letter of wishes 
will change. FYI, I put a call into Sam to generally discuss the letter of 
wishes and the fact that it will need to be amended for the creation of the 
sub-trusts. - I want to clarify whether Cheryl should be allocated a piece of 
Two -Mile Ranch, or if this is for his kids, and whether her benefit from the 
trust should be limited to the sub-fund we are creating. 

Anyway, given that we are going to loan assets from th€ 1992s to the 1994s, 
David wants to ask all the children to confirm their agreement to this in 
writing. He also feels a lot better about doing this if Aundyr is the trustee 
of both trusts. Which they will be when we merge the 1992s back together, 
but.... that IS a huge pot to have at one place - I don’t think we can 
represent to him that we wouldn't move part of the business for fucher 
diversification. 

Since he is raising issues on this, I mentioned to him the split dollar life 
insurance planning, knowing it makes his problem worse, but felt he should 
know that's where we want to go, likely within the next year. 


ID. 


attl.htm 
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MAVERICK DAILY SCHEDULE 
MONDAY 11/6/00 


Etnolovee 

Location 

CtHUpany & Meeting Tune 

Lee AinsUe 

New York to Geneva 

Depart JFK 7;50pra 

Arrive Geneva 9:l5ara 11/7 

Hotel du Rhtxte 

41-22-909-0000 Phone 

No Mc^ings 

Bob Bishop 

New York 

hfo Meeiinas 

Duke Buchan 

Geneva 

12-<K) Me«mg w/Phil Ryan of Credit Suisse 


Hotel du Rhone 

4 1-1-33-9805 Phone 


41-22-909-0000 Phone 

2:45 Meeting w/Mark Branson of UBS 

41-1-234-4360 Hione 

Amy CasUilo 

Geneva 

Hotel du Rhone 

41-22-909-0000 Phone 


Carter Creech 

Chamonix, France 

Hameau Albert 

40-553-0509 aone 

No Meetings 

John Fichthom 

San Diego 

Marriott Coronado 

619-435-3000 Hione 


Catherine Heitroan 

Vacation 


Lee Hobson 

Dallas 

No Meetings 

Winston Hole 

New York to Geneva 

Depait JFK 7;50pin 

Arrive C^neva9:l5am 11/7 

Hotel du Rhone 

41-22-909-0000 Rione 

No Me^ings 

Steve Kapp 

Philadelphia 

No Meetings 

Brian Kelly 

New York 

1 1 :00 Meetin a w/Auio analyst - NY office 

Mike Pausic 

Dallas 

No Meetings 

Shari Robertson 

Geneva 

3:00 Meeting w/David Bester and Francis Webb - Hotel 


Airiw Geneva 12; I5pm 

Hotel du Rhone 

4l-22-909>0000 Phone 

du Rhone 

Tnpp Rudisill 

R Lauderdale 

Boca Raton Resort and Club 
561-395-3000 Phone 

56M47.3183 Fax 

Wii Soundview Conference 

Steve Schreder 

Philadelphia to Tampa 

Depart PA 8:01am 

Arrive Tampa 10:40ara 

Mamoii 

843-22 M900 Phone 

Cardinal Health Investor Conference 

Evan Wyly 

Geneva 

3:00 Meeting w/David Bester and Francis Webb of 


Hotel du Rhone 

41-22-909-0000 Phone 

Trident Trust Co. - Hotel du Rhone 

Brian Zied 

New York 

No Meetings 
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EVAN WYLY 
GENEVA ITINERARY 
NOVEMBER S'” - 8'‘, 2900 


Sunday November 5*^ 

7:00 PM Depart TXI 
300 wy 

Passengers: Evan, Donnie, Shan and Kceley (round trip) 
Catering 

Monday November 6*^ 


1:40 AM Arrive Steven viile, NF 

CYJT - Stevenvdie Aviation 

2:40 AM Depart Stevenville 

12:15 PM Arrive Geneva 

Cointrin/LSGG - Jet Aviation 

Take cab to The Hotel du Rhone (Mandarin Onental) Approx. 15 minutes to 
Hotel. 

Confirmation 1 17910-(pre-registered for the 5th) 

2:30 PM Meeting - David B^ter and Francis Webb, Shari Robertson, Evan Wyly, 
Michelle Boucher, Kceiey Bennington and Don Miller 
Location: The Hotel du Rhone (Dalcrozc Conference Room) 

Coffee, tea & biscuits will be served 


Tuesd.'iv November 7th 

12:30 PM Meeting' David Harris, Ken Jones, Kathy Harding. Shari Robertson, Evan Wyly, 
Michelle Boucher, Keeley Hennington, Don Miller 
Location: The Hotel du Rhone (Dalcroze Conference Room) 

**Note time change for speakers** 

1:30 AM Speaker practice at Hotel du Rhone - Sl Gervais Room 

3:00 PM Maverick Capital Meeting 

Location: The Hotel du Rhone (Mandarin Oriental) 

St. Gervais Room-Ground Floor 

5:00 PM Cocktails served in Rhone HI Room-Ground Floor 
8:00 PM Dinner with Alicia Rubi 
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Meeting with IFG Inleraaliona! 

David Harris, Ken Jones & Kathy Harding 

Tuesday, November 7*, 20(X} 

Agenda Items 

1. Status of Trust Documentation 

appointment to Bulldog II, Pitkin II (completed) 

change trustee of Delhi, Lake Providence and Castle Credc from Northern to Aundyr 
Merge Bulldog ll, Delhi & Lake Rrovidence 
Merge Pitkin II, & Castle Creek 

Possible change of Trustee for Bessie to Northern from Aundyr? 

2. Creation of sub-funds (SW Family - to move forward asap) 

documentation 
asset allocation 

lending of assets/funds across trusts 

3. Creation of sub-funds (CW Fanaily - in planning phase) 

- may result in assets loaned across trustees 

4. Discuss plans for SAC annuities and planning with the use of variable life policies, including split 
dollar arrangements across trusts (SW affect^ trusts with Nonhcra/Aundyr - CW trusts span different 
trustees) 

5. Status of protector company formation and discussion of parties to be involved 

6. Audits of lOM companies 

7. Inwstmcnt update 

Two Mile Ranch 
Cottonwood 
Global Audio Visual 
inlelecon 
Ranger Group 
Precept 

First Dallas Internationa! 

Red River Ventures 
Greenmountain 
> Art/CoUectibles 
Chapparal 
Michaels 

• Computer Associates 

Scottish Annuity & Life Holdin gs 

8. Review of trustee fees 
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214-e£B-40B2 



Memo 


To; S«ra Wyljr 
Evan Wyi]' 
LiisWyly 
Laurie Wyly 


diaries Wyly 
DaoMaier 
SharfSoberitoii 
Keeley Besatnyton 


Re; IsIeofMantrv2«)l 
Date; Ma«bM“,200I 
From: Mididle Bwcher ■ 


8K PB2 MPIR 21 '01 


rve ibe fiiUowisg dooimeats reUtisg to the trip. 

- itmewofpmtffieetiAgKWidipotfDtioi new trustees 
' »)iit8ctinfonruttioD fordtisiugtn^ 

- tnecrii^ itSHTBiy 


A£ you are iware,rito main {oal of ttns trip is to select anew trostee. The attached 
outhnes some background iafoxmatiOR on the four companies we are currently lookii^ at 
!&we\w, <mly two of them are really vp for sdection this trip - Close Brotfaea^ Group 
and Inter-Contmqaal- 




(i) 



We will look to move one of foe tr usts from the ff G Intematioaal relatioosh^ (David 
Harris), and ore recommeix^ tha if Midori frus^ eransfoned. Pidcin Trust is a CW 
fondly relaxed trust of foe 1^2sgri«^ Tins will leave Bulldog Triist and Bessie Trust at 
gG. Bulldog and Bessie arc 1992 and 1994 series trusts, by leaving one of each scrim at 
will ben^t from thdr advice on each structure. This advice will benefit aD 
trusts, whether they ore at IFG. Trid^ or dto new Trustee, It is recommended that Pitkm 
Trust be tranafened nfoor foah OBlulldo^ as it is smaller (about */» foe size and number of 
underlying con^ianieaX so moving it wiU have foe least impact on David Harris’ 
business. 


Other itinerary items: 

Monday night > there are currently no arraDgemeDts fur dinner on Monday eveoisg. I 
suggest obtaining a reconuncodstiQa tona foe hotel arrival 

nyTrpiaft - plan to 'meet in foe hotel lobby for 7:30 am departure, Lesley is co- 
ordmatmg ground traasport^oo. 

Toesdav night - dmner ia planned for 7: 15pm with David Harris, he haa arrsnpid for a 
table at (TiapelJi’s (uduch I believe ia Italian - our fovourito fridian restaurant is closed) 
WediMsdav mominy plan to meet in foe hotel lobby for 7:30ani departure again. 


If anyone has additional qu^ons, please feel free to contact zne directly. 



Permanent SubcoromiWee on Investigations 

EXHIBIT #66 -FN 544 


10:16 
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Review ofpaBt meeting^ with potential new trostess 

Ooie Brokers Groiijp (Bam T«cid«y, March 27^ 

29-31 Alhol Stceei, Dou^as 
011-44^624-643-200 
01144-1624-625-248 
web^: www.^8c.eo.tin 


Marie Lewin. Trust Director 
I ^ Q$ry He|^nin)> Tmst Manager 


fW4'U 

Tiwr X-^ 

secrtcTi. 


200 ihfJ 
^ sd'c 

TbU will be our meetiDg Close Group, wc were r eferred to Close Bank 

two yaa r by Dav^ fatematiAnai We are meetiDg ^vtiHMarilc Lewia, fru^ 

t^lecSri^ Gary Hepburn, l^ust Maxuger. Last year we met with lao Bancroft &e 
Bank’s Managing ibrectes, as MariK was tiav'^ti^. Uaiy just joii^ the gni^ate last 
year. 

Close Brothers Gio \9 in rite UK is ihe oldest imiependaiu Merchant Banl^ and gob of Ote 
lar gest 1 SO cOTiUMnies listed on the London Stock Extdat^ When we ^tedfean last 
May they had a market cap of apwoximttel v S2Bn. Tve sttached a receot uqpdam ftmn 
the Bank indicating die polyp’s profit befisre tax was tq) 1 03% for their year July 
31", 2000. Carrent market capitaliaatHm oer Bloombere is GBP 1 . 1 64B a ( approx US 
Sl.'^iO- Thatr Bloogibcgg treker is CBQ LN . I’ve attadiod Income Statemoit and 
Balance Sheet summary infinmadon from Bloomberg. 

The Close Orot^ has offices opcFating in Englend . I sle of Man , GuapscYa nd Geneva . 
They have a licmted operation ia Cavmaa wfai^ is mniBgcdliy CIBC. They Save 
operated in ble of Man (under the fbnner Rea Brothers Group) f or 25 years and are able 
to o£ftr a fidl range of servic e tncludmg investmem management, bhtJ^g~savices. intst 
sad oemspany managemcat. ! 


#vV.A4r- ^ 


^yyp/c- 


TMn 


At onr meetmg last year, wc noted that in Isle of Man they employe d 10 people ia the , 

Trust department, managing over 400 trusts aid companies. l^eiilyincalcticsAsizeis tA4(re^r 
^3lid- S4}i4, with thdr largest c lient being in the SSSM range . Fees are based on actual bj 
reaponstbihty - ie. R^stend office, dusebns, trusteeship as wdl 89 time spent They ^ 

appear to have a good accounting system with portfolio management integrated into Ihe 
genwal lolger system. No US operations were noted 


* > i r*n 




Alfttough last year was our mitial contact widi die grmqs, we enjoyed meetiiig Ian 

Bancroft and ffelt that Close Bank wtt a poodfit for the family trusts. They qppeartobe 

UX’4X‘r4X*4^ a growing oiganizationwitlrgoodmanageniait. The size of the trust operations should 
■ yj allow for adequate coveragoto service the needs of the funily trusts. They are able to 
laovide a ftfll range of financial aorwoes, which may he an asset in years to come. Since 
we d on’t have anrevious xehrinnship w ith anyone in Oris onaaiization. wc need to be 
eonvfortdile that we will tret the quality of service we have come to exoe 


^ 3 expect on a timely 

basis. We also need to feel comiar^ble that tods group wifi be^g^ and are faqqiy to 
work with us on foe types of ttansacdoiu foe trusts tyjxcally ci^ into. 

Off pBCi u$f ^ -fz.ity. -»^r 

uv<- a<5«ycA/t' (oe/wtay)* vr«> 0 r. new 49 S'X wtV. ttc - ox ^ intuit 


~ OK tf" o. 






I Cao*JVKey^ 
i 

Z 

•t*. 

Z Tl3tnf 

e. ^lnfA4ccr 
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Group results "exceptional" 


CLOSE Group in Isle of Man has con- 
tributed towards record taking profits 
Ux me Close Bfothprs GrtXip pic lor (he 
year entted JuV 3l5l vvNch have been 
described ss ^xcepfitmf. Group profft 
before tax vias up by 103% to Ci&$ im 
conipsn»:f to the pre^ous year's ^ure.of 
e76.3rn 

The bde of Man arm, together with the 
other oftehore oRices trt Gueimey and> 
Oerwva, desc^Md as having made 
JsHo ng pfogras s' Oufir'g mo year The 
currc^ figures reflect year-on-year 
increased profits tor the isle o( Man 
Company (previously aperating under the 
f^ea Srothers ramel which celebrates 4s 
twerttv-fflh ennivei»ary « 2001 
Managing Oector of Ooee Group fOM. 
Ian Bancroft, said: Vfe in aga^ pleased 
aa made a positive increased corTiti- 
buiion 10 ihe Group prolfts which were 
assign to some cKteni by th e talre^avef^ 
of EBS Bar* (is te of ^n) Limited. 
However, tie^ ha& been a very aror^g 
awmeR po/f^monce from e^ of the 
companies wimin the isle Man grou^ 
ing and ws i^e confidera mis will conhmie 
in the future.' 

Das McCauley. Chairman of CJosa Grwp 
iOM. added. *These resulie repre^nt the 
35m conseoipve year oi increased profits 


lor Oose Brotnars Group vmich we 
believe is a uniQue pedonnanoe in any of 
the top 200 compuiles on the London 
Smck Exchange, f^ofits have grown m 
excess of 25% per ttmum compound 
over that penod - an outstanding record * 
A targe part of the record profits was 
attributed to me seong performance of 


Wir^tedfood Securities, the m8rttet.mskir^ 
tXAiness Group Managmg Director Rod 
Kent said that an ecepnona) Increase in 
trading was (vompied by the frenzy tor 
mtQrnet siocta eariiar this year wh>ch had 
generated addiHongi profits of C50 miUion 
'viro dom expad this lo happen every 
year but there has been a step change m 
people's propensity to deal n stocks and 
Shares.* he srwi 

He added mat ossct managyv^w l aclMiy 
had emerged as an impoflani and raptdiy 


grpMno prcAt canire of 0% Qroi 4 }. he^aod 
by me irttef^apon Mothers rfunrxi 

1999. GroLp 0»irn») Sir David Scholey 
ssid; 'Whifst we we ;^ud to celebrate 25 
years Oi urttfoKen profit g^swih und^ the 
same leadership, we are ncu eomplacerii 
about the future. 

The new year has siarted wefi and «« 


coniinumg organic growm ahead Close 
Brothers has B robust and dear strategy, 
a proven and wefi supported manage 
ment team and the motn^uon to achieve 
9s goals* 

Aeinarcfiv«cter«raf 1 7p has been pro- 
posed. making a lot^ of 3^ agatrtsf i6p 
tor me year, ewnir^s per share 
'/hdp compantti wrr/i 42. ip. an mc/easc 
of 71%. Di>rklwi0s per shtire op SS% 

Jtom J6p ro 25p. 
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Anniversary Dinner 


A PBIVA'^ edehnuion Conner has been 
hdd rs rnaric $ rotate fsndrrttrK cf Dose 
Group »sie of Man. The occa£»(yi was tne 
first anniv ersaiy of the ecQLKSftion o f the 
Rea ether s Gfoiy by Dose Brothers 
Group pic. one of tfie iasi remaining inde- 
pencfenl merdwnt banks in the Qly of 
ionoon. 

Aiihous^ ^ names dWQBd wheri ^ 
operiiion was sequ^ Dy Ooce Brothers 
«n me tat^r hdf ot ^999, the tste o( Man 
corr^tt^ hsvs a kxig estabfistied r^Xi- 
tation unde' the Haa Srothers banrar 
^lidi was firsi introidLiCed to the tele of 


’Man m 1978. making 2Q0I another noiabie 
'tant^nark ' its anr^e^ary. 

Quests d the dnrte f^ckided Treasury 
'K^f^sier Richard CorkA. Traasuiy mambe 
Sb- Mtos Welke Chief Executive of the 
.^irumoaf Superior) Commission. John 
Aspdan, income Tax Assesse lan Keiy 
and isteoi Man Gcvemment Chief 
f inonctoi Officer. John Ca^in 
Reprose^fir^ the Close Oroi^ w«rajan 
fiancrofi. Managing Dredor d Dose 
Qtoufi isM of Man. Oas liteCautey. 
Chairman of Dose Group isie of Man anci 
jweNecutMe ditectoi fieriy Groves 


Also (XBsent wve Cofin Keogh and 
Stephen Hods^s Dom London-based 



Electors of Dose Brothers Group p<c wim 
specific resporaibikty lor iiie tste cf Men 
operations 


International Gold Debit Card 


EAS£R pa^wer^ and cash wimdraw^ are now possible vnm the Close 
mtamatiohaf Gold Debit Card which ts now ev^tabte imemationa)^ to 
mdwfduals and con^3»ires f^adily accepted ot any of VISA'S id mHhon 
oi^ieis ergund me woruj, the Close internationat Gold Debit Card, 
denominated in «encr\g, US dofisr and euro, prowidee the cardhokter 
w^ the abiny to access their hrnds. pay for goods and services, 
and v^ihdraw casK 

Transacbons are debited from the eienrs accent with Oosa Bank (tsie of mm] Umited, redupng papeikiork as them are to 
credit card Cxila snnle. 

the c»d is to \ntSiMuh& no matter uihere they are fssideni akhough lor seojrity reasons cards are not avaS^ in c^tain 

high-rtskc<xm{iM» 

Aiberi Dudwon. Bankinfl Oirecor of Cfese Bank ^sie of Mon) beReves me card wtli be a parficuiany ofiractiveopiion to n iiermeuians.-. 
and benefiqaf ownefs. TTw card is r^»n to any laatf acetty. Pfovtded we can cany chx me apnropnrnte one dfligence. ii cic«s nof re^^iy 
maner <Mieiher it is a conwaiwonal company. ^ foundation, ansaii. or inaeed a OeiawBre Corporaron As long as the cornijaiivf has 
iegaf cepadhr to ^ ifie card to a represenitikye and moiresna the aorxopnate funds with uc. me snrvice is available 
VWth card adminlslration Md ae«emMtt handtod torough the Channel leteixfs. k « a truly olfsnons arochjci of panics w ir^wmit in tt^n- 
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App oi ntme nts 



DES McCauley has been appointed as Chairman of Qoae Group tn the o! Man (o spearhead 
ihe development of the company's three businesses, working clo»iy vi^h manas^g directed fan 

D«! h^ joined Dose Group isie ot Man ai an in^aortant time in its history, adding his Menun of 
experience in the isie of Man finanea sector to the Ck»a Group's straie^ excHinsion of its 
op^aiion on pit island. 

Qes McCautey has more than 30 years;' etqoerienct m the bankkig iridustry. aH vffth the NaMesi 
Ctfoup Having preuiousty worked in Bet^, London ana Dubfin, he brsi came to the isiToT^ 
t4 years ago to set up Usier Bamt ^ d Man) Limited. 

Appointed as managing dtector ol Coi/ts is>e of Man in 1995. he was later rmmet} as managing 
diiiBcior d the Isle of Man Bank in Otcember 1997, a posiiion he Held until earfier Sirs year 



QXfSE Groikt fsfe Man has appdnted Waoerson as Compliance Manager, assuming over^ 
resporisidlity for compliance cove^ me Groi^i's l&ie of Man activities in the fiatds of baring, 
invetiment managemerit and corporaie service providsr services, reporting drectty to finance 
direcTor Duncan Jude 

KenWagefsonwascorr^iaice manager f or Coults isle of Man between I9g3-i999. Prewousiy, 
ha wonted MthCouQs for an addiionalthreeyeaisin the Trust and IT Oepanmenis Habeganhis 
careefiin the finance sector mWi accouruantc KPMG. Prevtousfy. he had been a research scientist. 
vMort^ n Ertglard er«;f Scotland batam retuming to Ns native isle of Man d work m Nodes HosMat 
Ken \A/^iereon « w«B toiawn «n the fste d Man and around the world tor rus wrotk as foinder of ihn 
Baieiing Shaik &i6eiy which researches the life Of the giant sharks which found in large 
nuTTpers m Mam waters He is keen to stress that hrs appoheneni with Close Group mB not affed 
fu commHrrient lo the basking shark prdecr 



Hapbd ^as joined Cbse Group iste d Man as Trust Manager, filfing a posriion left vacam 
promoPon d Mark L«win to Trust Director in 1999 
Gary hps 1 6 years trust ocpthence b oth onshore and offshore having slactect hts career wsh s UK 
Oearing Bank tnist company. Thts wm f oSaw o d by a s»-year speft in BermMda Gary moved to the 
Isie d Mon nearly iwo years ago. rkamg which time he has been working for a major South African 
finandsf! sanhces<youp 

TKisi Oiraetor Mvk tewm commented 'J am dsiighfed to webome Gary to the CiOMS His eitiensivr; 
^roanence witi add depth io our ejustmg team, which we need gong forward m whai le an ever 
more challenging busiress enwrormenr. 

Gary% appoodnani wilt anow Mark lewin to concontrda on arateqie daweldament arvt matketuio ^ 
d atwea^Mtiiihte thrtxiQh Close Group in the fsie of Man. 
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Young Enterprise 


FlfWNCIAL suppon has again bwh p»o- 
vtdad Cv Close Group Isie of Man tor rh« 
>tourq) Entorpriss Si^me. tois ^ear by 
tfie way of funding for one of the msfOi 



events on the arwjsl calendar lor me 
organisaiion 

Close Group has sponsored (WO weekends 
of leem building tor ihe managers oi me 
26 Young Ersetprise compar^iea. saged 
at the outdoor pursuits contras at Dalby. 
tsieoiMan. 

Hold from a Friday euenir^ thnajgh to 
Sunday ^emoon, the i««o weekends are 
always voted by the iranagers as ihe mosi 
memable events of iheir busy seoh form 
scnootsdtecMe 

Tha (earns, who competed over me %uo 
weekends, carheo out a wide range of 
activities vrvolvmg a senes of irvtiativc 
tests, both physcai and mental, iociudir^g 


me corrslwciion of t^ges. climbing 
waterfalls, night time orienteering and 
river orossing All acuvines were fully 
s;«3«v>sed. Ybung Emeipnse co on^na- 
tof Ne^ Mkd^eid stud 'Aiinoui;^ it was 
competffive. the tests were also sieged 
with a ^se o 1 tun and anjoymem lor 
everyone utotg pan * The Group has a 
^teoei irA^esi in me Young f .merpnse 
scheme, as the late f^ir Waner Satomon. 
majority shareM^ of Rea Qrolhers 
Group, was response in for 
cresling '(bung Enletpriss in the United 
Kir>gdom it was for [his achievement that 
he recewod his krrighthood in 5S87 


Government roadshovi/ - New York/Boston 


CLOSE Group was represantad at the isle 
of Man Govemmenrs official roadshows 
held In Sostorv and Mew Mofk in Ociober 
to promote trto islands tirtanctoi services 
indiA^. Trust Director Mark L«wln 
attend ed the two one-dey roadshows 
which ware staged «i Cve same lime as 


the Isle Man yacht was in Boston at me 
end of the first leg o( the BT Globa) 
Cheilenge yvchr race and the aiail of lha 
second leg to Buenos Aim 
As we» as being able to visit exisiing 
cSents. Mark lewin took the opportuniiy 
to nUbducc Close Qmup to a number of 


potential new clients and intermediaries 
He said: 'Aimetugh there is a liuiiv narrow 
range of corporate sefv>ees ihei we heve 
targeted to provide to Urtiied Slates rest 
dents and ei^iriates. we were ai^ to 
estabitth a number ol very useful coniaets 


No cards, but plenty of charity this Christmas! 


Auhar man send ChrtcttMs urSs io|iu efieras and tnertos mis year. Ctose Group Isle of Mar has decided to make a donaiKKi to Uiw ity 
Chatonan Ora MdCauIey eapiMned 'ihli hm depded to imk* a donation thte year la (hr Petiu ChrMnwu Pare^ lor Needy Foltr fund. 
Waampteeaed 19 supped ihs work of Ms charily tn (he Mtef iwiu^ andwehopr rnmourdofudoit wiKnetatomakeChrietmaa nwro 
•r^oyaOMtor me test pftvHegod mes^berx or our ranMUuniiy. On bohaS or our lesm. I wouU like la with aS ow asienwvs. pr«rauionu 
contacts and friends $ veiy happy Chhshnas and a peaceful New Tear 


n w uhiel w i r'KrvweweaWOOMSraWapVWriUiWMO eoMetW;MW«mV»^a>>>tMww>nW4>W^a'MViri«e)«lMi<«miCanmuuiiUiD«Wnti»NlwetiHM«< 
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Page D6ZS Egttftg DES 

Hit 1 <G0> for more balance sheet Information (CH31. 

BALANCE SHEET ( Hil of GBP ) Pas* 9 /W 


CBG LN 

CUSE BROTHERS GRfNJP PLC 



1 

■ Fflll— TTI'IIH— — 





OeMod deposits 

HiaiJcl 

300709 

Cash & bank bal 

.OG 

.23 

Saving deposits 

.08 

.00 

Interbank assets 

604.37 

1100.33 

Tin deposits 

430.00 

765.50 

ST investaants 

58.02 

66.42 

Other deposits 

.00 

.00 

Comercial loans 

260.2* 

413.91 

Tntal deposits 

535.72 

1066.39 

Consiner leans 

.00 

.00 

ST horreuiegs 

225. S3 

237.88 

Other loans 

460.22 

505.42 

Other ST llab 

102.06 

204.62 

Tot adv to cast 

720.43 

919.33 

LT borraulngs 

340.70 

447.00 

Res donbtful debt 

13.20 

23.99 

Other LT liab 

220.64 

313.04 

Net adv to cast 

701.23 

895.33 

Total liabilities 

1433.45 

2263.01 

LT investaents 

74,07 

106.59 

Preferred equity 

.00 

.00 

Net flKed assets 

12.66 

20.02 

tiinoritg interest 

2.11 

7.97 

Other assets 

253.60 

427.10 

llrd share cap/pren 

171.02 

219.00 

Cost accept liafa 

.0* 

.00 

Reserves 

95.14 

148.84 

Total assets 

1701.72 

2644.03 

Shareholder equity 

260.27 

375.02 




Tot tloh i equity 

1701.72 

2644.03 

Non-perfora assets 

Off'hll CODB&CORt 

475.92 

124.94 

Shares out 

120.57 

135.04 

Real estate loans 



Interest Bearing L 

1109.95 

1751.35 


Foreign loans Foreion deposits 
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Page DG2S Eguitu DES 

Hit 1 <G0> for more incBmB statanent inforuBtlon [CH2). 


INCOME STATEMENT 


( Hil of GBP ) 

Poge 8 /ID 

CBG LN 

CLOSE BHITHERS GCOUP PIX 

■ 7/M6' 1 

1 .. _ ^ 

7/1997 



Interest & inv't incom 

mmism 

■Q£[l 


mEssmm 

Intirest payable <exp> 

46.49 

61.3B 

61.42 

50.61 

Net Uterest tncaaa 

S4.60 

56.26 

60.25 

75.99 

Dealing profit Closs) 

4S.65 

55.62 

67.16 

203,95 

Caea & fees rec. 

39.70 

61.56 

66.16 

122-05 

Other op incene (loss) 

2.03 

3.06 

1.34 

6.76 

Prev doubt, debts 

S.66 

7.B0 

8.03 

12.53 

Ceaa ft fees pay. 

0.26 

10.23 

3.37 

25.71 

Opertting expenses 

72.63 

BB.89 

101.21 

217.72 

Operating profit (loss) 

55.43 

69.58 

76.32 

152.80 

Net non-op L (G) 

.00 

.00 

.00 

B.04 

Tax on profit (loss) 

18.36 

22.41 

24.47 

46.96 

Prof (loss) before XQl 

37.0B 

47.1? 

51.85 

97.90 

XO L(G) pretax 

-00 

.00 

.00 

.00 

Tax effect on XD iteos 

.00 

.00 

.00 

.00 

Hinorltg Interest 

.95 

.33 

.98 

2.6? 

Net profit (loss) 

36.13 

46.24 

50.86 

95.24 

EPS bef disc eper 

.30 

.38 

.42 

.72 

m3 EPS 

.298 

.382 

,421 

.719 

Dvg 1 shares for EPS 

121.29 

120.54 

120.86 

132.50 


ias4-9S7H) ao*nw*-o} it'as ss 
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lutcrCandiieBtil Muugcnmt Tunity, Mai^ 27°^ 

Pcosp«^ Chambras Colia Flatten, Mnut^ Director 

ItospoctHill MaAl B'fUigfe '15" -KfWK 

Douglas. Me of Man „ _ ^ . 

On-M-1624-626-56I tel 
011-44-1624.628-580 to 


- P10 MflR 21 '01 10:18 

*44" 

Tt«T-- O.fjT/. 

-Jr? •««*»!< 

-Wvf« 

- «T»Bea > /y. 

« f\'f.G>fG6 


» (2. y(rff 


We tx^ vd & Colin PlattB R k Isle of Mtn Ust ye«r» and m Jamua? of kis ^ar, Colin, 
ksited the DiSas^ceiod mot with Keelcy. and myself (via tdq^boae), C^e of the 
Trust Administrator, Aodyi'^^ IU, joinad l^er-Ojidiiiental when Mee^ierson was sold 
CO Fostis about 3 yrs 1^. Andy woricedaxtetisivety os die £unily mists when he was ^ 
McMPiecscm and provided acdimX service . Hcko mmamcontw aandatrotfaictionto 
tittsgtoap. Unfortunately Andy is trtvelina on a six idoi^ sabbatical and will not be 
able to attend our meetiag tiext week. 

J^liiLStaitBd the oonqtany in eoojunedon ndm a Ona^aD^oily but sow owns ^ 
company indnrendfflUy of kem. It is a relatively smaP tg Eamzaaon with of&ccs in hie 
of Man and Loud^ crotowog e total of 10. and 3 staff mqnbers respectively 
also licensed i n BVI. but have no physical presaoce foere. do not advertise 

only ac^t clients by re&rraifiomprofissiooalintenncdianes. Asofourmoc^^daie 
managed apDio x!^2^coinDanics w hich ipcludcd about 150 trusts , '^y 
developed a niche in managing panne and dapping entitie s as well a s_timesbar 
le^^ management Colin is personable and enogeticy and was knowledged>le and 
* mfonaative about local ble of Man activities and pending l^;islanve changes. They have 

BO US openUioDS. 










I t r 






Last year was our first direct rontad wiOt dus groupy but our rdationship with Andy ^ 

WaUia started in 1992. Our impression has been diat Colin would be a good contact on 

Isle of Man and pzovite cie^ve n^nit to the ongoing management and structuring of 

fiiture trust activities. We bavewadted with Andypnvioualy and are confident of bis 

abilities and quality of service. We need to cbmfv the size of tbear accounts to sec how ' ^ 

we fit and become more comfintablc wik qyoershi p finaprial swbility 


Caledoaiaii Trut (lOM) - no meetng scheduledy see betow 

St James Chambers 

Afiiol Street 
Douglas, l^e of Man 
OU-44-1624^17-780 tel 
0U-44-l624-dl7'781 (ax 


Caledonian was set up in Isle of Mffi a few years to conq;deaac&( Caledonian’s 

Cayman operilians. Caledonian in Cayman was set up bypnnc^als of WaUcers (the 
second largest law finn in Cayman) to provide emnpany insoiporation «id managetDCDt 
serviees to clio^ of dm law firm. They have grown over fte past IS yrs or so to one of 
the laig^ trust ffideocqiany managers in Cayman, es^loying over 30 pec^lewidt foil 
trarty bankmg and mumalfimdadmxDistiatioa services. We have met wifo David Burge, 
Managing Directm twice is-'lsle of Man, aod Tve met wifo Qavid Sargisom and Fiona 
Barry from their Cayewn ofiScc on two ocemioas. We were introduc^ to tbii'gimq^ by 
Dougherty, a panfiSrlA Simcodcs, Attonov law, whidi is a lar^ law firm we 
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lave woiked wiOi in Isle of Man. Paul was a iaaoa paitoer at Wallim in Cayman and 
curmtly sits on Sic boazd of Caledotnan. 

Hio Isle of Man opiaatinns employs ^nuorimatei ^ people , who an ftirly well 
qualified. TheysawsmneadgtofadedipeUftywmeUi a changemSoufli Afiican 
domestic policy regatding cue^t of dividend income which resulted in a decrrase in' 
someof their client base. I have been in touch with David Bulge dining fte past year and 
he advises gat the Isle of Man office has grown significantly this yen. Two significant 
clients closed their direct clBccs in Isle of Men. ttamfening &e busiaess to Caledonian. 
They also adtoinister a number of mutual foods and ate applying for a Coipotate Service 
Pro'rideni licence. They ham no DS operations. 

Unfoitunatdv David was called to a Board meeting in Paris and as such we do not have a 
meeting sdieduledwiaiaiem for foia year. It is woifowhile to discuss th^aslllnnk 
they wfll be a viable alternative tor the tuture and we should continue to tnaintam contact 
wifothem. The are still early on in t^ developmeot but have good management and 
strong baddsgfiomCayma^ I expect they will grow steadily and in the foture will be a 
good fit for fondly trusts. Ciavid Burge and David Sargison are very experienced, 
personable and ii^imativej I think everyone would be comfortable working with them. 

An^o Irish Bank (gam Wednesday, March Z8’*) 

69 Athol Street Andrw MacKellar, Accountant 

Douglas, Isle of Man Stewait Davies, Chief Executive 

011-44-1624-614-982 tel ' 

011-44-1624-614-983 fox ! 
website: www.angIomshbaak.ie 

Last year was our first meedng with rids group. Anelo Irish bought out the MeesPiarson 
trust business a few yean ago, and now employ ^ of our former MeesPierson coidacts, 
Andrew MacRella r. Andrew, like Andy Wallis at foter-Conttnental has proactively 
mSrtainedaielaliimsliqi with ns since the sale of MeesPienon. He been onr primary 
contact for developing diis idadonship and have known him since 1996. 

Anfdo Irish is a jwbliclv traded company font is has seen rapid and expansive growth 
over tte past cotple of years, largely due to a ggressive aeguisition a. Based on our brief 
initial visit last year Ibqf seem to be a gwd fo for the finally trusts. However, Shari and 1 
were aopreboasiveabmttfli w i^ck/fiBt paced sales pitoh and the tact that 
pamolly, t he Of&boie Tra^terector spOke maiiJy to hfike French tb ron^ioS^ 
meelmg. ^itwasourlaatmeatmgof Aecdctrip'we&elitiswoidniddletoreiiimto 
see fliem again and meet ofoets within the organization. Enda Connolly has since gone 
badcio&^and. 

On this trip we will meet with Andrew MacKri lar an d Stewart Davies , iheir grief 
Exeeurive. This meeting is scheduled for our second day, aSor the selection of the new 
trastee has taken place. The purpose of ttiiameetiagwi]] be to focus on meeting a few 
mwe menibas of managemesit, and learn more about foeir apedfic business and 
qieiatiatt. Based on what we drink rids year, we can decide whaiher we think fbeymi^ 
be a good fit at a fiituie dst^ and wh^er we should nuuntain contact. 


10:19 
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Aandyr Tnut Caiii|HUiy (2:30 |>id Tund^r, Mardb 27^ 

JFGlntEtnationil DavidHatiu, Managing Director 

lotcnutiaiBl House Kx% Harding, &iiTtostMam|^& Director 

CastJe Hill, Viaoria Hoad Melanie Quajie, Snr Trust Administrator 

Douglas, Isle of Man IntroductioD of replacement for iCezrJon^ 

OU-44-1 624-630-600 tel 
011-44-1624-624-469 te 


TrUeat Trntt Onqany (lOM) UmiM (11am Tuesday, Merck 27^ 
12-14 Rncli Road David Beater, Managing Director 

Don^, Isle of Man Francis WAb, Senior Manager 

01 1-44-1624-620-Sgg tel 
011-44-1624-646-700 fax 


3? to. «• 

Wif /NM" 
ttoo ge/Of'CS 
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Inter-Contiaeatal Manasem^it (9;308is Tuesday, Murdi 27^ 

Pio^;»ect Oambcrs CoKn. Flatten, Managing Director 

PiospectHiH Marie ? 

Dcn^las, Isle of Man . ^ - <uv3 

01l3ri62«26-561tel I ^ 

0n-44.l62«28-5S0&x 

__ ^ |ob - 

We with Colin Flatten in Isle of Man last year, and m January of this year, Colin 
visitedthe Dallas o£dce and met with Keeley, and mysdf (via isiqihone). One of du; 

Trust Admiaistrators, Andy Wallis, joined Inter>Contmaitd when Mce^erson was sold 
to Fords about 3 yxs ago. /Indy woriced extensively on the fiznily trusts when lie was at 
MeesPierson and provided exc^ent sovice. is our main contact and inttoduedon to 
thisgrot^. Unfortunately Andy is traveling on a six month sabbatical and will not be 
able to attend our meeting next wedL / 

^ £\J 


junction vritk a C4madian &mily but now owns the 






C^lin Started the company me 

company indq^endcoriy of theaJ It is a relatively small osganization with o£5ces in lUle Z 
ufManandLondon,employm^totalofl|lk8nd3sta£fmemb6rsrespectiv6ly. H^are 
also Ucoiscd i n BVX but have no physical presence toeare. Tbey do not advertise and 
only accq^t elignta by referral fiom professional intcimediarics. As of our meeting date 
last year they manag^yorox 520 compaoies which included ^u t 150 tmste They 
have developed a niche in managing marine and diqipuig entities as well as time sh^ 

■ ledger management Coliniia personable and energetic, and was knowledgeable and t 4 ^ -r 

informative about local Isle of Man activities and pending legislative changes. Tbey have ^ 'f 

, L,ast year was our first dired contact with this group, but our rdationsh^witii Andy 5i2f 

Wallis started in 1992. Our mpeession has bceotiit Colin would be a good contact on i>,v*tow 
^ K IsteofMan and provide creative iiyut to foe ongoing management and strncturing of 

totore tnist activities. We ^veworimdwifo Andy previous^ and are confideait of bis ^ 

OMkti ^ \M - W«- abilities and quality of scr^cc. W© need to clarify the size of foeir accounts to see how 
we fit and become more comfortable wifo foeir ownership and financial stability. 


Caledonian Trust (lOM) - no meetiag sdiedoled, see below 

St. James Chambers 

Afool Street 

Douglas, Isle of Man 

01 1-44-1624-617-780 tel 

011-44-1624-617-781 fax ‘ 


Caledonian was set up in Isle of Mim a fow years ago to complement Ca^ooian’s 
Cayman operations. Caledonian in Cayman was set up by principals of Walkers (foe 
secorul largest law finn in Cayman) to provide conqiany incorporation and management 
services to clierUs of foe law firm. They have grown over foe past 15 yrs or so to one of 
the trust and compahy managers in Cayman, en^loying over 30 people wifo full 
trust; banking and mutual administration services. We have met wifo David Burge, 

Managing Director twice iii Isle of Man, and I've met with David Satgison and Fiona 
Baocry fiom their Cayman office on two occasions. We were introduced to this group by 
Pan! Dou^erty, a partner ^ Simcocks, .Attomeys at law, udiich is a large law fhm we 
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have wodced wifii in Isle of Man. Paul was a fonner partner at Walkers in Cayman and 
cntrently dts on the board of Caledonian. 

The Isle of Man qxratioiis 'oiqiloys ^roxiniatety 6 people, who are &irly well 
qualified. Urey saw somewhat ofade^e last year due to a change in SoufitAMoan 
domestic policy regarding rndpt of dividend incmae ndiieh nasulted in a daraease in 
some of their client base. I have been in touch widi-Savid Barge during the past year and 
he advises that the Isle of Mtoi oGSce has grown significantly this year. Two sigi^cant 
clients closed dieir disect offices in Isle of Man, nansfetring the business to Caledonian. 
They also administer a rmistbra of mntual fimds and are applying &r a Corporate Service. 
Pttrviders licence. TheyhavonoUSopetations. 

Unfinttmately David was called to a Board meeting in Paris snd as sncb we do not have a 
meeting scheduled with them fin this year. B is worth^ule to discuss them as I think 
they will be a viable alternative firr file future and we should conthme to maintain contact 
withflian. The are stsll early on in dieir development but have good managonent and 
strong backing fiomCaymaiL I expect they will grow steadily and in the fiiture will be a 
good fit firr&milytcusts. David Burge and David Sargison arc very experienced, 
personable and infirmiativej 1 think evexyone would be comfoitable woddng with theOL 

Anglo Irish Bank (Sam Wednesday, Maridi 28'*) 

69 Athol Street Andrew MacKenar.Accountent 

Douglas, Isle of Man Stewart Davies, Chief Executive 

011-44-1624-614-982 tel 
011-44-1624-614-983 £xx 
wAsite: www.angloirishbaok.ie 

t 

Last year was our fimxoectmgwjdi this £rov|>. Aogb Irish bou^omtiieMeesPiersoii 
trust buancss a few years ago, and now eaq^loy one of our fbnuBr MoesPimon contacts, 
Andrew MacKellar. Andrew, like Andy WalUs at hxtovContmental has proactively 
maintained a relationship witdi ns since the sale of MeeiPietBOiL He been our primary 
contact for developing diis idatioasbh) md have known him since 1996. 

Angio Irish is a publicly traced company diat is has seen rapid and expansive grow& 
overfhepa3tcoupleofyeaxa,largelyduetoaggressiveaoqixi$ition$. Based on our brief 
InxtiBi visit last year they sepm to be a good fit fbr the &mily trusts. However, Shari and I 
were ippidiensive about shek^fist paced sales pitc^ and the fiut fiiot ^da 

Connol^, the Of^roie ’Host Director qx)ke maioly to bfike Fteoch throughout our 
meding. Aaitwasomlast'ineetingofahectictt^.wefeelxtis'woilhwhrietoretumto 
see diem again and meet others within the organization. Bnda CoaoDily has since gone 
back to Ireland. 

On this trip we will meet with Andrew MacSlellar and Stewart Davies, their Orief 
HxeciUive. This meeting is scheduled for our second day, aft^ file selectimi of the new 
trustee has taken pl»;e. The purpose ofdus meeting will be to focus on meeting a tew 
more members of n^n^emest, and learn more about d>eir specific business and 
(^oration. Based on what we think this year, we can decide whether we think they mi^ 
be a ^od fit at a fuhire dat^ arui whether we should mamtafn contact 
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Contacts for eristliie ttnstees 

Asndyr Trast Company ^laOpni Tnesdajr, Mucb 27“) 

JFG UexnationBl David Hams, Msnag'ng Director 

Intematiomil House Eatfay Holding, SerThist Manager &Diiector 

Castle Hill, Victoria Road Melanie QDayIe,SnrTnistAdniimstial 0 r 

Douglas, tte of Man RitiDductiondni^lacsmeiit for'Ken Jones 

011-44-1624-630-600 tel ’ 

011- 44-1624-624469 fax 

Trident TVnst Company ^OM) Limited (11am Tnesday, Mnrdi 27“) 

12- 14 Fincb Road David Bester, Managing Director 

Douglas, Isle of Man Francis Webb, Senior Managm 

01 1-44-1624-620-588 tel ^ 

011-44-1624-646-700 fax ' 
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Review of past meetings with potential new trustees 


Close Brotiters Group (8am Tuesday, March 27*^ 

29-3 1 Athol Sticctp Dougks ’ Mark Lewin, Tiust EHrector 

0 i 1 44-4524-643-200 Gary Hcpbum, Trust Manager 

01144-1624-625-248 ; 

website: www.dose.co.im 


W 


■■ 

This will bo our second meeting with tiic Close Group, we west itSesrcd to Close Bank 
^ last y^ by David Hams at SPG hitemationaL We are meeting with Mark Lewin. Trust 

Dilator end Gary TmstMana^. Laat year we zoetwitii Ian Bancroft tiie 

^^Bank's Mana^ng Director, u Made was tnvehmg. Garyjustjoinedlhegroi^ late last 

Clc^e Brothers C^up in ftie GK is the oldest ind^)eiident Merchant Bank, and one of the 
large st 150 c ompanies listed loa ifae London Stock Exchange. When we visited them last 
Mi^ffi^^dama]dretctq}df<qpproxmiately$2Bn. Fve attached a recent i^xlatefbom 
tlm indicating the groin’s profit befmo tax was q> 103% for tiiedr year au^ My 

31*^,2000. Current market capimliaation per Bloomberg is GBPLld^ct (^pTox US 
Sl.^n l. TheirBloombeiBtickErisCBGIN. Tve attached Income Statement and 
"R aian^ Sheet suxnmaiy in&nnation fiom Btoomb^. 


The Close Qioip has ofiSces'opoating in England, Me of Man, Guernsey and Geneva. 
They have a licensed operatic in Cayman vidiicb is managed by CIBC. IhQrhave 
operated in Isle of Man (unda tiie firmer Biotiieis Qim^) for 25 years and are able 

to offer a full range of service including investment management, banking services, trust 
and ccuopany zoanagement. 



At our meeting last year, we noted fliat in Isle of Man they employed 10 pc<^le in the 
y ^ VV\^T|ffift4iy art i n eT » t , manag in g over 4ffl) trusts and coinpamc&. Their typical dieot size 1$ i 
w ^ S2.5M -S4M, with tbeii largest clioot being in the S50M range. Fees are based on actual ' 

responsibility— ie.Regtstered office, directors, trusteesh^ as wdl as time ^pent They 
j^ppear to have a good accooBting system with portfolio management integrated into die \ 

general ledger system. No US tmerations weare noted. v ^ 

Althou^ last year was our initial contact with the grovp, we eiyoyod meeting Ian U 
Bancroft and felt that Close Bank was a good fit to the fenilytnits. Th^qjpear to be 
' ^ a ^wing organization with jgood management. The size of ^ trust operations timuld 

^ j^r^allow to adequate coverage m servke the needs of file family trusts. Theyareableto 

^ 0^ innvide a full range of financial services, which may be an asset in years to come. Since 
^ wt don’t have a previous redatioeship widi anyone in tiiis organization, we acod to be 

_ comft>ztableftiat we will get the quali^ofservice we have come fa> expect on a finely 

basis. We also need to feel cbmtotable that this group will be flexible ami are happy to 
wodc with us on the types of transactions the trusts typically enter into. 
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Memo 


To: Sam Wyiy 
EvanWyly 
tisaWjiy 
Laurie Wyl|y 


C3iarleiWyly 
i Don Miner 
' Shari Robertsoa 
Keeley Hennlagtoa 


Re: Isle of Man trip 2001 
Date: March 20*^, 2001 
From: MicheDe Boucher . 


r ve attariied the following docmneois lelating to the trip. 

- leriewofpastmerimgswilh potential new trustees 

- contact infonnation for axistmgtrostees 

- meetmg ib'nerazy 

As you are aware, foe main ^aloffois trip is to select a new trustee. Theattached 
ouOines some background infotmarion on foe four conqtanies we are currently looking at 
However, only two of foem are really np for selection this ttfo - Close BtofliOT Group 
and Inter-Continental. 

We will look to move one of foe trusts fiom foe IFG International relatioaudrip (David 
Harris), and are recommending that PifldnTruat be transferred. Pitkin Trust is a CW 
family related trust of foe 1 9^ series. This will leave Bulldog ‘Drust and Bessie Triist at 
IFG. Bulldog and Bessie are 1992 and 1994 series trusts, by leaving one of each series at 
IFG we will benefit founfow advice on each structure. Tl^ advice will benefit all 
trusts, wbefoerfiiey ate at iro. Trident or the new Trustee. It is recommended that Piddn 
Trust be trarrsfeited csfocT tte Bulldog, as it is smaller (about foe size and rmrober of 
imdedying companies), so moving it will have the least infract on David Harris’ 
buamess. 

Ofoez itineraty items: 

MsodSkmg^-foere are currently no arrangements fiff dinner on Monday evening. 1 
surest obtaming a recomnsaidation fiom the hotel upon airivaL 
TtiBsdav morning - plan to inert in foe hotel lobby for T30 am departure, Lesley is co- 
ordinating ground iianspoitarion. 

Tuesday night - dinner is n&imed for TzlStrm with David Harris, he has ananeed for a 
table at CdapelU’s (which I beUeve ia Italian - our fovourite Indian restaurant is closed) 
Wednesday morning - plan lo meet in foe hotel lobby for 7:30am departure again. 


If anyone has additlcmal quesrions, please feel fiee to contact me directly. 
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ISLE OF MANN 
FLIGHT ITINERARY 
Mareh 25*- March 25* 2001 

Sunday. March 25lh 


10:00 PM Dapait TXI 

Plane: 300 WY 

Pasamgen; Evan, Dannie, Laurie, and Shari 


= Redacted by the Permanent 
Subcommittee on Investigations 


Monday. Mareh 25di 


5:00 AM Arrive: Gander, New Foundland/ Gander tntemationat 

0:00 AM Depart Gander 

1:36 PM Arrive; lOM/Roneldsway Airport 

Tranaporfailon; Van (prwidad by Moinl Murray- Home) will pick you up and 
MsytHJiothehrtfel 

Acoommadallons: Mount Murray Hotel and Counlry Club 

2 King suites Evan and Donnie 

3 Four Poster suites Laurie, Shari and Mkdwlte (Arm) 

Wtednesdav. M atch 2eth 

IldWAM Depart lOM 

Ptane; SOOWY 

Passenger*: Evan, Donnie, Laurie, Shari and Mtchefle 
11:30 AM Arrive: Shannon, Ireisnd / Shannon 

12:30 PH Depart Shannon 

12:40PH Arrhra: New York /JFK Inter na t io nal 

1:30 PM Depart New York 

Pese enge r s: Evan, Donnie, Laurie and Sharf 
4:30PM Anive: Dalas/TXI 


IMPORTANT INFORMATION 
Morris (pM) 

Kim Elliot {attsndanl) 

POots Hotel - Hiton Caaino - Dougles 
Penni Ha5 Pght oooRlinator) 

TXI 

Gamier International Airport 

lOM, Rotaldsway Airport - Shannon 

Ireland 

General Avitdion Q JFK 

Alfred Duggan & Som {transportation) 

Mount Munay (Hotel) 

Danelle CMIon 

Stacy Bryant 

I SAT PHONES: 

Laurie MaHhews 

Shari Roberteon 



718-1 

011-44.1( 

011-44-iiHaMIFax 
011-44-1624-061111 
011-44-1624-611116 Fax 
iHome 
21 rce» 

97 I Home 

21 I Cell 
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Redacted by the Permanent 


The Irish Trust Company (Cayman) Ltd 
FACSIMILE COVER PAGE 


TO;_ 


FAX: 


SamWyly' From; Michelle Boucher 

eharlerWyiy 


Evan Wyly 

Don Miller via Lesley Attenbcrger - please fwd to DM 
Laurie Matthews 


Shari Robertson 
Keeley Hednington 





DATE: Mardi 20th, 2001 


We are transmitting page(s). Please contact the uadersigned if there is a problem, 
with die transmission. 


Please see attached relatisg to the Match 25 *, 2001 Isle of Man trip. 
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lOM MEEITNG ITINERARY 


Monday, March 26"’ 

7 :00f M Dinnerpfans to be^deteTminedr 

Tuesday. March 27'** 


7:30 AM 


8:00 AM 


9:30 AM 


11:00 AM 


12:30 PM 
2:30 PM 


4:00 PM 
7:15 PM 


Meet in lobby for meeting departure 
Alfred Duggan & Sons 
Driver: Norman Stephenson 
Meeting - Close Brothers Group 
29-31 Athol Street 

Douglas, Isle of Man Mark Lewin, Trust Director 

011-44-1624-643-200 Gary Hepburn, Trust Manager 

011-44-1624-625-248 

Meeting - Inter-Continental Management 

Prospect Chambers Colin Flatten, Managing Director 

Prospect Hill 
Douglas, Isle of Man 
011-44-1624-626-561 

01 1- 44-1 624-628-580 fax 
Meeting - Trident Trust 

12- 14 Finch Road David Bester, Managing Director 

Douglas, Isle of Man Francis Webb, Senior Manager 

011-44-1624-620-588 

011-44-1624-646-700 fax 
Lunch 

Meeting - Aundyr Trust Company 

IFG International David Harris, Managing Director 

International House Kathy Harding, Sr. Trust Mgr & Dir. 

Castle Hill, Victoria Road Melanie Quayle, Sr. Trust Administrator 

Douglas, Isle of Man 

011-44-1624-630-600 

011-44-1624-624-469 fax 

Meeting - Shari & Michelle with Shaun Cairns 

drop everyone at hotel enroute 

Dinner with David Harris - Ciapelli’s (Italian) 


Wednesday, March 28”' 


7:30 AM Meet in hotel lobby 

8:00 AM Meeting - Anglo Irish Bank 

69 Athol Street Andrew MacKellar, Accountant 

Douglas, Isle of Man Stewart Davies, Chief Executive 

011-44-1624-614-982 
011-44-1624-614-983 

9:00 AM Revisit selection for new trustee 
1 0:30 AM T lansfer to Airport 
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The Irish Trust Company (Cayman) Ltd. 

P.O. Box 10658 /\PO 
5'*’ Floor, Harbour Place 
George Town Grand Cayman 
Tel: (345) 949-0658 

Fa x: ( 3 4 5) 9 4 9 -2519 


AGENDA 

MEETING WITH TRUSTEES 


CLOSE BRO THERS 

8:30pm Wednesday May 15, 2002 
• Mark Lewin 


1.0 

Status of transfer of Red Mountain Trust 


2.0 

Due Diligence/KY C 

• lOM requirements re: 
beneficiaries/protectors/settlers 

• Discuss transfer of existing trust forms 


3.0 

Update of Close Brothers group activities, including a 
review of staff allocations to Red Mountain Trust 


4.0 

Investment Update 

• YTD & MTD Returns for Maverick & Levered 

• ITC requirements re: lOM investments in Funds 

• FDI/FDV update - underlying investment status 

• Update on Michaels, CA, Greenmountain 

• Other investments 


5.0 

Management of liquid assets 

• Consolidation (FDI) 

• MFS / Nationsbank proposals from BOA 






Irish Trust staff update 


8.0 

Ebankhne at Bank of Bermuda 






Updated- May 3, 2002 
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The Irish Trust Company (Cayman) Ltd. 

P.O. Box 10658 ,'VPO 
S”" Floor, Harbour Place 
George Town Grand Cayman 
Tel; (345) 949-0658 

- Fax:(34 5) 949- 2519 


AGENDA 

MEETING WITH TRUSTEES 

ICM 

2:30pm Wednesday May 15, 2002 

• Colin Platten 

• Andy Wallis 


ICM 



1.0 

Investment Update 

• YTD & MTD Returns for Maverick & Ranger 

• Discuss Ranger Partners & Ranger Capital activity 
including Newcastle & Light Green Advisors 

• Greenmountain, Michaels, CA, Red River 


2.0 

Cash management 

• - upcoming requirements review 


3.0 

Plans for trust entity accounting 


4.0 

Due Diligence/KYC 

• lOM requirements re: 
beneficiaries/jH’otectors/seltlors 

• ITC requirements re: lOM investments in Funds 


5.0 

lOM Audit Update 

• PWC company review/veriftcation procedures 

• Plan for 2001 reports 



Protector Company - status update 


jj— 

Irish Trust staff update 


8.0 

Ebankhne at Bank of Bermuda 


9.0 

Opportunities? 


10.0 

General lOM update - what’s new? 



Updated May 3, 2002 
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The Irish Trust Company (Cayman) Ltd. 

P.O. Box 10658 APO 
5“’ Floor, Harbour Place 
George Town Grand Cayman 
Tel: (345) 949-0658 

Fax:( 345) 949-2 51 9 


AGENDA 

MEETING WITH TRUSTEES 


IFG 

12Noon Wednesday May 15. 2002 

• David Harris 

• Kathy Harding 

• Anna Benbatoul 


IFG 



1.0 

Investment Update 

• YTD & MTD Returns for Maverick, Levered, & 
Ranger 

• Discuss Ranger Partners & Ranger Capital activity 
including Newcastle & Light Green Advisors 

• Greenmountain, Michaels, CA, SCT 

• Other investments (Brazos, Red River, Precept, 

K12) 


2.0 

Real Estate 

• Construction update 

• 2 Mile Ranch 

• Cottonwood I & II 

• Mi Casa 

• Anticipated cash requirements 

• walk through payment and accounting procedures, 
including domestic reports and tie outs to foreign 
system 


3,0 

Cayman LLC’s 

• discuss minutes 

• security capital loan documentation 

• walk through accounting procedures, esp. TMR tie 
outs and rebalancing 

• repayment of intercompany advances 

• segregation of Bessie Trust initial funding from 
intercompany to loan portfolio items 

• discuss generally the loan structure & interest 


4.0 

Greenmountain stock transfers to LLC’s 


5.0 

Scottish Annuity & Life Holdings - warrant registration 


6.0 

Intelecon Update 



Updated: May 3, 2002 
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The Irish Trust Company (Cayman) Ltd. 

P.O. Box 10658 .^PO 
S* Floor, Harbour Place 
George Town Grand Cayman 
Tel: (345) 949-0658 
Fax:(345) 949-2519 


7.0 

Global Audio Update (in liquidation) 


8.0 

Irish Holdings Share Transfer 


9.0 

Scottish Holdings liquidation 


10.0 

Security Capital $15M loan from Jan 2002 


DiaHH 

Oher investment opportunities? 


12.0 



13.0 

Audubon - Curator agreement & collectibles, art & 
jewelry update 



Cash management 

• - upcoming requirements review 


15.0 

Private annuity payments commencing 2004 

• repayment options 

• cash flow 


16.0 



17.0 

Due Dihgence/KYC 

• lOM requirements re: 
beneficiaries/protectors/settlors 

• ITC requirements re: lOM investments in Funds 


18.0 

lOM Audit Update 

• PWC cottpany review/verificalion procedures 

• Plan for 2001 reports 


19.0 



20.0 

Irish Trust staff update 


21,0 

Ebankline at Bank of Bermuda 


22.0 

Ginger Trust letter of wishes received? 


23,0 

Lynchburg protector resignation obtained? 


24.0 

General lOM update - what’s new? 



Updated. May 3, 2002 
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The Irish Trust Company (Cayman) Ltd. 

P.O. Box 10658 .'VPO 
5* Floor, Harbour Place 
George Town Grand Cayman 
Tel: (345) 949-0658 
Fax:(345)949-2519 


AGENDA 

MEETING WITH TRUSTEES 

TRIDENT TRUST 

10:00 am Wednesday May 15, 2002 

• David Bester 

• Francis Webb 

• Annsley Plowman 





1.0 

Investment Update 

• YTD & MTD Returns for Maverick & Levered 

• FDI/FDV update - underlying investment status 

• Update on Michaels, CA, SCT, Greenmountain 

• Other investments 


2.0 



3.0 



4.0 

Management of liquid assets 

• Consolidation (EDI) 

• MFS / Nationsbank proposals from BOA 


5.0 

Private annuity payments commencing 2003 

• repayment options 

• cash flow 


6.0 

CW ‘Sub Funds’ 

• Tyler Trust 

• Cayman LLC’s 

• Selection of directors and shareholders 

• outline asset transfers and security capital loan 
transactions 

• Stargate horse farm carve out, future real estate 
transactions 


7.0 

Scottish Annuity & Life Holdings - Warrant Registration 


8.0 

Irish Holdings share transfer status 


9.0 

Scottish Holdings liquidation 


10.0 

Other opportunities? 


11.0 

Collectibles, art & jewelry inventory & possession 
agreements 



Updated- May 3, 2002 
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The Irish Trust Company (Cayman) Ltd. 

RO. Box 30658 .6PO 
s’*" Floor, Harlxiiir Place 
George Town Grand Cayman 
Tel; (345) 949-0658 
Fax:(345) 949-2519 



Trust entity accounting 

• Pitkin - walk through accounting 

• Tyler 


13.0 

Due Diligence/KYC 

• lOM requirements re: 
beneficiaries/jM'otectors/settlors 

• ITC requirements re: lOM investments in Funds 


14.0 

lOM Company Audit Update 

• KPMG company review/ verification procedures 

• Plan for 2001 reports 


15.0 

Discuss transfer of Red Mountain to Close Trustees 


16.0 

Protector Company - status update 


17.0 

Irish Trust staff update 


18.0 

Ebankline at Bank of Bermuda 


19.0 

General lOM update - what’s new? 



Updated. May 3, 2002 
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March 1 6, 2003 


Sunday. March 16 

3:00pm Carey Town Car 972-931-8888 
Confirmation 387E4 

5:00pm Depart Dallas AA #50 (flying time 8:50) 
Record Locator: JXOLIV 


Monday. March 17 -^■6:00 hrs. CST 

7:50am Arriye London Gatwick 

Transfer to LanestX)rough 

Lanesborough Hotel 
Reservation number LB-102694 
Deluxe single 

44 207 2595599 Phone 44 207 2595606 Fax 

1 :00pm Transfer to Morgan Lewis offices, then airport 

2:00pm Meeting at Morgan Lewis 

Charles (Chuck) Labur 
2 Gresham Street 
London, EC2V 7PE 
0207.710.5500 Local Phone Number 
0207.710.5600 Local Fax Number 

Transfer to City Airport 

7:05pm Depart London City Airport 

8:20pm Arrive Douglas lOM 

Transfer to the Sefton 

Sefton Hotel 
Harris Promenade 
Douglas I Ml 2RW 

44 1624 626011 Phone 44 1624 676004 Fax 

Confidential 
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Tuesday. March 18 +6:00 hrs. CST 


! Trustees 


Mark Lewin, Michael Nolan & Jane Carty 


1 0:30am Meeting with T rident Trust 

David Bester, Frauds Webb & Ansley Ploughman 

1 1 :30am Lunch meeting with Inter-Continental 
Colin Flatten & Mark Byrne 


2:30pm Meeting with IFG International 
David Harris & Anna Benbatoul 


4:00pm Transfer to Airport 

5:55pm Depart lOM British European #1 1 6 

7:10pm Arrive London City Airport 

Transfer to Lanesborough 

Lanesborough Hotel 
Reservation number LB-104686 
Deluxe Single 

44 207 2595599 Phone 44 207 2595606 Fax 


8:30pm Dinner at Mr. Chows 


Wednesday. March 19 
7:30am T ransfer to Gatwick 

10:15am Depart London Gatwick AA #51 (flying time 10:15) 

2:30pm Arrive DFW 

Carey Town Car 972-931 -8888 
Confirmation 387 E5 
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TENTATIVE SCHEDULE 


Michelle Boucher & Charles Pulman & Margot Macinnis 

Isle of Man 

July 5, 2004 

Mondav. Julv 5 



1 :35PM 
4:05PM 

8:10pin 

July 6th 

9;55am 

10:00PM 

12:30PM 

Michelle Boucher & Charles Pulman (Margot same itinerary but on JulySth) 

Depart Grand Cayman 

Amve Miami 

Depart Miami 

Arrive London - Heathrow 

Transfer to Luton [To be confirmed] 

Depart Luton 

Tuesday. Julv 6 

+7:00 hrs CST 


1 :35pm 

Arrive Isle of Man 

Michelle has rented a car [Eurocar - Wagon) 



Sefton Hotel [confirmed] 

Harris Promenade 

Douglas IM1 2RW 

Phone 44 1624 645 500 Fax 44 1624 676 004 


3;3QPM 

Meeting with Paul Dougherty 

Dougherty S Associates 

Atlantic House 

4-8 Circular Road 

Douglas Isle of Man IM1 1AG 

Tel; -r44 (1624) 671155 

Fax: +44 (1624) 610414 

EMail oaulOdoudicrtva-.-ntijic^ vutr. 


Wednesday. Julv 7 

+7:00 hrs. CST 


9:30AM 

Meeting with Trident Trust 

David Bester, Francis Webb & Annsley Ploughman 

01 1 -44-1624-646-700 Phone 


12:00 

Lunch: TBD 


1 :30PM 

Meeting with Paul Dougherty 


1:3SPM 

Margot arrives in Isle of Man 

Transfer to hotel, then IFG (confirmed with John] 


3:30PM 

Meeting with IFG 

David Harris & Anna Benbatoul 

011-44-1624-630-600 Phone 


7:00prn 

Paul Dougherty available lo go to IFG in PM 

Dinner -TBD (w/wout IFG) 

Confidential 
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TENTATIVE SCHEDULE 


Thursday. July 8 +7:00 hrs. CST 


J^OAM Meeting with Tr i dent Trust 

David Bester, Francis Webb & Annsley Ploughman 
011-44-1624-646-700 Phone 

Paul Dougherty available in the AM 

12:30pm Lunch with intercontinental 

Andy Wallis, Cktiin Flatten, Mark Byrne 
011-44-1624-626-561 Phone 

Restaurant: (TBB) 

2:30pm OPEN: [Meeting with IFG or Trident) 

7:00pm DINNER/Drinks with S. Cairns 


Friday. July 9 +7:00 hrs. CST 

!C5.s +. -?r<:p.=!sV K'! 

9:30AM OPEN (available for meetings) 

12:00 Lunch with Close Bank 

Mark Lewin, Michael Nolan, Jane Carty 

Restaurant (TBD) 


2;00PM Alternate Departure Douglas for iOM arport 
Isle of Man to London Oty on FLYBE 
Alternate Landing 3; ISpm 

4:00FM Depart Douglas for lOM airport 

5:20PM Depart lOM Flybe #1 1 5 

7:10PM Arrive London City Airport 

Transfer to Lanesborough (To be confirm-sd) 
Lanesborough Hotel 

Phone 44 207 259 5599 Fax 44 207 259 5606 
8:30PM Reservation at Mr. Chows (to be confirmed) 
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TENTATIVE SCHEDULE 


Saturday. July 1 0 


8:00AM T ransfer to Heathrow by Lanesborough {to be corstirnisd; 


1 0:20AM American Airlines Fit # 57 

Business Class, Multiple Meals lOHr IMin Rying time 
Boucher/Pulman/Macinnis 


2:50PM Arrive Miami Airport 

4:25PM Depart Miami — Pulman 

6:25PM Arrive Dallas 

7:25PM Depart Dallas 

8:22PM Arrive Austin 

5:05PM Depart Grand Cayman- Boucher/Macinnis 

5:34PM Arrive Grand Cayman 
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= Redacted by the Permanent 
Subcommittee on Investigations 


Evan Wyly 

01/04/2000 02i7PM 


To: Shari Rob ertson/Maveri cto 
cc: mbQucher(<Bj[|[[^arn Wylvi 
Subject: David Harri^AeGtkTg 


Stacy Bryant 


Shari: Sam and I would like to meet with David Harris re: Michaels & Green Mountain when he is in 
Dallas ne>1 week on Thurs. or Fri, 


Michelle; Sam would like us to have balance sheets for the IFG accounts and for the total trustee 
accounts. 
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•naiin = Redacted by the Perraanent 

Subconmiittee on Investigations 


Michael C. French, Esq. , 
Jackson & WaPter L.L.P. . 


Dallas, 

Texas 


October 12th, 1992. 


Fhotonatrlx Corporation 

Sharyl Robertson faxed the Coimnittee of Protectors 
recommendation that the Bulldog and Pitkin trusts should buy 
shares in the above corporation on Friday, after our working 
hours. She also said that she would be out of her office all this 
week. 


While we have the greatest admiration for the Protectors' 
advice, an additional burden of responsibility is thrown upon us 
when the suggestion is made that we should buy securities from the 
Settlors. We cannot find that a market quotation for Pbotooatrix. 
While we do not wish to suggest that 12 cents is a wrong price, we 
do need something for our records to show that it was a fair one. 

We would also like to know the registered address of 
PhotOBatxix, in case - having bought stock - we do not receive 
information to which we would be entitled as shareholders. 

Trusting that this information can be supplied, you should 
know that the Pitkin Trust would wish to purchase through Roaring 
Creak Dlmlted while the Bulldog Trust would use Tensas Zilmited. 
Payment would come via chemical Bank in New York. 

Changing subject, i shall be in Dallas on the night of 
Thursday, October 29th, and would be happy to devote all the next, 
Friday, morning to Messrs. Charles and Sam Wyly's affairs. I fly 
out at lunch time. 

R, Buchanan. 
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= Redacted by the Permanent 
_^ubcmTanitteeOTi_hnvestii^tion^ 


From: Keeley Hennington 

Sent: Wednesday. July 1 6. 2003 3:51 

To: ’Michelle Boucher* <mboucher@^Pm^ 

Subject: Re: Trident Trust vIsIt/Capricom Fund presentation 


I hope the answer is no so I don’t have to sit through it 


The preceding e-mail message (including any attachments) contains information that may be 
confidential, or constitute non-public information. It is intended to be conveyed only to 
the designated recipient (s) . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and Chen delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 


"Michelle Boucher" 
07/16/03 04:30 PM 


<mbouchera 


Please respond to 
"Michelle Boucher" 



Subject 

Trident Trust vlslt/Capricorn Fund presentation 


Francis Webb has advised that David Bester will be in Dallas during the week of August 
18th and specifically has time available on August 20th or 21st. 

Trident currently only acts for cw oriented trusts but David is travelling with Kit 
Meredith, a representative of the Capricorn Funds. The Capricorn funds are Trident 
managed investment products. I believe they offer a few styles of management and they are 
typically managed as Fund of Funds. 

Please let me know if: 

a) Donnie & Charles have interest in seeing David from a Trust update perspective, and 

b) if anyone has an interest in hearing the Capricorn presentation. I believe it would 
take about an hour. 

FYI, at Trident's request I am also passing the invitation to hear the presentation along 


Confidential 
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to Robert Chambers and Shari Robertson as representatives of Ranger and Mavericb. If you 
can think of anyone else that may be interested in seeing it/ please let me know as they 
welcome opportunity to tell their story. 
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From: 

Sent: 

To: 

Subject: 


Keeley Hennington 

Wednesday, October 02, 2002 3:32 PM 


dmllier@|||||m 

Close Tnjstees 


Mark Lewin with Close Brothers will be In next Thursday the 10th at 4:30 to meet with 
Charles and I - are you available? They handle the Red Mountain Trust. 


The preceding e-mall message (including any attachments) contains information that may be 
confidential, or constitute non-public information. It is intended to be conveyed only to 
the designated recipient (s) . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distributicn, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 
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- Redacted by the Permanent 
Subcommittee on investigations 


Keeley , To; 

Hannington@(PI||P cc: 

1 1/1 6/2000 06 S)5 AM Subject: 

I have talked to Michelle and she said yes- 1 


Shari Robeftson/M€tverick^ 
Re; !nter-Comirt&i^l!3 


will contact Cotin. Thanks 


The preceding e-mail message (including any attachments) contains information that may be confidential, 
or cOTstitute ncn-public information. It is intended to be cwtveyed only to tiie designated recipients). If 
you are not an intended recipient of this message, please notify the sender by replying to this message 
and then delete it from your system. Use, dissemination, ctistrlbution, or reproducticwi of this message by 
unintended recipients is not authorized and may be unlawful 


Shari Robertson* 


Shari 

Robertso) 


To; Ke^ey HenrMngtoi| 
cc; ' 

Subject; Wer-Continental 


11/16/00 06;41 AM 


Talk with Michelle about this potential trustee and determine whether you and family members should 
meet with him. Will you please respond to Colin? 


The information contained in this e-mail message is intended only for the personal and confidential use of 
the recipient(s) n^ed above. This massage may be an attorne^^ient communication and as such is 
privileged and confidential. If the reader of this message is not the intended recipient or an agent 
responsible for delivering it to the intended recipient, you are hereby notified that you have received this 
document in error and that any review, dissemination, distribution, or copying if this message is strictly 
prohibited, if you have received this communication in error, ptease notify us immediately by email, and 
delete the original message. 


rorw<‘!rdcc< by Siwiri Roberiiion/MavciricK on 'si''5o.'0(i 00 .«•. AM • •— 

*Co!ln Piatten * To: Shari RobertsorVMavenck® 

cc: 

Subject; Irrter-Continentai 



I was wondroing if you had had time to deal with my e-mail of the Sch. I hope 
that we will have the opportunity of meeting on the 26th Jan and I can now 
advise that the meeting I have arranged in Dallas is to take place at 3:00p:rn 
so if possible a morning meeting with yourself would be better for me. 

Regards 
Colin IPXatten 
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mmmmmm = Redacted by the Permanent 
* Subcommittee on Investigations 

From: 

Sent: 

To; 

Subject 


Keeley Hennington 
Thursday, May 13, 2004 1128 AM_ 

'Michelle Boucher" <mboucherC 

Re: did you see Mark Byrne ^Is mcHnii^? 


Yes - short meeting with Evan and Sam. Just updated him on everything and then he left to 
go see Puiman 


The preceding e-mail message (including any attachments) contains information that may be 
confidential, or constitute non-public information. It is intended to be conveyed only to 
the designated recipient ( s ) . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system- Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
net authorized and may be unlawful. 


"Michelle Boucher” 
05/l.^/0<l 12:43 PM 


<mboucher« 



Subject 

did you see Mark Byrne this morning? 


Permanent Subcommittee on Investigations 
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From: 

Sent: 

To: 

Subject: 


Keeley Henninglon 
Wednesday, May 05 , 2004 10:02 M/I 
"Mark Byrne" <mb@l|H^||| 
RE: Visit to Dallas 


“ ~ f^edacted by the Pemianent 
-Subcommittee on Investigations 


10:00 am will be great - do you need any directions? If not we will Just see you at 10. 
For now it will be Evan Wyiy and myself - I am checking on Sam. 


The preceding e-mail message (including any attachments} contains information that may be 
confidential, or constitute non-public information. It is intended to be conveyed only to 
the designated recipient (s) . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 


"Mark Byrne" <mb^ 
D5/04/04 10:44 AM 


<khennington^ 


Subject 

RE: Visit to Dallas 


Dear Keeley 

Thanks for your reply - I am glad that we can meet. How about 10am? 

I look forward to hearing from you. 

Best wishes. 

Mark H Byrne 

The information in this e-mail and in any attachments is confidential and may be 
privileged. Please advise the sender if you are not the intended recipient. 

Inter-Continental Management Limited Is licensed by the Isle of Man Financial Supervision 
Commission as a Corporate Service Provider. 
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From: 

Sent: 

To: 

Subject: 


Keeley Hennington 
Tuesday, Octobei^j^02 7:^ M4 
scanon^ 

Friday meeting 


■MiH = Redacted by the Permanent 
Subcommittee on Investigations 


I have had Karen put a meeting on your calendar for around 10:30 this Friday. It is to 
meet and spend a few minutes with Mark Byrne and Andy Wallis with Intercontinental 
Management. ICM is a trustee from Isle of Man who would holds Ranger as an investement 
and would like to get an update on everything Ranger is doing. I think a walk-thru of the 
flowchart like you did with Michelle and I would be great. Let me know if you have any 
questions. 

Thanks 


The preceding e-raail message (including any attachments) contains Information that may be 
confidential, or constitute non-public information. It is intended to be conveyed only to 
the designated recipient (s) . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 
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I "*™* - Redacted by the Permanent 

From: Keeley Hennington 

Sent: Friday, Sept ember 27, 2002 1: 20 PM 

To: evan„wyiy@|||BII||p|^ 

Subject: Re: Dallas Mavencl^eeting 


These are the guys that handle LaFourche Trust (Devotion) . Would you be interested in 
trying to set up something with them Friday morning the 11th. 

I can check Sam's schedule also. 


The preceding e-mail message (including any attachments) contains information that may be 
confidential, or constitute non-public information. It is intended to be conveyed only to 
the designated recipient (s ) . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 


Forwarded by Keeley HenningtonJ 


"Andy Wallis" <andy_walli 
09/27/02 04:32 AM 


fcon 09/27/02 02:21 PM 


To : <khennington@)VH^^P 
cc : 

Subject: Re: Dallas Maveric)c Meeting 


Hi Keeley 

How are you? - I hope you are well. 

Mark and I ARE coming to Dallas. Our travel details are: 

Wednesday 9 October 

06:55 lOM LOW 08:10 
10:30 LGW DRW 14:30 

Sunday 13 October 

16:30 DFW LGW 07:35 (14 Oct) 

We are hoping to meet Michelle Crittenden of Banc of America Securities on Saturday 12th 
but have made no firm plans as we would love to meet some of the family and will try and 
fit in with their plans. 

Are you able to suggest some times and dates? 

Best wishes 
Andy 


Permanent Subcommittee on Investigations 
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From: 

Sent: 

To: 

Sub|ect: 


Keeley Hennington 
Friday, September 27, 2002 
“Andy Wallis" <andy_waiiis@r^^ 
Re: Dallas Maverick Meeting 


I = Redacted by the Permanent 
Subcommittee on Investigations 


Could you meet with Sam Wyiy, Evan Wyly and I the morning of the ilth - say 9:00 or 9:30? 


The preceding e-mail message (including any attachments) contains information that may be 
confidential, or constitute non-public information. It is Intended to be conveyed only to 
the designated recipient (s) . If you are not an intended recipient of this message, please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 


"Andy Wallis" <andy_walli: 
09/27/02 04:32 AM 


To: <lchennington^m|^^p 
cc: 

Subject: Re: Dallas Maverick Meeting 


HI Keeley 

How are you? - I hope you are well. 

Mark and I ARE coming to Dallas. Our travel details are: 

Wednesday 9 October 

06:55 lOM LGW 08:10 
10:30 LGW DFW 14:30 

Sunday 13 October 

16:30 DFW LGW 07:35 (14 Oct) 

We are hoping to meet Michelle Crittenden of Banc of America Securities on Saturday 12th 
but have made no firm plans as we would love to meet some of the family and will try and 
fit in with their plans. 

Are you able to suggest some times and dates? 

Best wishes 
Andy 
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Andy Wallis, Account Manager 
Inter-Continental Management Ltd 

Prospect Chambers, Prospect Hill, Douglas, Isle of Man, IMl lET, United Kingdom 

Phone: +44 (0! 1624 626561 

Fax:: +44 (0) 1624 628580 

Email : andy® inter-continent al.co.im 


'Licensed by the Isle of Man Financial 
Supervision Commission as a Corporate 
Service Provider' 

>>> <khennington@htst.com> 09/26/02 08:51pm »> 

Andy - Michelle mentioned to roe that you might be in Dallas to attend the Maverick meeting 
in October. If so, I would very much like to get together and try to set up a meeting 
with some of the family members. Could you please let me know your travel schedule. 

Thanks 

Keeley 


The preceding e-mail message (including any attachments) contains information that may be 
confidential, or constitute non-public information. 

It is intended to be conveyed only to the designated recipient (s) . If you are not an 
intended recipient of this message, please notify the sender by replying to this message 
and then delete it from your system. Use, dissemination, distribution, or reproduction of 
this message by unintended recipients is not authorized and may be unlawful. 
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MBM = Red^ted by the Permanent 
I Subcommittee on Investigations 



Michelle Bouche^^^ 
<mtoucheh§^mBP 


11/04/1999 01 :32 PM 


To: Shari Robertsof^avericl| 
cc; 

Subject: items for trustees 


Trident: 

- I have received the tax exempt certificates for the Trident entities 
La Fourche Trust 

^-"pos^ible sale of^ Woody* Cre^ Ranch Limited to ’Be'ssie TriisE’ for a note 
with Woody Creek Ranch Limited shares as collateral (interest rate ?) 

- Francis has not yet seen any original Trust documents for execution 

regarding the Woody Creek Ranch Management Trust (he may ask about them - 

I’ve emailed Elaine today asking her to follow up on this) 

Tyler Trust 

- acquisition of CW family properties through Tyler Trust, via loans 
from Elegance (Trident) and Quayle (Northern Bank) 

- long term strategy 

- long term cash flow management 


IFG 

Bessie Trust 

- acquisition of Woody Creek Ranch Limited from La Fourche using a note 

- ongoing cash requirements for the property - construction plans ($3M) 
and annual mtce costs 

- future property acquisitions 

- cash management 

Moberly Limited 

- status of receiving legal opinion from Simcocks for the SSW 
transaction 

- possible sale or redemption of FUND to raise cash for liquidity 
Castle Creek 

- loan of money to Tyler Trust (Trident) to acquire CW properties 
Other items FYI: 

- Trident has a query on Edinburgh Depreciation Deposit adjustments made 
earlier this year - I have net responded yet - Francis & I discussed this last 
week (I know it's outstanding if they bring it up with you). 

- Trust reporting. We are posted through 9/30, but I have not given a 
thorough review, and I am aware of a few problems on some small items - so I'm 
not happy to release them yet. I have told the various trustees that I hope 
to have these for them by the end of next week - but I think some of them 
(Francis, in particular :)) was anxious about not having them going into your 
meeting next week. I told him I doubted that you and Mike would want to 
discuss and detailed accounting related matters, and he shouldn't worry. 

- Overall, I think that cash flow is the biggest issue right now I also get 
the feeling from IFG (which I think you do too) that they’ve agreed to be 
fairly aggressive lately and are feeling somewhat anxious about it. I think 
they’ll need some reassurance possibly some pacifying. Ken seemed to be 
particularly miffed about Lehmans not following through with the notices on 
the collateral movement last weekend. I think he felt they agreed to the 
movement of the collateral in good faith, on the condition that they received 
the notice over the weekend and then didn’t get it. (I may be making a bigger 
issue of this than needs to be, but Ken did sound a little funny, which really 
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MEMORANDUM 


To: Sam, Evan 

Charles, Don 

-From: Shari 

Date: 05/12/00 

Subject: Isle of Man Trip 


The following is a recap of the lOM trip. If you’d like to discuss any of this let me know, 

1) Jurisdictional Issues: 

A) lOM corporations will become regulated as of 12/3 1/00, This is in the form of the party 
that formed the corporation making a statement to the regulators that the corporation has 
books and records. This change allows the lOM regulators an opportunity to make 
inspections. 

B) South Africa is now charging a dividend tax on all monies repatriated. The S.A. 
community no longer will get a benefit through an lOM Trust. There is concern that a lot 
of the S.A. money will leave lOM because there is no tax savings. There may be some 
shrinkage of trustees because of this loss of business. A reminder that Trident is SA 
based. 

C) Seems to be concern expressed by the trustees that within a matter of years that there will 
be further regulation, which might required submission of audited financials tmd access 
to trust documents, Bester’s (Trident) solution was to hire a “lawyer” custodian to hold 
the trust deeds, which disclose beneficial ownership. The lawyer would be instructed by 
the protectors and the trustee not to release the trust deeds to anyone without joint 
consent. This would slow the process of delivery of the trust deeds down, giving the 
ability to flee the jurisdiction if it was deemed necessary. 

2) Trust remediation steps to be taken at Trident regarding the 1995 trusts (La Fourche & Red 

Mountain): 

A) Add Sean Cairns as a beneficiary as soon as possible, 

B) Determine the accumulated income as soon as A) is complete. 

C) Determine with Owens whether the income earned on the accumulated income is tainted. 
(Shari & Michelle to follow-up.) 

D) If the income is tainted, form new corporations and transfer the assets from the original 
trust to the new trusts in exchange for a low interest-bearing note. 
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3) Trust remediation steps to be taken at IFG & Northern regarding 1 992 and 1 993 trusts: 

A) Merge 1992 trusts (Bulldog & Pitkin) into Bulldog H and Pitkin H to clean up perpetuity 
issues. This will be done with a short document already prepared by Fullerlove which 
Mike has reviewed and approved, 

B) Merge 1993 trusts (Delhi, Lake Providence and Castlecreek) into Bulldog II and Pitkin II. 
This is being done to minimize the number of trusts for future planning of dividing the 
existing trusts into sub-trusts. 

C) Restate Bulldog II and Pitkin II to be a complete trust deed on its own without referring 
Badkltrpnor trust deeds: 

D) Fullerlove and Harris have been instructed to move forward on A-C. 

4) Other trust issues: 

A) Diviaoh oFexisilng trusts t(Ta specifically named beneficiary can beuccomplished 

through sub-funds that are revocable or sub-trusts that are irrevocable. Trustees awaiting 
instructions before moving forward on this project. 

B) Trustees have been informed to plan cash to exercise all Michaels stock options prior to 
maturity date. Trustees awaiting selling instructions on what to do with stock that is not 
exercised and sold prior to maturity date. 

C) Discussed possibility of the trusts purchasing life insurance policies with the trustees. 
They 

Are awaiting recommendations before proceeding. Mike and Owns need to coordinate 
to bring this project forward. 

D) Informed trustees of valuation issues on annuities that were amended and extended 
previously. Michelle has already requested these valuations from Milliam & Shari. It is 
expected that the valuations will increase the annuity payable outstanding for the trusts. 

E) Interviews were held with prospective trustees that might be needed in the future. The 
following trustees were interviewed and are ranked in the order in which / recommend 
they be used. It would be good to get Mike and Michelle’s opinion independent of mine, 
A number of these people are known by Don Seacock (former MeesPierson) and should 
check with him for references. 

1) Close Bank (recommended by David Harris) 

Met with Ian Bancroft, Managing Director 

Marcus senior to Ian was off island and did not have an opportunity to meet 

This was our first visit to this organization. It appeared to me that this trust company 
was a good fit to the business needs required by the family. Close was recently 
acquired from Rhea Bros. It is a public company listed on the Irish Stock Exchange 
(160* largest). Market cap of $2 billion. Services available are: investment 
management, banking and trust services. There are 10 persons in the trust 
department. The firm is responsible for over 400 trusts and companies ranging in size 
from $750,000 to $50 million. The average size is $2.5-4 million. Fees are a fixed 
responsibility fee and time (negotiable). No U.S. operations. 

2) Caledonia 

Met with David Burgess 

The Walker family (the other large law firm on the island) originally formed this 
company in the Caymans. This was our second visit. I really like David’s approach 
and think he would work well with the family. He was the one who told us about the 
SA change. They’ve been on the lOM a short time and the business doesn’t seem to 
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be growing quickly. Mike has expressed concern whether they will continue with the 
lOM operations. In discussions with Michelle later she feels that this trust company 
will continue on the lOM because of the Cayman requirements. Michelle is going to 
get with David when he’s next in the Caymans. I have a good feeling about working 
with Caledonia and believe we should continue to visit and get acquainted. 

3) Intercontinental (former Mees Pierson employee works there) 

Met with Collin Flatten, Director and Andy Wallis, Accountant (MP) 

Flatten started this company in conjunction with a Canadian family. Collin now owns 


small company with offices in lOM and London. lOM staff is 10 and there are 3 in 
London. His current client mix seems to lean toward the marine industry. He does 

nbfadvertise’iofhiHheWaM'bnIyAakes“fctients1foin feferralS7 Feestructureis' 

negotiable. The firm has 500+ accounts with 150 of the being trust structures. He is 
concerned about using leverage if they were minor beneficiaries. There are no minor 
beneficiaries. Flatten was the one who made as aware of the new corporate reporting 
requirements. He travels to the U.S. twice a year and would be available to stop in 
Dallas. His business is predominantly marine (boats and yachts), trading (purchased 
from MeesPierson) and time share ledger management. 

4) Anglo Irish 

Enda Connolly, Offshore Trust Director and Any MacKellar, Accountant (former 
MeesPierson) 

This is a public company with tremendous growth since the acquisition from 
MeesPierson. This was our first visit. I personally had a problem with Enda because 
he talked predominantly to Mike and ignored Michelle and myself, though every once 
in while he realized what he was doing and included us. Michelle didn’t sense this as 
strongly as I did, but I was seated furthest from Mike. This could make for a difficult 
situation for the women in the Wyly family to deal with. He had a very smooth 
almost at times cutesy sales pitch. Having said this, I think it is worth a 2"^ visit in 
case I read it wrong. (It was our last visit after 2 full days.) 

F) Annuities: 

1) Preliminary discussions with the trustees regarding the possibility of prepayment at a 
discount. 


2) Michelle is to continue with analysis: cash flow requirements, early payment of taxes 
vs a Maverick ROR. 

3) Michelle to ask Milliam and Shari to suggest a discount for prepayment. 

G) Protector Company 

1) Confirmed with Fullerlove that the trust deeds allow for one protector 

2) Confirmed with Fullerlove that the protector can be a company as well as an 
individual. 

3) Mike, Michelle and Shari need to continue work with Owens regarding structure. 
Need to develop a timeline for completion. 

H) Audits: 

1) Discussion were held with trustees recommending that audits be done on a going 
forward basis. The trustees and the protectors will define audit scope. It will most 
likely include an audit of income and expenditures and verification of assets. This 
will be done at the corporation level and consolidated at the trust level. It will not be 
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a full audit, as trust deeds should not be provided to the auditors. Some discussion 
was held whether a different auditor should be obtained for each trust. More thought 


needs to be put into this. 

2) Why audits now? If Michelle becomes a member of the Protector Company the 
family has lost their independent 3"* party verification. In addition to this, the sheer 
size and lack of the family’s day to day involvement in addition to Michelle’s status 


change makes audits mandatory in my opinion going forward. I keep trying to do 
100-year planning and this is a step that is necessary. Harris estimated $1000 pounds 

The protectors need input from the beneficiaries regarding this change and additional 


cost. 
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Meeting with Trident Trust 
David Bester & Francis Webb 
Monday, November 6*^, 2000 3:00pra 
Agenda Items 

I . Status of TruS Docaimeatation 

> have all documents been executed ~ anything outstanding? 

- 2 - - porential Creation 'of sub-hinds (CW Family undar T>i^ stilMn planning phase) - 

outline ^oposed structure & number of sub-funds 
suggested documentation 

discuss possible lending of assets/funds acr<»s tru^ (will likely be across Trustee too) 

3. Discuss planning for use of variable life policies, including s^it dollar arrangements across trusts 

4. Status of protector company formation and discussitm of parties to be involved 

5. Audits of lOM companies 

6. Planned CW real estate transactions 

Little Woody Creek Road 

Jourdan Way 

Spcfft Horses Venture 

Possible additional dewlopment in Aspen (12-1 8 mths out) 

7. In v^tment update 

Ranger Group 
Precept 

First Dallas International 

ited River Ventures 

Greenmountain 

Ajrt/CoUectibles 

Chapparal 

Michaels 

Computer Associates 
Scottish Annuity & Life Holdings 

8. Review of trustee fees 
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The Irish Trust Company (Cayman) Ltd. 

P.O.BOX1065SAPO 
S® Floor, Harbour Place 
George Town Grand Cayman 
Tel: (345) 949-0658 
F ax:(345) 949-2519 

AGENDA 

MEETING WITH TRUSTEES 


CLOSE BROTHERS 

8:30pm Wednesday May 15, 2002 
• Mark Lewin 


1.0 

Status of transfer of Red Mountain Trust 


2.0 

Due Diligence/KYC 

• lOM requirements re: 
beneficiaries/proteciors/settlers 

• Discuss transfer of existing trust forms 


3.0 

Update of Ctose Brothers group activities, including a 
review of staff allocations to Red Mountain Trust 


4.0 

Investment Update 

• YTD & MTD Returns for Maverick & Levered 

• ITC requirements re: lOM investments in Funds 

• FDI/FDV update - underlying investment status 

• Update on Michaels, CA, Greenmountain 

• Other investments 


5.0 

Management of liquid assets 

• Consolidation (FDI) 

• MFS / Nationsbank proposals from BOA 


6.0 

Protector Company - status update 


7.0 

Irish Trust staff update 


8.0 

Ebankline at Bank of Bermuda 






Updated: May 3, 2002 
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The Irish Trust Company (Cayman) Ltd. 

P.O. Box 10658 APO 
S* Floor, Harbour Place 
George Town Grand Cayman 
Tel: (345) 949-0658 
Fax:(345) 949-2519 


AGENDA 

MEETING WITH TRUSTEES 

rcM 

2:30pm Wednesday May 15, 2002 

• Colin Platten 

• Andy Wallis 


ICM 



1.0 

Investment Update 

• YTD & MTD Returns for Maverick & Ranger 

• Discuss Ranger Partners & Ranger Capital activity 
including Newcastle & Light Green Advisors 

• Greenmountain, Michaels, CA, Red River 


2.0 

Cash management 

• - upcoming requirements review 


3.0 

Plans for trust entity accounting 


4.0 

Due Diligence/KYC 

• lOM requirements re: 
beneficiaries/protectors/settlors 

• ITC requirements re: lOM investments in Funds 


5.0 

lOM Audit Update 

• PWC coti^tany review/verification procedures 

• Plan for 2001 reports 


6.0 



7.0 

Irish Trust staff update 



Ebankline at Bank of Bermuda 


9.0 

Opportunities? 


10.0 

General lOM update - what’s new? 



Updated: May 3, 2002 
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The Irish Trust Company (Cayman) Ltd. 

P.O. Box 10658 APO 
S®' Floor, Harbour Place 
George Town Grand Cayman 
Tel: (345) 949-0658 
Fax:(345) 949-2519 


AGENDA 

MEETING WITH TRUSTEES 


IFG 

12Noon Wednesday May 15, 2002 

• David Harris 

• Kathy Harding 

• Anna Benbatoul 


IFG 



1.0 

Investment Update 

• YTD & MTD Returns for Maverick, Levered, & 
Ranger 

• Discuss Ranger Partners & Ranger Capital activity 
including Newcastle & Light Green Advisors 

• Greenmountain, Michaels, CA, SCT 

• Other investments (Brazos, Red River, Precept, 

K12) 


2.0 

Real Estate 

• Construction update 

• 2 Mile Ranch 

• Cottonwood I & n 

• Mi Casa 

• Anticipated cash requirements 

• walk through payment and accounting procedures, 
including domestic reports and tie outs to foreign 
system 


3.0 

Cayman LLC’s 

• discuss minutes 

• security capital loan documentation 

• walk through accounting j»-ocedures, esp. TMR tie 
outs and rebalancing 

• repayment of intercompany advances 

• segregation of Bessie Trust initial funding from 
intercompany to loan portfolio items 

• discuss generally the loan structure & interest 


4,0 

Greenmountain stock transfers to LLC's 


5.0 

Scottish Annuity & Life Holdings — warrant registration 


6.0 

Intelecon Update 



Updated: May 3, 2002 


Confidential 

SEC_ED00009789 


PSI_ED00009789 




3147 


The Irish Trust Company (Cayman) Ltd. 

P.O. Box 10658 APO 
5* Floor, Harboyr Place 
George Town Grand Cayman 
Tel: (345) 949-0658 
Fax:(345) 949-2519 


7.0 


iBmiBiii 

8.0 

Irish Holdings Share Transfer 



Scottish Holdings hquidation' 




Security Capital $15M toao from Jan 2002 


n.o 

Other investment opportunities? 


12.0 

Hot Issue Eligibility - Ranger & Levered 


13.0 

Audubon - Curator agreement & collectibles, art & 
jewelry update 


14.0 

Cash management 

• - upcoming requirements review 


15.0 

Private ^nuity payments commencing 2004 

• repayment options 

• cash flow 


16.0 



17.0 

Due Diligence/KYC 

• lOM requirements re: 
beneficiaries/pa’otectors/settlors 

• ITC requirements re: lOM investments in Funds 


18.0 

iOM Audit Update 

• PWC con^any review/verification procedures 

• Plan for 2001 reports 


19.0 

Protector Company - statns update 


20.0 

Irish Trust staff update 


21.0 

Ebankline at Bank of Bermuda 


22.0 

Ginger Trust letter of wishes received? 


23.0 

Lynchburg protector resignation obtained? 


24.0 




Updated: May 3, 2002 
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The Irish Trust Company (Cayman) Ltd. 


P.O. Box 10658 APO 
S* Floor, Harbour Place 
George Town Grand Cayman 
Tel; (345) 949-0658 
Fax:(345) 949-2519 


AGENDA 

MEETING WITH TRUSTEES 

TRIDENTTRUST 

10:00 am Wednesday May 15, 2002 

• David Bester 

• Francis Webb 

• Annsley Plowman 


Trident Trust 



1.0 

Investment Update 

• YTD & MTD Returns for Maverick & Levered 

• FDI/FDV update - underlying investment status 

• Update on Michaels, CA, SCT, Greenmountain 

• Other investments 



Stargate Sport Horses update 





4.0 

Management of liquid assets 

• Consolidation (FDI) 

• MFS / Nationsbank proposals from BOA 


5.0 

Private annuity payments commencing 2003 

• repayment options 

• cash flow 


6.0 

CW ‘Sub Funds’ 

• Tyler Trust 

• Cayman LLC’s 

• Selection of directors and shareholders 

• outline asset transfers and security capital loan 
transactions 

• Stargate horse farm carve out, fumre real estate 
transactions 


7.0 

Scottish Annuity & Life Holdings - Warrant Registration 


8.0 

Irish Holdings share transfer status 


9.0 

Scottish Holdings liquidation 


10.0 

Other opportunities? 


11.0 

Collectibles, art & jewelry inventory & possession 
a^eements 



Updated: May 3, 2002 
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The Irish Trust Company (Cayman) Ltd. 

P.O. Box 10658 APO 
5*^ Floor, Harbour Pl^e 
George Town Grand Cayman 
Tel: (345) 949-0658 
Fax:(345)949-2519 


12.0 

Trust entity accounting 



• Tyler 


13.0 

Due Diligence/KYC 

• lOM requiren^nts re: 
beneficiaries/fM'otet^or^settlors 

• ITC requirements re: lOM investments in Funds 


14.0 

lOM CojT^ny Audit Update 

• KPMG con^any review/ v^ification procedures 

• Plan for 2001 reports 


15.0 

Discuss transfer of Red Mountain to Close Trustees 


16.0 

Protector Company - status update 


17.0 

Irish Trust staff update 


18.0 

Ebankline at Bank of Bermuda 


19.0 

General lOM update - what’s new? 



Updated; May 3. 2002 
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FAX TRANSMITTAL 


Maverick 

TO: Donald Beacock 

FROM: 

Shari Robertson 

COMPANY; MeesPierson (Isle of Man) Limited 

PHONE: 

(214) 

PHONE: 01144 

Redacted by the Permanent 

FAX: 

RedactedTiy thT^rmanent 
p 1 5;ubcoinmittee on Investigations 

01 j II Subcommittee on investigations 

DATE; 

August 27, 1997 

NUMBER OF PAGES (including cover): 

TIME: 

4:18 PM 


COMMENTS: 

Sam Wyly has executed a Letter of Wishes on behalf of the Lake Providence Trust and Delhi 
Trust. A copy is being forwarded with this facsimile and the original is following by courier. If 
you would like to discuss the recommendations in the Letter of Wishes with Mike and me, please 
give us a call. 


Copy: Michelle Boucher 
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August 6, 1 997 
Donald Beacock 

MeesPierson (Isle of Man) Limited 
Pierson House 
18-20 North Quay 
Douglas, Isle of Man 
Bfifish Isles 1M99 INK 

RE: LETTER OF WISHES: Delhi Trust 

Dear Sir: 


This letter is being written to you in your capacity as the Trustees of the above named Trust. 
This letter is intended as guidance to the Trustee. It has no legal effect and it is not intended in 
any way to fetter the discretionary powers given to the Trustee. I fully appreciate that your 
discretion is absolute and this letter is not intended to bind you in anyway. 


Although you are not bound by any views expressed in this letter concerning the administration, 
appointments and distribution of the Trust Fund, it is considered desirable for the Trustee to have 
a note of my opinions and wishes on these matters so that you and additional and/or succeeding 
Trustees (“the Trustees”) may consider these opinions when making your decisions. 

Following my death, 1 would like all assets of the trust, whether Capital or income to be utilized 
per stirpes for the benefit of my remaining children and their issue. 

If during the term of the trust there shall no longer be living any of my issue, then it is my desire 
that the trust assets be applied to the benefit of The First Church of Christ, Scientist in Boston, 
Massachusetts U.S.A. 

None of the provisions in this letter are binding on you and they grant no rights whatsoever to 
any of the persons named in it. 


This memorandum shall remain in force indefinitely, but may be canceled or altered at any time 
in writing by me during my lifetime. I ask you to honor any such amendment even though you 
may receive it after ray death. 
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August 6, 1997 


Donald Beacock 

MeesPierson (Isle of Man) Limited 


Pierson House 
18-20 North Quay 
Douglas, Isle of Man 


RE: LETTER OF WISHES; Lake Providence Trust 
Dear Sir: 

This letter is being written to you in your capacity as the Trustees of the above named Trust. 

This letter is intended as guidance to the Trustee. It has no legal effect and it is not intended in 
any way to fetter the discretionary powers given to the Trustee. I fully appreciate that your 
discretion is absolute and this letter is not intended to bind you in anyway. 

Although you are not bound by any views expressed in this letter concerning the administration, 
appointments and distribution of the Trust Fund, it is considered desirable for the Trustee to have 
a note of my opinions and wishes on these matters so that you and additional and/or succeeding 
Trustees (“the Trustees”) may consider these opinions when making your decisions. 

Following my death, 1 would like all assets of the trust, whether Capital or income to be utilized 
per stirpes for the benefit of my remaining children and their issue. 

If during the term of the trust there shall no longer be hving any of my issue, then it is my desire 
that the trust assets be applied to the benefit of The First Church of Christ, Scientist in Boston, 
Massachusetts U.S.A. 

None of the provisions in this letter are binding on you and they grant no rights whatsoever to 
any of the persons named in it. 

This memorandum shall remain in force indefinitely, but may be canceled or altered at any time 
in writing by me during my lifetime. I ask you to honor any such amendment even though you 
may receive it after my death. 

Yours truly, 

Sam Wyly 
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FAX TRANSMITTAL Maverick 


TO: David Harris 

COMPANY: Aundyr Trust Company Ltd. 

PHONE: Oil 4 ‘ 

Redacted by the Permanent 

FAX' Oil 4 ‘ Subcommittee on Investigations 

NUMBER OF PAGES (including cover): 


FROM: Shari Robertson 

PHONE. (214) — 

Subcommittee on Investigations 

FAX: (214) 

DATE: August 27, 1997 
TIME: 4:14 FM 


COMMENTS: 

Sam Wyiy has executed a Letter of Wishes on behalf of the Bulldog Trust and the Plaquemines 
Trust- A copy is being forwarded with this facsimile and the original is following by courier. If 
you would like to discuss the recommendations in the Letter of Wishes with Mike and me, please 
give us a call. 


Copy: Michelle Boucher 


Maverick Capital • 300 Crescent Court • Suite 1850 • Dallas, Texas 75201 
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August 6, 1 997 
David Harris 

Aundyr Trust Company Ltd 
Internationa] House 
CastleHill, Victoria Road 
Douglas, Isle of Man 
BnliB Isles 

RE:_ letter OF MSHE?: Bulldog Trust 


Dear Sir: 

This letter is being -written to you in your capacity as the Trustees of the above named Trust. 

Diis letter is intended as guidance to the Trustee. It has no legal effect and it is not intended in 
any way to fetter the discretionary powers given to the Trustee. I fully appreciate that your 
discretion is absolute and this letter is not intended to bind you in anyway. 

Although you are not bound by any views expressed in this letter concerning the administration, 
appointments and distribution of the Trust Fund, it is considered desirable for the Trustee to have 
a note of my opinions and vnshes on these matters so that you and additional and/or succeeding 
Trustees (“the Trustees”) may consider these opinions when making your decisions. 

Following my death, I would like all assets of the trust, whether Capita! or income to be utilized 
per stiiues for the benefit of my remaining children and their issue. 

If during the term of the trust there shall no longer be living any of my issue, then it is my desire 
that the trust assets be applied to the benefit of The First Church of Christ, Scientist in Boston, 
Massachusetts U.S.A. 

None of the provisions in this letter are binding on you and they grant no rights whatsoever to 
any of the persons named in it. 

This memorandum shall remain in force indefinitely, but may be canceled or altered at any time 
in writing by me during my lifetime. I ask you to honor any such amendment even though you 
may receive it after my death. 
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Augusts, 1997 
David Harris 

Aundyr Trust Company Ltd 
International House 
CastleHill, Victoria Road 
ifcj 


British Isle's IM2 4RB 

RE; LETTER OF WISHES: Plaquemines Trust 


Dear Sir; 

This letter is being written to you in your capacity as the Trustees of the above named Trust. 

This letter is intended as guidance to the Trustee. It has no legal effect and it is not intended in 
any way to fetter the discretionary powers given to the Trustee. 1 fiilly appreciate that your 
discretion is absolute and this letter is not intended to bind you in anyway. 

Although you are not bound by any views expressed in this letter concerning the administration, 
appointments and distribution of the Trust Fund, it is considered desirable for the Trustee to have 
a note of my opinions and wishes on these matters so that you and additional and/or succeeding 
Trustees (“the Trustees”) may consider these opinions when making your decisions. 

Following ray death, I would like all assets of the trust, whether Capital or income to be utilized 
per stirpes for the benefit of my remaining children and their issue. 

If during the terra of the trust there shall no longer be living any of my issue, then it is my desire 
that the trust assets be applied to the benefit of The First Church of Christ, Scientist in Boston, 
Massachusetts U.S.A. 


None of the provisions in this letter are binding on you and they grant no rights whatsoever to 
any of the persons named in it. 


This memorandum shall remain in force indefinitely, but may be canceled or altered at any time 
in writing by me during my lifetime. I ask you to honor any such amendment even though you 
may receive it after my death. 
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TRANSMITTAL Maverick 


TO: 


Ronnie Buchanan 


PHONE: 


FAX: 


011 44 


011 44 


Redacted by the Permaaent 
Subcommittee on Investigations 


NUMBER OF PAGES (including cover); 


FROM; Shari Robertson 


FAX; (214) 


Redacted by the Permanent 


DATE: August 27, 1997 
TIME; 4:05 PM 


COMMENTS; 

Sam Wyly has executed a Letter of Wishes on behalf of the Bessie Trust. A copy is being 
forwarded with this facsimile and the original is following by courier. If you would like to 
discuss the recommendations in the Letter of Wishes with Mike and me, please give us a call. 


Copy: Michelle Boucher 


Maverick Capital • 300 Crescent Court • Suite 1850 • Dallas. Texas 75201 


SR 0000844 
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Augusta?, 1997 

Ronnie Buchanan 
Lome House Trust 
Lome House 
Castletown, Isle of Man 
British Isles IM9 lAZ 

RE: LETTER OF WISHES : Bessie Trust 

Dear Sir; 

This letter is being written to you in your capacity as the Trustees of the above named Trust. 

This letter is intended as guidance to the Trustee. It has no legal effect and it is not intended in 
any way to fetter the discretionary powers given to the Trustee. I fiilly appreciate that your 
discretion is absolute and this letter is not intended to bind you in anyway. 

Although you are not bound by any views expressed in this letter concerning the administration, 
appointments and distribution of the Trust Fund, it is considered desirable for the Trustee to have 
a note of my opinions and wishes on these matters so that you and additional and/or succeeding 
Trustees {“the Trustees”) may consider these opinions when making your decisions. 

Following my death, 1 would like all assets of the trust, whether Capital or income to be utilized 
rvith a priority favor regarding the specific assets of Dortmund and Atlantis for the benefit of my 
son Evan Wyly and his issue and the balance for the benefit, per stiiues for all my children 
(including Evan Wyly) and their issue. 1 am specifically excluding my spouse. 

If during the term of the trust there shall no longer be living any of my issue, then it is my desire 
that the trust assets be applied to the benefit of The First Church of Christ, Scientist in Boston, 
Massachusetts U.S.A. 

None of the provisions in this letter are binding on you and they grant no rights whatsoever to 
any of the persons named in it. 

This memorandum shall remain in force indefinitely, but may be canceled or altered at any time 
in writing by me during my lifetime. I ask you to honor any such amendment even though you 
may receive it after my death. 
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FAX TRANSMITTAL 


Maverick 


TO: 


David Bester 


FROM: Shari Robertson 


COMPANY: Trident Trust 

PHONE: (214) i 



Subcommittee on Investigations 


PHONE: 


FAX: 


on 44 


on 44 


_ Redacted by the Eemianent - 
Subcommittee on Investiaatrons 


NUMBER OF PAGES (including cover): 


DATE: August 27, 1997 
TIME: 4:10 PM 


COMMENTS; 

Sam Wyly has executed a Letter of Wishes on behalf of the LaFourche Trust. A copy is being 
forwarded with this facsimile and the original is following by courier. If you would like to 
discuss the recommendations in the Letter of Wishes with Mike and me, please give us a call. 


Copy: Michelle Boucher 


Maverick Capital I Permanent Subcommittee on Investigatiops I ts 75201 SB 0000967 

I EXfflBIT #66 - FN 548 I 
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August 27, 1997 


David Bester 

Trident Trust Company Limited 


100 Market Street 
P.O. Box 175 
Douglas, Isle of Man 


riMgriTT 


RE;. LETTER QE WISHES: L a Fourche Trust 


Dear Sir; 

This letter is being written to you in your capacity as the Trustees of the above named Trust, 

This letter is intended as guidance to the Trustee. It has no legal effect and it is not intended in 
any way to fetter the discretionary powers given to the Trustee. I fully appreciate that your 
discretion is absolute and this letter is not intended to bind you in anyway. 

Although you are not bound by any views expressed in this letter concerning the administration, 
appointments and distribution of the Trust Fund, it is considered desirable for the Trustee to have 
a note of my opinions and wishes on these matters so that you and additional and/or succeeding 
Trustees (“the Trustees”) may consider these opinions when making your decisions. 

Following my death, 1 would like all assets of the trust, whether Capital or income to be utilized 
per stirpes for the benefit of my remaining children and their issue. I am specifically excluding 
my spouse. 

If during the term of the trust there shall no longer be living any of my issue, then it is my desire 
that the trust assets be applied to the benefit of The First Church of Christ, Scientist in Boston, 
Massachusetts U.S.A. 

None of the provisions in this letter are binding on you and they grant no rights whatsoever to 
any of the persons named in it. 

This memorandum shall remain in force indefinitely, but may be canceled or altered at any time 
in writing by me during my lifetime. I ask you to honor any such amendment even though you 
may receive it after my death. 
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April 20. 1992 


Lome House Trust Coa^any Limited 

Lome House 

Castletovjn 

Isle of Man 

Britisli Isles 

Attn. : Mr. E. BuoLaaan 


Dear Eonnie: 

Pumsant to Section 8 of the Bulldog Non-Grantor Trust Agreaaent 
dated March 11, 1992 the Committee of Trust protectors wishes to 
mahe the following recommendations to the Trustee. 

To exercise 210,000 Michaels Stores Cations held in Tensas Limited, 
which is owned by the Bulldog Non-Grantor Trust using a 
cashless exercise thru First Boston Corporation, 3100 Texas Commerce 
Tower, 2200 Eoss Avenue, Dallas, Texas 75201, Mr. Lou Schaufele, 
phone # (214) 740-S221. The committee recommends selling all of 
the stock at a price to a least exceed $20.00 per share. The exercise 
price of the stock is $3.00 a share, requiring $610,000 to exercise 
the stock with Michaels Stores, Inc. Cash in. excess of exercise 
price should exceed $3,570,000. The committee recommends a loan 
at 6% interest rate, to mature in one year, of $3,500,000 to 
East Carroll Limited which is owned by the Bulldog Mon-Grantor Trust. 
The committee recommends that cash in excess of the loan be invested 
in short term, cash-like securities, with some currency risk that 
you as Trustee feels competes with TJ.S. certificates of deposits 
yielding around 4 %. 

To exercise 200,000 Michaels Stores Options held in East Baton Rouge 
Limited which is owned by the Bulldog Non-Grantor Trust using a 
cashless exercise thru First Boston Corporation, 3100 Texas Commerce 
Tower, 2200 Ross Avenue, Dallas, Texas 75201, Hr. Lou Schaufele, 
phone # (214) 740-5221. The committee recommends selling all of 
the stock at a price to a least exceed $20.00 per share. The exercise 
price of the stock is $3.00 a share, requiring $600,000 to exercise 
the stock with Michaels Stores, Inc. Cash in excess of exercise 
price should exceed $3,400,000. The committee recommends a loan 
at 6% interest rate, to mature in one year of $668,750 to 
East Carroll Limited which is owned by the Bulldog Non-Grantor Trust. 
The committee recommends that cash in excess of the loan be Invested 
in short term, cash- like securities, with some currency risk that 
you as Trustee feels competes with U.S. certificates of deposits 
yielding around 4 %. 

To exercise 667,000 Sterling Softare, Inc. Options held by East Carroll 
Limited which is wholly owned by the Bulldog Non-Grantor Trust 
using the cash loaned by Tensas Limited and East Baton Rouge Limited to 
exercise the stock. 
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The exerciee price is $6.25 per share tax a total exercise price of 
$4,168,750. The coimittee reconaaeiids that East Carroll Limited hold 
the Sterling Software, Inc. stock. 

The committee also recommends that you consider establishing a line 
of credit for the following corporations with Ch emical Bank (Guernsey) 
East Carroll Limited for $8,000,000 and Bast Baton Rouge Limited 
for $2,000,000. 



and Secretary 


coottoenhal 

SECI(MI069S97 

PSI00081464 
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April 22, 1992 


Michaels Stores, Inc. 

P.O. Box 612566 
DFW,--Texas -75-161-2566 


Dear Mr. Beasley: 

As Managing Director of Tensas Limited, I wish to exercise 210, (XB Michaels Stores, 
Itic. options. I wdsb to exercise these options using a cashless exercise through First Boston 
Coqwiation, located at 3100 Texas Commerce towdf, 2200 Ross Avenue, Dallas, Texas 
75201. The broker on fee account is Lou Schaufele and be may be reached at (214) 740-5221, 

The following options are being exercised; 

100.000 warrants originally issued through Warrant #3 dated 11/20/84, amended 
10/24/90, and transferred to Tensas Limited 4/13/92. 

110.000 options granted 8/4/86, amended 12/11/87, amended 8/8/89, amended 
10/24/90, and transferred to Tensas Lintit^ 4/13/92. 


m 

R. Buchanan 

Lome House Trust Limited 
Lome- House 
Castletown, Isle of Man 

“DrificK Tel^c 



CONHOENTIAL 
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April 22, 1992 


Mr. Mark Beasley 


P.O. Box 612566 
DFW, Texas 75161-2566 


= Redacted by the Permanent 
Subcommittee on Investigations 


0ear Mr. Beasley: 

As Managing Director of Tensas Limited, I wish to exercise 210,000 Michaels Stores, 
Inc. options. I wish to exercise these options using a cashless exercise through First Boston 
Corporation, located at 3100 Texas Commerce Tower, 2200 Ross Avenue, Dal las, Texas 
75201. The broker on the account is Lou Schaufele and he may be reached at (2!4)flBIBP 


The following options are being exercised: 


100,000 wanants originally issued through Warrant #3 dated 1 1/20/84, amended 
10/24/90, and transferred to Tensas Limited 4/13/92. 


110,000 options granted 8/4/86, amended 12/11/87, amended 8/8/89, amended 
10/24/90, and transferred to Tensas Linjit^ 4/13/92. 



R. Buchanan 

Lome House Trust Limited 


Lome House 
Castletown, Isle of Man 
British Isles 


CONFIDENTIAL 
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FAX TRANSMITTAL 


To: 

David Bester 

From; 

Shari Robertson 

Mike French 

Company 

Trident Trust 

Phmie: 

214 

Redacted by the Permanent 

Phone- 

011 44 1624 677055 

Fax: 

214 

Riibcommittee oh IhVeBtrgations 

Fax: 

0114416256205SS 

Date: 

Octol 

»er30, 1998 

Number of pages: 1 

Time; 

7:20 AM 


Comment; 

The Protectors of La Fourche Trust make the following recommendations effective as of 

November 1, 1998: 

Devotion to redeem $750,000 of Edinburgh stock. 

Devotion to sell $1,500,000 of Maverick Fund, l4d. stock to Greenbriar, Ltd. This sell would 
be effective as of 1 1/1/98 for value as soon as Irish Trust Company deteraiines the NAV/share, 
Michelle Boucher will make the arrangements to transfer the shares for value. 

Relish to reiteem $750, (KX) of Edinburgh stock. 

For your additional consideration for December would be a gift of $2,000,000 to University of 
Michigan. We will discuss this gift at our next meeting. 

For your convenience I have attached a projected cash flow statement. 

Copy: Michelle Boucher 


SOOCrescentCourt .Suit© 1000* Dallas, TX 75201 .214/860-4100. Fax 214/680-4104 
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Midielle Boucher 



To: "Francis Webb (E-ma8)" <fwe^ 
cc: Shari RobertsortfMaverick@r“ 
Subjeci; Woody Cre^ R^ich Umfted 


03/03/2000 07:12 AM 
Please respond t o 
^bsHer@ri|P|||||^^ 


The ...pr o.te.ct.oxs^...recoiranfind-. that- . you. maka._a_further. _investmeiit_.ln .. Woody., 
Management Trust in the amount of $500,000 (five hundred thousand dollars) . 

These funds are required to ensure that the properties have ready cash 
available to acquire additional TDK's (up to 6, averaging $150K each) 
should they come available. It is my understanding that the property 
manager hopes to acquire these by the end of April when it is expected that 
plans for the development will be submitted for approvaL 

I believe there is sufficient cash available in Devotion Limited to fund 
such additional investment. Please let me know if you need me to 
re~confirm wire instructions, which you should have on hand. 

If you have any questions, please call. 

Michelle 


I Permanent Subcommittee on Investigations 
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- Redacted by the Permanent 
■ Subcommittee on favestigatinn^ 


From: Michelle Boucher [mboucher@IUd^P 
Sent: Tuesday, January 29 , 2002 1:56 PM 
To: Crittenden, Michele 

Subject: some additional info on the transactions 
- Devotion bought $15Miilion of Ranger Fund LLC shares from 


for those shares. 

- Sarnia is lending the funds to Greenbriar as an intercompany 
companies - wholly owned by the same Trust. 

- Greenb riar is making a $15Mililon loan to Security Capatal 


Sarnia, so the transfer to Sarnia is to pay 
advance, Greenbriar are related 


MicheIN 


Permanent Subcommittee on Investigations I 
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From: Michelle Boucher [mboucher@(UJB^ 

Sent: Tuesday, January 29, 2002 12:46 PM 
To: Crittenden, Michele 
Subject: recap on cash flow 
$15M from Devotion to Sarnia 
$15M from Sarnia to Greenbriar 
$1 5M from Greenbriar to Security Capital (wire out) 

Andy Waliis will get yo u instruct ions fo r the first step today, and I hooe Anna will aet the next 2 to you 
fdaw^&. Bunrfnight Belomorrow.lfdaay is much prefeTTeai) 

Michelle 


Confidential Treatment Requested 


CC 012691 
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m^mmm ~ Redacted by the Permanent 
Subcommittee on Investigations 



Michelle Bou cher 
<rrt)Oucher@||||||| 


03/28/2000 10:46 AM 
Please respond to 


To: 

cc; 

Subject: 


Shari Robeit^xVMavei1ck€ 


Ltt8e Woody Creek Ranch Limited 


I-’-iR'-£-ryin9-t©-<get- -tki-s- soc-tred-out:— t:.o-j3e-- saId— t . Q -,Be.sa-le— .Ir.us.t-..lc,. th.e_nQxt 5 

- 10 days. 

There has been some back and forth on how to show the original funding in 
Devotion to WCRL to by the properties, but finally, in February I confirmed 
to Francis to go ahead with Devotion Limited being the sole share holder of 
LWCRL (as confirmed by Rodney) . What we also decided was that the full 
invested amount of approx $12M be reflected as a capital contribution (par 
value and share premium) . 

Now that I'm looking at selling the company to Bessie Trust, I don’ t think 
this was the best way to do it. I think we should have left it as Devotion 
holding the nominal shareholding (of say SlOO) with the balance of the 
funds being reflected as a interco advance from Devotion. That way I can 
sell LWCRL to Bessie Trust for $100 and have one of Bessie’s subsidiary 
companies assume the loan from Devotion (or advance the funds to LWCRL and 
have them repay Devotion - I don’t think it makes a difference) . 

If Bessie Trust has to buy LWCRL from Devotion for the full a2, 190, 000 I 
need to get money up to the Trust from a sub corp, which I know we don't 
want to do. Alternatively, I can have a subsidiary company (and If we have 
to go this route, I recoiruTtend we use the newly formed Spitting Lion as it 
was also formed for the purpose of a real estate transactiorj purchase 
LWCRL. This would be okay, but I'd prefer for LWCRL to be a sub of the 
Trust, rather than a sub of a sub of the trust 

Anyway - I’ve asked Francis to confirm that he did go ahead in February had 
has made the necessary changes to show all the investment as capital, and 
if so, to find out if we can take action to effectively reverse it 

I’ll let you know what happens - I just thought you should be aware of the 
back and forth on this. 

I’ve also sent recommendations today to clear up some intercompany balances 
and move some funds around between Bessie/Bulldog to make sure Bessie has 
money to buy LWCRL. 

Michelle 


Confidential 
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mmmmmm = Redacted by the Permanent 

Subcommittee on Investigations 



Michelle Boucher 
<n^ucher@4H[ 


03/29/2000 05:37 AM 
Please re^ond to 
::RVtXHJehef^|H|||||||||||||||||P 


To: Shari Roberteon/Maverlck@ii 


cc: 

Subjeta; Little Woody Credc Randi Mte to Bessie 


Good news (?!) Is th at Francis ha dn’t finalized the ' restcucturlng^ of^the_ 
transaction so from a corporate records perspective Devotion has 3.. 65 
invested in LWCRL’s capital stock and a loan to them for $12,193, 000. I'll 
to have Bessie buy LWCRL for $1.65 and have Yurta Faf advance LWCRi 
$12,193,000 and have LWCRL repay Devotion. Ken is moving funds around to 
get money available in Yurta Faf. I expect the sale etc. . . . will happen 
Monday. 

Michelle 
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.mmmmm = Redacted by the Permanent 

Subcommittee on Investigations 


FACSIMILE COVER PAGE 


TO; 

COMPANY: 

FAX: 

DATE: 


Barbara Rhodes 
Lome House 
011 - 44 - 1 - 624 - 822-952 
December Mtti, 1995 


From: Michelle Boucher 



We are Iransmilting 2 pasefs>. Please oontactllie undersign e d if tliere is a 
proBleiirivitii the trtuisaiissioii. 


Dear Barbara; 


Please find attached wire instnictions for the following entities; 

Scottislt Holdings, Ltd 

The Irish Trust Company (Cayman) Ltd. 


Please arange for the following amounts to be wired to Scottish Holdings on behalf of 
Bessie Sc Tyler. I suggest you use ftiiids from Bulldog and Pitkin entires, preferably 
Morehouse and Roaring Fork respectively, as lliey liave previously advanced money and 
Janak is working on a revolving loan agreement between fteni. However, havmg said 
ttiat, please advance funds front wliichever etitities have it available. 


Bessie 

Tyler 


$2,U3.33 

$1,046,67 


being payment for 21,333.33 shares @$0.10 
being payment for 10,666.67 shares @ $0,10 


par share 
per share 


1 expect the Protectorates to give a recommendation to advance some fluids to tlie Irish 
Trust Company/ Irisli Holdings in die near future. 


Please let me know die value date of the funds transfer so fliat 1 may expect it. 


Kind regards. 


Michelle Boucher 

Manager, Finance & Administration 

(unsigned as sent via personal computer) 
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From: 

Evan Wyly 

mmmimmm = Red^ted by the Permanent 

Sent: 

Friday, September 15, 2000 1:52 PM 

Subcommittee on Investigations 

To: 

Michelle Boucher <mboucher@(M0Bpp 


Subject: 

Re: Fw: michaels sales offshore 


Attach: 

attl.htm 



OK 


"Michelle- B.oucher!'-<mboudier@imi|( 
09/15/00 12:39 PM 


To: evan wyly 

cc: Shari Robertsoii/Maverick@i 
Subject: Fw: michaels sales offshore 


Copy fyi - 1 forgot to copy you initially. 

Michelle 

Original Message 

From: Michelle Boucher 

To: Shari_Robertson/Maverick%MAVERICKCAP@ 
Sent: Friday, September 15, 2000 12:11 PM 
Subject: michaels sales offshore 



I spoke to Sam today, he wants us to proceed with selling 200,000 Michaels 
Stores shares from offshore to aid in raising funds for Ranger/Precept projects. 

I would like to recommend selling 175,000 held by East Carroll, and 25,000 of 
the shares held by East Baton Rouge 

I confirmed with him that there is nothing going on with the company that 
should preclude us from being in the market at this time. He wants Lou to 
slowly acquire without impacting the market. 

Please confirm you are comfortable with me going forward to the Trastees. 
Michelle 

- attl .htm 


I Permanent Subcommittee on Investipations 
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E 

= Redacted by the Permanent 

«„hr,oramittee on Investiptiom — 

] 




From: 

"Michelle Boudier" <mboucher@flMHMI 



Sent: 

Friday, June 15, 2001 3:02 PM 



To: 

<Khenntnatonc^HIIHB 



Subject: 

fyi, transaction we are doing In ft\e trusts re:CA 




We are only doing this from offshore, but you should be aware. I've advised Shari as 
protector and she is on board. I’ve also cleared it through McCafferty to ensure we 
weren't doing anything to close to the date of Sam's planned activities. He is okay with 


Tt. 

We are buying S2.5M worth of S35 CA calls that expire on August 17th. 

Paying a premium of approx 7.29% which at the current trading price of $32,50 is $2.37 
per call. This is all being done through Lou. I've picked Sarnia for the transaction 
and sent everything to IFG. It should get put together Monday am, everyone has my 
numbers to reach me if they need to. 

Michelle 
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FAX TRANSMITTAL 


TO: Ronnie Buchanan 

COMPANY: Lome House Trust 

F AX: 

NUMBER OF PAGES (including cover): 26 


4 ^ 

FROM; «liari Robertson 


PHONE. (214) Redacted by the Permanent 
Subcommittee on InvestittationS 


DATE^ February 12, 1997 
TIME: 11:24 AM 


COMMENTS: 

As you will remember, the protectorate committee recommended that you consider that the Tyler 

Tmst (Souliearma) consider the purchase of collectibles and art work. I am attaching the 

following invoices fixim Maguerite Theresa Green and Associates, Inc.: 

Invoice 21801 for $44, 166.00 
Invoice 21806 for $ 9,093.00 
Invoice 21807 for $37,619.04 
Invoice 2 1 808 for $ 5,975.40 
Invoice 21809 for $ 2,857.80 
Invoice 21810 for $ 8,573.40 
Invoice 21800 for $ 3,637.20 
Invoice 21799 for $13,509.60 
Invoice 2 1 797 for $14,289.00 
Invoice 21796 for $ 3,377.40 
Invoice 21788 for $32,475.00 
Invoice 21787 for $ 8,261.64 
Invoice 21784 for 175,365.00 
Invoice 21782 for $12,178.13 
Invoice 21781 for $ 7,066.56 
Invoice 21780 for $15,588.00 
Invoice 21771 for$ 2,078.40 
Invoice 21770 for $ 3,897.00 
Invoice 21766 for $ 1,818.60 
Invoice 21798 for $ 1,039.20 
Invoice 2 1 803 for $ 14,029.20 
Invoice 2 1 804 for $ 1 6,237,50 
Invoice 21805 for $17,146.80 

Invoice total = $450,278.87 


Maverick Capital • 80B0 North Cenlral Expressway • Suite 1300 • 13.31 • Dallas, Texas 75206-1895 
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1^:44 P. 001/^1 



Lome House Trust Limited 

LomaEbu^ - Castktowa ' ZsleofMau * SritiefaMes 
Tti^lK»te-«-lfi34S23S79 > Fax-*- 1624822952 

Attn: Slarl Robertson, February 17th, 1997. 


Fixan: Barbara Wade 

Lon» House Trust Liauted 


t Page Pax 


Thank you yovr fsx. dated Fcbniaiy 12th. 

Please be K^Iscd t^t we have today instructed Bank of Betziuj^ ^ tra^sfier 
USD450,278.87 from Soulieana limited to Magucrite Theresa Green & AsKJciates, Inc. 


Regards, 


»^awcK 

BariTamWade 



tatwnMC bai»i^rwvlwM>iM«cM<m/ w m»i»wi br *• M, «r Hb> 

8«iM:48laa>«4>MiM.«m FlmiiW ewn^risn 


ib«temtte aastf? 

TirtN(l««- eiaes 


A J, ( ramimuiB ) pxLA. • iLBoobanan (Managine) * R.LC<dlistcr * hlO.Oiib(»meF.o.A. 

A.F.HdhIer • TlieBarlofltosseCUeluid} ’AE. Wider >i.ICBanMtC>fepal)(altenuue) • S.F.CainiB(aZtern^) 


TOTW. P.00a 


Permanent Subcommittee on Investieatlons I rnxnrmPMTTAi 

EXfflBIT #66 - FN 560 | seciooo666S9 

PS100078556 





3176 


. =. Redacted by the PenMnent 
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FROM: 

Shari Robertson 

PHONE. 

zurnmm 

FAX: 

214-tfHHIP 

DATE: 

April 21 , 1999 

TIME: 

10:00am 


FAX TRANSMITTAL 


TO: Michelle Boucher 

COMPANY: 


NUMBER OF PAGES (iucluding cover): / ‘j 


As in the past, the protectorate committee recommends that Tyler Trast (Soulieana Limited) 
consider Ae purchase of collectibles and artwork. I am attaching invoices from Marguerite 
Theresa Green and Associates, Inc. totalling $224,298.26. 

I am obtaining insurance on behalf of Soulieana, as requested. Pictures of these collectibles will 
come by courier with the original invoices. 

If possible, could these funds be wired AS SOON AS POSSIBLE since vendors need to be paid 
immediately. Wiring instructions are: First National Bank of Park Cities. Dallas TX, ABA 
1 1 1014325, for the account of Marguerite Theresa Green and Associates, Inc,, Acet. No. 



Thank you. 


300 Crescent Court • Suite 1000 • Dallas, Texas 75201 • 214/880-4056 
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npr- 0^-93 12:e3P M. GREEN & ASSOC. ZI4 See 04SZ P.07 

Invoice 

Marguerite Theresa Green and Associates, Ift!eS=®Nu'^r 

Invoice Date: 

4/1/9S 

Voice: Page: 

Fa*: 1 


Soulieina Limited 

c/o Lome House Trust Limited 

.CaE.tle.townj,..,lBle.^of:_Hau 

British Isles 

Customer IDsouoo o 

Customer PO Payment Terms Sales Rep ID Due Date 

Prepaid 4/1/99 

Description Amount 

DPSXalRS SITTIKO ROOM 

A mid- 19th century Chinese pottery figure of an elder. (87200.00 s San 

X 20%) ' 


PlisasE IJOTEi The above items do not Include sales tax. 
cartage, freight, orating, uncrating, storage, receiving, 
make-ready, delivery, or installation. All pricee and 
orders are subject to confirmation by manufacturer or 
workroom Vour signature and payment of deposit shown 
acceptance of this SOK- CANCELLABLE 
Ou« is due and payable upon receipt 
of goods by Marguerite Theresa Green and Associates Ino 
from manufacturer or workroom. Warranty of manuf acturer ' or 
workroom is only warranty offered. Cost of any freiSraS 
delivery damage and/or repair is responsibility of Client 
The price quoted in this proposal is valid for ten do) 
days. Thank youl i i ten iio) 


_ Signature for Acceptance 
Date: 


Check No: 


Subtotal 8,640.00 

Sales Ta* 712 . so 

Total Invoice Amount 9,352 so 

Payment Received 0 . 0 0 

total 9,352.80 


444S Travis St • Shop 101 - Dallas, Texas 7520S • (214) 528-0400 


CONFIDENTIAL 

SECHHM(«6«15 

PSM007S482 



3178 


Ari— QB-99 12;23P M. EBEEN & ASSOC. Z14 SZB 043Z P-5^ 


Invoice 

Marguerite Theresa Green and Ascxiates, 

invoice Date: 

4/8/99 

Voice: Page: 

Fax: I 


Soulieana Limited 
c/o Lome House Trust Limited 
li: .... Caatletown,.! .iBle; eit .H.an. 


British Islss 




Customer IDsooodo 




Customer PO 

PayTOnt Terms 

Sales Rep ID 

Due Dale 


j Prepaid 


4/S/99 

■ ' ''"'"’Tl.,,.. 

Deserlptlori 

- • 

Amount 

,CARD ROCM 




:A rare derby spill 
X 2DV) 

vase decorated with playing 

cards . ($9,000.00 ; 

10.800. 


PLEASE NOTE I The above items do not include sales tax, 
cartage, freight, orating, uncrating, storage, receiving, 
matce-ready, delivery, or installation. All prices and 
orders are subject to confirmation by manufacturer or 
workroom. Your signature and payment of deposit shown 
below indicate your acceptance of this NON-CAHCELIABLE 
CUSTOM ORDER . Balance Due is due and payable upon receipt 
of goods by Marguerite Theresa Green and Associates Inc 
from manufacturer or workroom. Warranty of manufacturer or 
wrkroora IS only warranty offered. Coot of any freight and 
delivery damage and/or repair is reaponslbility of Client 
The price quoted in this proposal is valid for ten (10) 
days. Thank you! ' ' 


_ Signature for Acceptance 
Datef 


Check No; 


Subtotal 
Sales Tax 
Total Invoice Amount 
Paym^it Received 
TOTAL 


10,800.00 

B31.00 

11,691.00 

0.00 

11,691.00 


4445 Travis St • Shop 101 • Dallas, Texas 7520S • (214) 528-0400 


CONFIDENTIAL 

SECI00066616 

PS100078483 



3179 


ApT--q8-99 IZ-.ZZP M- GREEN & ASSOC. Z14 SZB 0492 P . 03 

Invoice 

Marguerite Theresa Green and Associates, 

Invoice Date: 

4/8/99 

Voice: Eage 

Fax; 1 


.^|#fB;========-=-^^ 

Soulieana liimlted 
c/o Larne House Trust Limited 
Csstieta^.l of iHan 

British isles 


Customer IDsooooo 

Customer PO Paymant terms Sales Rep ID 

Prepaid ; 

Description 

MASTER SITTING ROOM 

A pair of oval rolled paper panels; each centering portraits of 
young ladies; one in a pastorial setting, the other, 
reading. (513,500.00 x 20V) 


Due Date 

Ala/93 

Amount 

IS, 200-00 


PLEASE NOTE; The above items do not include sales tax, 
cartage, freight, orating, uncrating, storage, receiving, 
maite-teady, delivery, or installation. All prices and 
orders are subject to confirmation by manufacturer or 
workroom. Your sl^nAture and paymant of deposit shown 
below indicate your acceptance of this N0N-CANCBL1ABI*B 
OTSTOM ORDER. Balance Due is due and payable upon receipt 
of goods by Marguerite Theresa Green and Associates, Inc 
from manufacturer or workroom. Warranty of manufacturer or 
workroom is only warranty offered. Cost of any freight and 
delivery damage and/or repair is responsibility of Client 
The priM quoted in this proposal is valid for ten (101 
daye. Thank you! ' ' 


_ Signature for Acceptance 
Date ; 


Check No: 


Subtotal 
Sales Ta* 
Total Invoice Amount 
Payment Received 
TOTAL 


15,200.00 

1,336.50 

17.536.50 
0.00 

17.536. 50 


4445 Travis St ■ Shop 101 • Dallas, Texas 7520S • ( 214 ) 528-0400 


CONFIDENTIAl 

SEC100066617 

PSI000784S4 



3180 


Apr-08'-99 12:23P M. GREEN & ASSOC. 214 S2S 0492 P.04 

Invoice 

Marguerite Theresa Green and Associates, 

Invoice Date: 

4/8/99 

Voi(»r Page. 

Fax: 1 


=Sn1ti=fc—===^-^=====— »"==---= 

Soulieana Limited 
c/q I«rtie House Trust Liraitad 
— Caatletown .1_I sle.. of ;MiW 
firicish IbIbs 


Customer IDsowoo o 

Customer PO Payment terms Sales Rep ID 

Prepaid 


DescripBbn 

UPSTAIRS HALLWAY 

Oil on canvas "Fisherman before Windsor Castle” . English 
school, 13th century. ($10, SOO . oo jc 20 ») 


Due Date 

4/8/99 

Amount 

12,600.00 


PLEASE NOTE; The above items do not include sales tax, 
cartage, freight, crating, uncrating, storage, receiving 
make-ready, delivery, or installation. All prices and 
orders are subject to confirmation by manufacturer or 
workro™. Your signature and payment of deposit shown 
Mow indicate your acceptance of this BON -CANCELLABLE 
cmTOK ORPER . Balance Due is due and payable upon receipt 
of goods by Marguerite Theresa Green and Associates Ino 
from manufacturer or workroom. Warranty of manufacturer 'or 
workroom is only warranty offered. Cost of any freight and 
delive^ damage and/or repair is responsibility of Client. 
The price quoted in this proposal is valid for tan (10) 
days. Thank you! 


Z si^ature for Acceptance 
Date: 


Check No; 


Subtotel 
Sates Tax 
Total Invoioe Amount 
Payment Received 
TOTAL 


12 , 600-00 

1,039,50 

13.639.50 

0.00 

13.633.50 


A4AB Travis St-*, Shop 101 • Dallas. Texas 7S205 • <214) S28-0400 


CONFIDENTIAL 

SECI00066618 

PSI00078485 



3181 


apr--Oe-33 12:23P M. GREEN 8 ASSOC. 21A BZS D43Z P . 06 

Invoice 

Maiguerite Theresa Green and Asscx:iates, 

Invoice Date: 

4/8/9S 

-Page 

Fax; 1 


=SeM^oF= — 

Soulieana Limited 

c/o Larne Houoe Trust Limited 

: CSaCletoSBj. J e 3,e;;o£^, Man 

British Isles 


Customer IDsouooo 

Customer PO Payment Terms Sales Rep ID Due Date 

Prepaid 4/8/S9 

Description 

aPSTAIRS HALLMAY 

A pair of paintings depicting buildings along a canal ruid 
figures on a wooded path. Oil on panel. Johannes Janson; Dutch, 

1729-1784. ($27,000.00 X 20V) 


Amount 

32,400.00 


I PLEASE KOTE; The above items do not include sales tax, 
■cartage, freight, crating, uncrating, storage, receiving, 
raake-ready, delivery, or installation. All prioas and 
orders are subject to confirmation by manufacturer or 
workroom. Your signature and payment of deposit shown 
below indicate your acceptance of this BOM-C3UIC3ELLaBLE 
CUSTOM ORDER. Balance Due is due and payable upon receipt 
of goods by Marguerite Theresa Green and Associates, Inc. 
from manufacturer or workroom. Warranty of manufacturer or 
^rkroom is only warranty offered. Cost of any freight and 
^live^ damage and/or repair le responsibility of Client 
The price quoted in this proposal is valid for ten IIP) 
days . Thank you 1 


_ Signature for Acceptance 
Date: 


Check No: 


Subtotal 32 , 400.00 

Sales Tax 2 , 673.00 

Total Invoice Amount 35, 073.00 

Payment Recelvad o . oo 

TOTAL 

35,073.00 


4445 Travis St ..Shop 101 • Dallas, Texas 7520S • (214) 528-0400 


CONFIDENTIAL 

SECI060666I9 

PSI00078486 



3182 


^Spr-pS-SIB IZzZZP M. GREEN & ASSOC. Z14 SZ8 0492 P . 02 

Invoice 

Marguerite Theresa Green and Associates, 

Invoics Date: 

4/8/SS 



c/o Iiorse Hauaa Truat Liailtad 
CiMtlefcq^, lel® of Xus 

--Brit-ifidi -i-sioo - r. __ — ^ 


Customer iDJBOTJOOO 

Customer PO Fayment Terms Sales ReyiD "" Due Date 

Prepaid ; V8/*S 

Description _ — _ ^uni 

opsrMRS aiTiisQ room 

A pair of George III carved gilt wood wall braclceta. ($28, 500 .00 34,200 OQ 

X 20%) 1 


PLEftSB SOTBs The abova Itona do not inoludo saloa tax, 
caxtagOr feeigtit, crating, uncrating, atoragep rocalviaa 
naka-ready, delivery, or Inatallatlon, All prleaa and 
ordera are eubject to eosflxiiiatlon by manufacturer or 
workroom, your aignatura and paymant of depoait sbown 
aecoptonoe of thle MCW-CAHCSUJkSl,* 
COSTCW OSDBR. Balance Cue la due and payable upon receipt 
of gooda ^ Marguerite Thereaa Green and Associatea, lacT 
frcm manufacturer or workroom. Warranty of manufacturer or 
wrk«om la only warranty offered, coet of any freight and 
tolivety damage and/or repair la rasponaiblllty of Client 
The pri« quoted in thle propoael is valid for tan (101 
day*. Thank you! 


Ignatura for heeoptnneo 


Check No; 


Subtotal 
Sales Tax 
Total Invoice Amount 
Payment Recolveel 
TOTAL 


34,200.00 

2.821.50 

37,021.50 

0.00 

37,021.50 


4445 Travis St • Shop 101 • Dallas, Texas 75205 • (214) 52843400 

CONFIDENriAi 

SECI00066620 

PSI0007S487 



3183 


Apr— Oe-99 1Z:23P M. GREEN & ASSOC. 21« SZS OA92 P.OS 

Invoice 

Marguerite Theresa Green and Asscxiates, 

Invoice Date; 

4/8/99 

Voice; , *age 

Fax; X 


Souliaaita Limited 

c/o Lorne_Hou8e_Tiru8t Limited 

Gast-iecowriT - Xs-ie '-’o£rHan 
Britieh Xalee 

Customer IDsouooo 

CustonSerPO | Payment Terms Sales Rep ID Due Date 

i Prepaid 4 / 8/93 

Amount 

UPSTAIRS SITTING ROOM 

A George III faded mahogany oval breakfast table on a ouadruoed 32 non nn 

pedestal base . ($27, OOO . 00 x 20%) j^,«uu-uu 


PLEASE l^TBs The above items do not include sales tax, 
cartage, freight, crating, uncrating, storage, receiving 
make-ready, delivery, or Installation. All prices and 
orders are subject to confirmation by manufacturer or 
Your signature and payment of deposit shown 
below indicate your acceptance of this non- CANCELLABLE 
CUSTOM ORDER. Balance Due is due and payable upon receipt 
of goods by Marguerite Theresa Green and Associates, incT 
from manufacturer or workroom. Warranty of manufacturer or 
workroom le only wa^anty offered. Cost of any freight and 
delivery damage and/or repair is responsibility of Client. 
The price quoted in this proposal is valid for ten (ID) 
days . ThanJc you I 


_ Signature for Accepcanoe 
Date: 


Check No: 


Subtotal 
Sales Tax 
Total Invoice Amount 
Payment Recced 
TOTAL 


32 . 400.00 
2 , 673.00 

35 . 073.00 
0,00 

35 , 073.00 


4445 Travis St. Shop 101 • Dallas, Texas 7S20S • (214) 528-0400 


CONFIDENTIAL 

SECI00066621 

PSM0078488 



3184 


Apr— 00-9^ 12s2AP M. QREEN & ASSOC. Z14 5ZS 0492 P.iO 

Invoice 

Marguerite Theresa Green and Asscxiates, 

invoice Date: 

4/8/9S 

Voioe: Pagei 

Fa*: 1 


Soulieana Limited 
o/ojiorae House T^at Limited 
- — ^ Castletown, ^ lBleT,dfr;MenI17::“ ;; : 
British Xslea 


Customer IDsoco o o 

Customer PO ' Payment Terms Sales Rep ID 

Prepaid 

Cescription 

. LIBSASY 

A pair of Canton vases with wood bases. (?12,500.0D x 20 V) 


Due Date 

4/8/99 

Amount 

15.000,00 


i PLEASE NOTBi ^ The apove items do not include sales taac, 
cartage, frerght. crating, uncrating, storage, receiving 
make-ready, delivery, or installation. All prices and 
orders are subject to confirmation by manufacturer or 
workroom, Your signature and payment of deposit shown 
below indicate your acceptance of this HON -CANCELLABLE 
CUSTOM ORDER. Balance Due is due and payable upoTreceipt 
of goods by Marguerite Theresa oroen and Associates, Inc. 
from manufacturer or workroom. Warranty of manufacturer or 
TOrkroom is only warranty offered. Cost of any freight and 
delivery damage and/or repair io responsibility of Client. 
The price quoted in this proposal is valid for ten (10) 
days. Thank you I 


_ Signature for Acceptance 
Dato r 


Check No: 


Subtotal 
Sales Tax 
Total Invoice Amount 
Payment Received 
TOTAL 


IS, 000,00 
1,237.50 
16,237.50 
0.00 
16,237.50 


4445 Travis St . Shop 101 • Dallas, Texas 7520S . (214) 528-0400 


CONFIDENTIAL 

SECI00066622 

PSI00078489 



3185 


Bipr—OB-SS 1Z;Z<»P M. GREEN a ASSOC. 


214 5ZB 0492 P.03 


Voice: 

Fax: 


Invoice 

Maiguerite Theresa Green and Associates, line*?® 

Invoice Date: 

4/S/S9 

— Pager 

1 


SoffToi 

Soulleana I>lmitsd 

jr/xi-l<orne_HQuse._.Ti3jBt_JjJatted 

” Caetiecownr -Isle -o-f- Man — - - 

British Isles 


Customer IDsonooo 

Customer PO I Payment Terms r Sales Rep ID 

Prepaid 

Description 

MItSTER SITTSG ROOM 

A pair of gilt brackets with Phoenix. ($1,200.00 x 20%) 


Due Date 

4/8/99 

Amount 

1,440.00 


PLEASE NOTH: The above items do not include sales tax. 
cartage, freight, crating, uncrating, storage, receiving, 
make-ready, delivery, or installation. All prices and 
orders are subject to confirmation by manufacturer or 
workroom. Tour signature and payment of deposit shown 
below indicate your acceptance of this NON-CANCELLABLE 
CUSTOM ORDER. Balance Due is due and payable upon receipt 
of goods by Marguerite Theresa Green and Associates, Inc. 
from manufacturer or workroom. Warranty of manufacturer or 
workroom is only warranty offered. Cost of any freight and 
delivery damage and/or repair is responsibility of Client. 
Ths price guoted In this proposal is valid for ten (10) 
days . Thank you ! 

■ signature for Acceptance ' ~ — — . . ™ 

; Date: 


SubtoN 1,440.00 

Sales Tax lig .so 

Total Invoice Amount i , ssa . so 

Cheek No: Payment Received o do 

TOTAL 1 . 558 , 80 


4445 Travis St - Shop 101 . Dallas. Texas 75205 • (214) 528-0400 


CONFIDENTIAL 

SECI0006662J 

PSI00078490 



3186 


/i^r- 081-99 IZiZ^P M. GREEN & ASSOC. 


214- S28 0492 


P.12 


Voice; 

Fax: 


Invoice 

Marguerite Theresa Green and Associates, 

Invoice Date: 
4/8/99 

T»ager 


Sold To: 

Soulieana Limited 

House Trust Limited 

dastleto^', ' Xsl'e"'0'f'^ Man 

British Isles 


Customer IDsouooo 

Customer PO 

Payment Terms Sales Rep ID 

Due Date 


1 Prepaid | 

: 4/8/99 


bescr^tlon 

Amount 

CARD ROOM 

A pair of Victorian 

walnut brackets. ($400.00 x 20%) 

! 480. 


PLSASE NOTB: The ahove items do not include sales tax, 
cartage, freight, crating, uncrating, storage, receiving, 
make-ready, delivery, or Installation. All prices and 
orders are subject to confirmation by manufacturer or 
workroom. Your signature and payment of deposit shown 
below indicate your acceptance of this wow- rawre r.T ap t . v , 

. CUSTOM ORDER. Balance Due la due and payable upon receipt 
of goods by Marguerite Theresa Green and Associates, Inc. 
from manufacturer or workroom. Warranty of manufacturer ox 
workroom is only warranty offered. Cost of any freight and 
delivery damage and/or repair is responsibility of Client. 
The price quoted in this proposal is valid for ten (10) 
days . Thank you I 

Signature for Acceptance “ 

Date ; 


Subtotal 480.00 

Sales Tax 39. so 

Total Invoiea Amount sis. so 

Check No; Payment Received o ! oo 

total S19.60 


4445 Travis St> Shop 101 . Dallas, Texas 75205 . (214) 528-0400 


CONFIDENTIAL 

SECI000S6624 

PS100078491 



3187 


A^r— Op-99 12:Z4-P M. SREEN & ASSTC . S2S 0492 

Invoice 

Marguerite Theresa Green and Associates, line*®® 

Invoice Date: 

4/6/99 
(^06^ 

Fax: 1 




Soulieana Limited 
c/o Lome House Trust Limited 
Castletown, Isle of -Man - . 
British. Isles 


Customer IDsooo o o 
Customer PO 


Payment Terms 

Prepaid 


Sales Rep ID 


Description 


A pair at 19th century mirrors with contemporary mahogany 
frames. (S3 , qoo. DO x 20%) 


Due Date 

4/8/93 

Amount 

3,600.00 


PLEASE tJOTEi The above items do not include sales tax, 
cartage, freight, crating, uncrating, storage, receiving, 
mafce-ready, delivery, or installation. All prices and 
orders are siibjeet to confirmation by manufacturer or 
vrorkroom. your signature and payment of deposit shown 
below indicate your acceptance of this NOS- CANCELLABLE 
Ct3ST^ ORDER. Balance Due is due and payable upon receipt 
^ of goods by Marguerite Theresa Green and Associates, Inc. 
from manufacturer or workroom. Warranty of manufacturer or 
workroom is only warranty offered. Cost of any frsight and 
dellvenr damage and/or repair is responsibility of Client. 
The price quoted in this proposal is valid for ten (10) 
days. Thank youl 


Z signature for Acceptance 
Date ! , 


Check No: 


Subtotal 
Sales Tax 
Total Invoice Amount 
Payment Received 

total 


3.600.00 
297.00 

3.897.00 
0.00 

3.697.00 


444S Travis St eShop 101 • Dallas, Texas 75205 • (214) 528-0400 


CONFIDENTIAL 

SECI00066625 

PSI0007S492 



3188 


Apr^^-OS-99 lE = 2tP M. BREEN S ASSOC. 214 628 0492 P-13 _ 

lovoice 

Marguerite Theresa Green and Associate, 

invoice Date: 

•l/i/93 

Page^ 

Fa*: 1 


■SoRnl!“ ======-===.-™ 

Soulieaxia Limited 

c/o Lome Bouee Trust Limited 

~ Castletown >- Isle-of- Man- - - 

British Isles 


mmmmmm = Redacted by the Permanent 
_^^__^_Subconurattee_wiJnve^gatioi^ 


Customer fDsouo 0 o 

“Customer PO Payment terms ; Sates ID 

j Prepaid 

Description 

bath 

A set ot 2 "Parian" wall shelves , ($1800 . 00 x 20V) 


Due Date 

4/8/S5 

Amount 

2,160.00 


PLEASE NOTE* The above items do not include sales tax, 

freight, crating, uncrating, storage, receiving, 

I make-ready, delivery, or installation. All prices and 
orders are subject to confinnation by manufacturer or 
workroom. Your signature and payment of deposit shown 
■below indicate your acceptance of this NCW- CANCELLABLE 
CUSTW ORDER. Balance Due is due and payable upon receipt 
of goods by Marguerite Theresa Oreen and Associates, Inc. 

: from manufacturer or workroom. Warranty of manufacturer or 
workroom is only warranty offered. Coat of any freight and 
delivery damage and/or repair is responsibility of Client 
•The price quoted in this proposal is valid for ten. (10) 
days , Thank you I 

Z signature for Acceptanee ^ - - 

Date r 


Subtotal 2,160.00 

Salsa Tax i78,2o 

Total Invoice Amount 2,338.20 

Check No: Payment Received 0 00 

TOTAL 2,338.20 


4445 Tra\4s Si# Shop 101 • Dallas, Texas 75205 . (214) 528-0400 


CONFIDENTIAL 

SECI00066626 

PSI00078493 



3189 


^^-0^-39 12:2&P M. GREEN * ASSOC - 


214 SZB 0492 


Invoice 


Mar^erite Theresa Green and Associates, 


Voice; 

Fan: 


lnv<^ Date: 

4/8/99 

Page; 


^--====-,-=_ 

Soulieana Limited 

c/o Lome House Trust Limited 

- Castletown-,- Isle-of- Man 

British Isles 


Cydtomer IDsouooo 




Customer PO 

Payment Terms 

Sales Rep ID 

Due Date 


Prepaid 


4/8/99 


De»cription 


Amount 

G0SST BEDROCK 

A five piece set of 

creanware. ($3200.00 x 20 tr) 


3,840. 


PLEASE NOTH: The above items do not include sales tax, 
cartage, freight, crating, uncrating, storage, receiving, 
make-ready, delivery, or installation, ftll prices and 
orders are subject to confirmation by manufacturer or 
workroom, Your signature and payment of deposit shown 
below indicate your acceptance of this NC»I- CANCELLABLE 
CUSTOM ORDER. Balance Due is due and payable upon receipt 
of goods by Marguerite Thereea Oreen and Associates, Ine. 
from manufacturer or workroom. Warranty of manufacturer or 
workroom is only warranty offered. Cost of any freight and 
delivery damage and/or repair is responsibility of Client . 
The price quoted in this proposel is valid for ten (10) 
days . Thank you ! 

Z Signature for Acceptance " 

■ Date: 


SuWrtal 3,840.00 

Sales Tax 3 IS. so 

Total Invoice Amount s.iss.so 

Cheek No: Payment Received o . oo 

TOTAL 4,156.80 


4445 Travis St . Shop 101 . DSIas, Texas 752C» • (214) 528-0400 

CONFIDENTIAL 

SECI00066627 

PSI00078494 



3190 


12-.26P M. GREEN a ASSOC. ZIA 528 0492 P-14 

Invoice 

Marguerite Theresa Green and Associates, 

Invoice Date: 

4/8/S9 

\fticK~ — Cage;- 

Fait: 1 


"ToKTTof ^ == ^ 

Soulieana Limited 

c/o Lome House Trust Limited 

— Gast-letovm-, -Isle. of. Man 

British Isles 


- . Redacted by the Pemianent 
Subcommittee on investittations 


Customer IDSO 0 OOO 

Customer Pd i Payment Terms | Sales Rep ID 

Prepaid 


Description ' 


hS CLOSET 

Bronze and crystal lamp baae. Not wired, 
included. ($500. 00 x 20t) 


lamping ndt 


Due Date 
4/8/S9 

Amount 

600,00 


PLEASE NOTE: The above items do not include sales tax, 
cartage, freight, crating, uncrating, storage, receiving, 
raaXe-^ ready, delivery, or installation. All prices and 
orders are subject to confirmation by manufacturer or 
workroom. Your signature and payment of deposit shown 
below indicate your acceptance of this non-CANCELLable 
CUSTOM ORDER . Balance Due is due and payable upon receipt 
of goods by Marguerite Theresa Qreen and Associates, Inc. 
from manufacturer or workroom. Warranty of manufacturer or 
workroom is only warranty offered. Cost of any freight and 
delivery damage and/or repair is responsibility of Client 
The price quoted in this proposal is valid for ten (10) 
days . Thank you ! 

I Signature for Acceptance ' — 

Datte: 


Subtotal 600,00 

Sales Tax 49 . so 

Total Invoice Amount 649,50 

Check No: Payment Received 0.00 

TOTAL 649.50 


4445 Travis St - Shop lot . Dallas. Texas 7520S . (214) 526-0400 


CONFIDENTM, 

SECI»0066628 

PSI0007S495 




3191 


^r-<JjS-99 01:26P H. GREEN & ASSOC. 214 BEB 049Z P.OZ 

Invoice 

Marguerite Theresa Green and Associates, IftlST 

Invoice Date: 
4/9/99 

Page: 
r 


Fast: 


Sold To: 


c/o Itprnc Hous« Xirunt lalnlt*d 
Castlatown,, isle of MOm 
Brltiali-Isiea . 


Customer ID«ouooo 


Customer PO 

Payment Terms 

Sales Rep ID 

Due Date 


Prepaid 


4/9/5? 



Description 


Amount 


ACCTSSORXES 

A set of 8 Btiglish glasses. ($2000.00 x 20%) 
2 Irish glass decanters. ($440.00 x 20%) 


PIiSASS HD^: The above Itenui do not include sales tax, 
*^“^*•*9®* freight, crating, vtaeratlng. storage, receiving, 
maksTeady, delivery, or installation. All prices and 
orders are subject Co oonflcaation by aanufaeturer or 
' signature and paynant of deposit shorn 

bel Qv andicats your acceptanoe of this KONoCAlK!Bl;*LABX*B 

I 2:* Parablfu^^SLipt 

I of good, ^ Marguerita Tbereaa Greas and Aaaoofatea, lacT 
from manufacturer or workroom. Warranty of manufacturer or 
workroom la only warranty offorad. Coat of any freight and 
delivery damage and/or repair ia reaponaibillty of Client. ° 
p*'ica quoted in thia propoaal la valid fer'ten (10) 
daya. Thank you! 


_ Signetura for Aceaptanea 
Dete j 


Subtotal 2,928.00 

Sales Tax 241. S6 

Total Invoice AriKHint 3.169.5S 

Check No: Payment Receh^ 0.00 

TOTAL 3,169.5fi 


4445 Travis St • Shop 101 • Dallas, Texas 7S20S • (214) 528-0400 


CONFIDENTIAL 

SECI00066629 

PSI00078496 



3192 


i%pr— Olszep M. GREEN & ASSOC. 214 520 0492 P.Ol 

Invoice 

Marguerite Theresa Green and Associates, 

Invoice Date: 

4/S/9S 

£agft- 


Voteef 

Fa*: 




aoulleoBa Iiisitad 
c/o Corns Kouse TcuaC Limited 
Castlstoen, lala of Han 
- Briti-ah— leiaa — - 


Customer IDSOTOOO 


Customer PO 


Payment Terms 

“ Prepaid 


Salas Rep ID 


Descnpllon 


lOUEBT ROOK 

'a pair of Staffordshire creaaiware plaquee of *Patricia and Her 
I Lover". ($3780.00 x 20t) 

I A Staffordshire creemvare plaque of John Phillip 
|KsBbla. ($1820.00 X 20%) 


I PLBASE HOvar The above items do not inolude salss taxr 
cartage, freight, crating, uncrating, atoraga, receiving, 

. nake-ready. delivery, or Inatallation. All prices and 
I ordere ara subject to confirmation by manufacturer or 
workroom. Your aignatura and peymeat of deposit shown 
I below indicats your aeeaptanea of this >I0»-cauicSLLABLB 
: CUSTOM OBORR. Balance Cue la due end payable upon receipt 
of goods by Hargoerite Sheraae Qraen and Associates. Inc. 

: trora manufacturer or workroom. Warranty of manufacturer or 
wortooom la only warranty offered. Coot of any freight and 
,^llvepr damage and/or repair la responsibility of client. 

I ^a price quoted in this proposal is valid Cor ten (10) 

I days. Thank you) 


i Z signature ior Acceptance 
i Dat.«t 


Due Date 
T7S/99 

Amount 

4,S3S.0D 

2,184.00 


Check No; 


Subtotal 
Sales Tax 
Total Invoice Amount 
Payment Received 
TOTAL 


6,720.00 

554.40 

7,274.40 

0.00 

7,274.40 


4445 Travis St . Shop 101 . Dallas, Texas 75205 - (214) 528-0400 
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"Michelle Bou cher ' 
<mboucher@dH 


11/17/2000 07:56 AM 


To: KemethJ@jmi0R 
cc; Shari Rotertson/Maverid<@ 
Subject: audubon asset 


Ken, 

The protector company is recommending the acquisition of various pieces of art 
from Co mp uter A^socia^es^^ The total acq uisition price wi ll be $669,735 . 

I hope to have the Invoice shortly, and expect that payment will be required 
early next week. I assume there will be enough funds available at Bank of 
Bermuda, pursuant to our earlier correspondence this week. 

Michelle 

D - atti .Mm 


Pprnianent Subcommittee on Invc rtigiitions 

EXHIBIT #66 - FN 561 


Confidential 

SEC_ED00044504 


PSI ED00044504 



3194 


— — - Redacted by the Permanent 

«— Subcommittee nn InvestiwHn„, 



Michelle Bou cher 
<mboucher@m|[|||||||P 


11/04/1999 01 :32 PM 


To: 

oc: 

Subject; 


ShOT Robertson/Mav8rick@f| 


Items lor trustees 


Trident: 

- I have received the tax exempt certificates for the Trident entities 

La Fourche Trust - 

-po’ssrSre' sale ’of '^ocTdy'Creelc “Ranch 'XXraItcd'~tcr'B‘e^Te'' Trust “f’or'a “note” 
with Woody Creek Ranch Limited shares as collateral (Interest rate ?) 

- Francis has not yet seen any original Trust documents for execution 

regarding the Woody Creek Ranch Management Trust (he may ask about them - 

I’ve emailed Elaine today asking her to follow up on this) 

Tyler Trust 

- acquisition of CW family properties through Tyler Trust, via loans 
from Elegance (Trident) and Quayle (Northern Bank) 

- long term strategy 

- long term cash flow management 


IFG 

Bessie Trust 

- acquisition of Woody Creek Ranch Limited from La Fourche using a note 

- ongoing cash requirements for the property - construction plans ($3M) 
and annual mtce costs 

- future property acquisitions 

- cash management 

Moberly Limited 

- status of receiving legal opinion from Slmcocks for the Sv9W 
transaction 

- possible sale or redemption of FUND to raise cash for liquidity 
Castle Creek 

- loan of money to Tyler Trust (Trident) to acquire CW properties 
Other items FYI: 

- Trident has a query on Edinburgh Depreciation Deposit adjustments made 
earlier this year ~ I have not responded yet - Francis & I discussed this last 
week (I know it's outstanding if they bring it up with yoi^ . 

- Trust reporting. We are posted through 9/30, but I have not given a 
thorough review, and I am aware of a few problems on some small items - so I'm 
not happy to release them yet. I have told the various trustees that I hope 
to have these for them by the end of next week - but I think some of them 
(Francis, in particular ;)) was anxious about not having them going into your 
meeting next week. I told him I doubted that you and Mike would want to 
discuss and detailed accounting related matters, and he shouldn't worry. 

- Overall, I think that cash flow is the biggest issue right now I also get 
the feeling from IFG (which I think you do too) that they've agreed to be 
fairly aggressive lately and are feeling somewhat anxious about it. I think 
they'll need some reassurance possibly some pacifying. Ken seemed to be 
particularly miffed about Lehmans not following through with the notices on 
the collateral movement last weekend. I think he felt they agreed to the 
movement of the collateral in good faith, on the condition that they received 
the notice over the weekend and then didn’t get it. (I may be making a bigger 
issue of this than needs to be, but Ken did sound a little funny, which really 
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isn't Ken) 

- Francis coiruuented after the fact on being very rushed on moving forward with 
the Woody Creek Ranch closing. Which he was, but that’s life. He knows that 
we will give them more time with the future acquisitions. 

Well I think I’ve begun to ramble too much :) Let me know if you have 

But yuu liuoU to go — — 

I am totally happy to be on the other end of a speaker phone during the 
meetings, so let me know if you’r e going to plug me and at what times. 


I feel tremendously guilty that I’m not going, and am going to miss the chance 
to spend the time with you and touch base with all the Trustees. 

Michelle 


Confidential 
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From: 

Sent: 

To; 

Cc: 

Subject; 


Michelle Boucher <niboucher@^|||||||||P> 
Thursday ^Septen^er 06, 2001 9:14 AM 
jfrederick^lMimP 

Lara Haskins <lhaskins(§|mi||^; khennington 
FW: Projections 


Jana, we have requested S3.6M for Two Mile Ranch and $1.5M for Cottonwood. I expect the 
_t_rustees_ wil^l_have it to_roqve to you Tuesday or Wednesday next week. Lara will advise you 
as soon as we are notified of the value date of the transfer. ^ ' 

Also, I will need a breakdown of how the money is being spent on TMR. We need to break 
costs out by overall property development vs. individual house construction. Keeley and I 
spoke about this earlier in the year and I think 

you were going to set up sub a/cs in Total Return to track it. We need to 

touch base on this again. Let me know what you guys are doing, so we can make sure we get 

the right reporting to allocate it in our system. 


Michelle 


-Original Message 

From: Michelle Boucher {mailtorraboucherU 
Sent: Monday, Septem be r 03, 2j3 01 11:24 AM 
To: evan_wyly0f^^mB||||||^^^ swyly(| 

Cc: Lara Haskins; davidh^^^HHI^^' annab 
Subject: Fw: Projections 


FVI, an update on near term cash flow needs for the Aspen properties. 
Michelle 


Original Message- 

From: Kristin kkristin^ 

To: jfrederick@|||||[||m|P <jfrederick^ 

Date: Monday, September 03, 2001 12:13 PM 
Subject: Projections 


Michelle Boucher <mboucher@( 


I just received a three month projection of expenditures from Fenton Construction. For 
the ranch, they are projecting $3 million over the next three months. I'm expecting 
approximately S200k per month for the ranch in other expenditures (i.e. architects, 
design, engineers, etc.). So for the ranch, let's plan on 1.2ro per month through 
November . 

For Cottonwood II, Fenton Construction plans on SI. 2m in expenditures over the next 3 
months. Let's say $500k per month for Cottonwood II until November. 

If you have any questions, please feel free to email or call me. Thanks. 

Kristin 


Permanent Subcoininltt^ ob Inv^tj^ atinns 
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Og/08 *01 18:4a 


SABMA INVESTMENTS LTMTTEn 

(Incorporated in the Isle of Man No: 52403) 


Otrecion: 


Rttgistered Office: 


K~G. Harding 
M Ccfbiard (Irisf^ 


/nlemaiionat Meuse, 
Castle urn 
Victorta Road, 


Isle <ifMan. 


Tel: (01624) 630600 
Fax: (0J624) 624469 


Ref; AB>«LX)/SAKNIA-L2.1 

6* September. 2001. 

IS-CoB SIER 

Michele Crittenden 
I^hman Brodi^ 

Texas Qgnmeroa Tower, 
Suite 2500, 

2200 Ross Avenue, 

Dallas, 

Texas 75201, 

United States of America. 

Dear Michele, 



To be irantmilted by Txe and Post 
FaiNo; 001— I 



From cash realised fiom recent stock sales please effect the following wire tiansfer:- 


AmottnC 

Bank: 

ABA No: 

SwnB Address: 
Account; 

Account No: 

Swift Address; 

For further credit to: 
Account No: 
Reference: 


USSl.500,000 

(One hGUios, Five Hondied Iboasand XB Dollars) 
Citibank N.A., 11 1 Wall streeh New York City. 
021000089 
CmUS33 


Bank of Bennuda (Isle of Man) Limited 


BBDAJMDX 
Cottonwood II Limited 


Samia Investments T.imttfvt 


Thanking you in advance for your assistance in this matter and confirming that the original 
iastnKtion will be forwarded to you by Courier. 


Yours faithftiUy, 



Permanent Subcommittee on Investigations 

EXfflBIT#66-FN563 


L Harding, 

lOTised "A” 


CC 027321 
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To: <evan_wyly^ 

cc; 


<swy1y^ 


tr a deab l e s l od r- 


05/23/01 03:26 PM 


On Friday May 18th, Lelvn^s confirmed a closing price on SCOT of $15.13 and booked tie sate of 
270.000 shares between IFG and Trident entities. The trustees at Trident are now able to sell these 

The stock has been selling between $14.75 and $15.75 for the past two weeks. The P/olectore are 
prepared to recorrmend that the trustees use Lou Schaufele to nnove the stock out in the mark^, at his 
disorefion bUTat rib less than $15 per share. The trusteeswill also ask Lou to keep an eye fotany 
opportuniOes for large block trades. The protector recommendation will go out overnight and trading 
should commence tomorrow. 

ru keep you updated on trading volume and pricing. 

Michette 


permanent Subcommittcg on Investieations 
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From: 

Sent: 

To: 

Subject: 


Keeley Hennir^ton 
Thursday, June 14, 2001 8:28 AM 
“Michelle Boudier" <mboucher(gJ| 
Re: allocations to LLCs 




I did not fully appreciate all you had to go through until I saw all this. I have walked 
through it," But" would hot say ' I fuiry'uh"derseahd "eve"ryt'hing; ' If you gefS minute~ and %?ant 
to walk me back through it, that would be great. I will be in until abour 1:00 today and 
then I have to go out to Tango and ChaCha to help with an insurance issue. Maybe we can 
talk Tuesday 


The preceding e— mall message (including any attachments) contains information thau may be 
confidential, or constitute non-public information. It is intended to be conveyed only to 
the designated recipient (s) . If you are not an intended recipient of this message/ please 
notify the sender by replying to this message and then delete it from your system. Use, 
dissemination, distribution, or reproduction of this message by unintended recipients is 
not authorized and may be unlawful. 


"Michelle Boucher” <mboucher| 
06/13/01 12:16 PM 


To: <DavldHi 
cc; 

Subject! allocations to LLCs 


, <)chennington@| 


Here you go - have funl Call me when you are ready to discuss :-) 

- swsubfunds.doc 

- swalloc301.xls 



swsubfunds.doc (30 swraik)c301.x!s(61 
KB) KB) 


Confidential 
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_ JUN ^ 2^2 12-47 FR BANC CF R 2143032980 TO MARGIN P.05/05 



(lacorparatediatiafeUofMan No: 77573C) 

Direcom: 


R^isnTtd OIScK 


K.Q. HardiRS 
Betibauo) 




teenaaona Home, 
Caste Hi!}. 

\^ciom iLsed. 

.xmsiis... 

UleoTMu, 

042 4SS. 


Tei; (01G34} dSOfiOO 
Pw: (0}a<) 634469 


* * * FACSIMILE tRANSMISSION * « * 

Tht inronAii(iei& ooatufied iii Uiis in is cooSien^ ead/or privileged; This )tx s rnanded to be read 
only oy pcrsoaiamcd below. Ifriic n^cr of this &( is not dts iotGoded mipient eroi^resenwiivc 
cf Pie iuendsti Teeipicnt you ue iuTAy Boli&il Ihei any icview, dirsenuaerioa or e^tying of this in is 
prohibited. If you beve uot reeavcd ill the pngn or iuve tcKived this fa.x in errer, pleise ncRi& Pk 
sender by telephone and rourn dris fu to rite unda udu ^ve adifress. 


Page 1 of 

fTOTBl SW) 

DUcr 3"* 3*6,2002 

Tu^ Seiin 


Pax No: 00! 214 303 29S0 
Operator Re£ INST I DISB 

TO; 

MICHELE eWTTENDEN 

BANK OF AMERICA SECURITTES XXC 


FROM- 

ANNA BENBATOUL 


REF; 

AB;KW/CR1TT3F4.1 . 



ACCOUNT »HmiBER «3-1196.1 / 

Tliis faxed instruction supercedes ourfex of cailicr today. Tie earlier msTrucdon should be 
disregarded. 

We are shortly exjiecting a credit ef USS3.000,0(KI into the above account. Upon receipt please 
liquidaie sufficient rnoney fiinds or US Agency Bonds as appropriate to bring the cash balance to 
US$5,000,000, 


Once sufficient funds have been liquidated, we should be graiehil if you would arrange for 
US S5.0OQ,00Q t o be transferred to the following account details;* 

IBJ Whitehall Bju^ & Trust Company, New York 
026-007*825 
782 

Qucensgate Bank & Trust Compaity Limited 


Bank: 

ASA Number; 
CHIPS Number: 
For account: 
Reference: 
Account: 


Seew^ Capital Limited 
This payment Is being made to enable the company to acquire a work of art. 


APPROVeO 

JUN 03 2® 


Thank you for your assisonce in ihis maitcr. Should you have any queries in conneetion ^SKuPERviloH 
transaction, please contact Anna Benbatoul on die above telephone number. 
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'^idheiie Boudi^ 
<mtK)udi8r@candw.^ 
07/16/03 09:44 AM 


To <Khennington@| 



Please r^pond to 

bcc 


<mbouc^e|aMHHB 

cLEjso n..r.K5eaji1iycdnia 


I think it doesn't hurt but I think we need to tone down some of the 
assign ment language to indicate maybe that SW won't assign the notes without 

'"prior nocTfTc a t' i of i a n d '" ' _ 

just notification what do you think? 

Original Messag^^^^— 

From: <Khenrdngton€flHBHIilll^ 

To : ''Michslle Bbucher*' <mb6ucher|mil|HH^ 

Sent: Wednesday, July 16, 2003 9:30 AM 
Subject: Re: Pw; security capital 


> So what do you think about this? i don't really like it but not sure it 

> hurts anything. I am also okay with $10M but I think David needs to be 

> aware that we may be coming back to him at a future date. 


> The preceding e-mail message (including any attachments) contains 

> information that may be confidential, or constitute non-public 
information. 

> It is intended to be conveyed only to the designated recipient (s) . If you 

> are not an intended recipient of this message, please notify the sender by 

> replying to this message and then delete it from your system. Use, 

> dissemination, distribution, or reproduction of this message by unintended 

> recipients is not authorized and may be unlawful. 


"Michelle 

Boucher" 

<mboucher®cfl 


07/16/03 0B:56 AM 


Please respond to 
"Michelle 
Bouch er" 

<mboucher4iHl^^A 


<khennington®fl 


Pw: security capital 


4^7 


Subject 
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p. Original Message — 

> Prom: "Pat Fit^atricl^ <PatF 

> To: <mboucher^|||HHHI||lll 

> Sent: Wednesday, July 16, 2003 6:39 AM 

> Sxibject; security capital 


> > 

> > 15 July 2003 


> > Loan to Security Capital 
? > 

?. > Your email of 11 July and our telephone conversation yesterday evening 

> > refer. As discussed, on the basis that Sam has the expectation of the 

> > annuity payments kicking in next year, Samia/its owner will be happy to 

> > make a revolving credit facility available to Security Capital for 

> onlending 

> > to Sara. Could I perhaps suggest at this stage we just make it a US$10 

> > million facility. I appreciate that Sam is unable to enter into any 
sort 

> of 

> > formal charge over the annuities but think that it would be helpful if, 

> in 

> a 

> > side letter to the facility agreement, Sara were to enter into what would 

> > amount to a negative -pledge. The sort of side letter that I have in 

> mind, 

> > which would be from S^m to Security Capital and which Secxirity Capital 

> would — 

> > copy on to Sarnia, is as follows: - 

> > "Dear Sirs, 

> > 

> > I refer to the US$10 million revolving credit facility which you are 

> > considering granting to me, such facility to be on an unsecured basis. 






> confirm that commencing on 

> annuity payments of U8$ 

companies] ^ 


. I become, entitled to 
per annum from [Isle of Man 
■Mm {jJXiSU rft- 

Linds available re me to n 


make 

loan facility. Whilst my interests in the annuities^ 
fSve TT I confirm that I sha 

JfllCi'i 


> > such that I will have the necessary funds available 

> repayments 

> > when due under t]^ 

> are 

> > capable 

> potential 

> - nnff H owcve T ? I confirm that I shall not 

> assign 0 <JLU-A- CAj/f.iV'-* 

> > the annuities to any other person witjiout faist p treiing * "gily"yi t c 

> assignment i — ■ — 

> > to yourselves, and/ 1 further confirm that if requested by you, at some 

> time ^ ' / 

> > in the future to provide more security for the amounts due by me to ybu 

> > under the proposed loap facility,: I shall execute appropriate letters to 

> the j 

> > payers of the annuity directing /that such annuity payments should be 


MfCUfpmj. 

(MjUr'MiAs 



CONFIDENTIAL 
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paid / 

> > directly to yourselves." 

s > The ^pve is .somewhat tprti^oua, but hopefdily 'Wfc-dan -eotfifort 

> somewXer^ X /' \ 

> > aleSpg_tne--'line s o Y t he abov e. : ' 

> > ^ 

> > Kind regards 

> > 

> > 

> > David A. Harris 

■■ ^-Dire c tor 

> > 

> > PS This email has been sent by ray secretary to whom i t was dictated 

> > Note that ray direct email address is davidh^ 

> > 

> > 

> > 


> > Patricia Fitzpatrick 

> > IFG International Limited 

> > Licensed by the Isle of Man Financial Supervision Commission as a 

> Corporate 

> > Service Provider 


********* ********■****■»!******** 1r*ir* M** *)(•»****** ***» tUtHtlill ************* ******** 
> 

> > 1} The Information contained in this E-mail is confidential. It may also 

> be legally privileged. It is intended only for the stated addressee (s) and 

> access to it by any other person is unauthorised. If you are not an 

> addressee, you must not disclose, copy, circulate or in any other way use 

> or 

> rely on the information contained In this B-mail. Such unauthorised \ise 
may 

> be unlawful. If you have received this E-mail in error, please Inform us 

> iwnediately and delete it and all copies from your system. 

> > 2) Due to the fact that this S-mail could become corrupted or altered 

> during transmission, any advice which it contains should not be relied 
upon 

> unless subsequently confirmed by fax or letter signed by or on behalf of 

> this con^any. 

> > 3) E-mails do not constitute compliance with any time limits or 

> deadlines. 

> > 


*ilr«**««*«*»**«***«****««***«'***ifr***«:«****«****-i-*«*«*****«*'i^***********'****** 
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r-2es T-354 P-0U2-'004 OCT 89 >92 1 . 


October 9, 199? 


8080 N Central Earpi . -traway 
Dallas, Texas 75208 
891-8341 



Mr. Ronnie Buchanan 
Lome House Trust 
Lor no House 
Castletown 
Isle of Man 
British isles 






1<L 

ft 


Re; Bulldog Trust 
Dear Ronnie: 


Mike French and I would like to rocommend to ihc Trustee to 
purchase the following security from Sam Wyly; 

238,787 shares of Photomatrix Corporation @ $.12 f)ot share 
for $?S, 254.37. 


We would recommend that this stock be purchased in one of the 
foreign corporations owned by Bulldog Trust. Please advise if you 
vrish to proceed with this sale. 1 am out of town next week but 
Mike frencfi could take care of the transfer of securities. 


Regards. 
Sharyi Roborfs 


•7 


If L,7- 


J, 




..77 


cc: Mlctiaol French 


Attachments: Ptiotomalrix Corporation certificate n 89 for 238,787 
shares 


Permanent Subcommittee on Investigations 
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Kiclsael C . Fr ench i Esq i , 

Jackson 6 Walker 

901 Main Street, Suite 6000, 

Dallas, 

Texas 75202-3797, 

October lath, 1992. 


Pbotomatrix corporation 

Sharyl Robertson faxed the coinroittee of Protectors 
recommendation that the Bulldog and Pitkin trusts should buy 
shares in the above corporation on Friday, after our working 
hours. She also said that she would be out of her office all this 
week. 


While we have the greatest admiration for the Protectors' 
advice, an additional burden of responsibility is thrown upon us 
when the suggestion is made that we should buy securities from the 
Settlors. We cannot find that a market quotation for PhotoDatrlx. 
While we do not wish to suggest that 12 cents is a wrong price, we 
do need something for our records to show that it was a fair one. 

We would also like to know the registered address of 
Photosatxix, in case - having bought stock - we do not receive 
information to which we would be entitled as shareholders. 

Trusting that this Information can be supplied, you should 
know that the Pitkin Trust would wish to purchase through Roaring 
Creak lilnited while the Bulldog Trust would use Tensas Limited. 
Payment would come via Chemical Bank in New York. 

Changing subject, I shall be in Dallas on the night of 
Thursday, October 29th, and would be happy to devote all the next, 
Friday, morning to Messrs. Charles and Sam Wyly's affairs. I fly 
out at lunch time. 


He Buchanan* 


Permanent Subcommittee on Investigations 
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Lome House Trust. Limited, 
Lome House, 

Castletown, 

Isle of Man IM9 lAZ. 


January 5th, 1998. 


Gentlemen, 


Reatiructuring of Scottish Holdings^ Ltd. 


We understand that you are concerned that the following 
documents whrch we are asking you to sign as Trustees of the Tyler 
Trust appear to be more favourable to the beneficiaries of the 
South Madison Trust than to the beneficiaries of the Tyler Trust. 


It is nevertheless our wish that you should sign them on 
behalf of the Tyler Trust and we hereby indemnify you against any 
costs of any nature and to hold you harmless with respect to any 
consequences of your signing the documents. 



Committee of Protectors. 



^0 

y- 
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Lome Mouse i nm United 
Lwne House 
Cast]eb>wn 
Isle of Ma« 


35th Jattufiry I99S 


OfiAtlemen. 


lUirtructviriMg of Seotdsh HeUine^ Limited 

We tmdersUnd that you are eoneenied that tba foliowuig documents 
which we are asking you to sign as Trustee of the Bei^te Thiat apjseiU’ to be more 
favourabie to the bcnefldarios of tfio South Madison Trust and to the owsiears of 
Altonco fntematlonai Limited than to the benefieiarjes of the Bessie T rust 


It is nevoftfaoless our wish that you should sign them on behalf of the E)esaie Trust and 
we hereby inch^nni^ you against any costs of any nature and to hold you harmless 
with respect to any consequances of your ^gnlitg the documents. 



Committee of Proteotora 


S«ra Wyiy 
Settlor 


f''-' 

'SfeSJ.c ■ 


(ilUS W.lilCty 


21! 37 


214S9049$2 


P.031 
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April 23, 1998 


Mr. Ronald Buchanan 
Lome House Trust 
Lome House 
Castletown, Isk of Man 

RE: Iftc Bessie Trust; The Tyha- Trust 

Dear Mr, Buchanan: 

We regret to advise you tite pursuant to Paragr^h (10) of the Fourth Schedule of the 
Deeds of SetUement of each of the above referenced trusts, the uBdcrsigned Protectors of 
such Trusts have detennined to remove Lome House Trust as the Trustee of each of the 
Trust and to appoint as successor Tiustees, Aundyr Trust Limited, in tim case of The 
Bessie Trust and Trident Trust (Isle of Man) limited, in the case of the Tyler Trust 

Please contact Mr. David Harris at Aundyr Trust Company (IFG) with regard to an 
ordea-ly transfer of the books and records of the Bessie Trust and Mr. David Bester of 
Trident Trust (Isle of Man) limited with respect to such transfer of the books and records 
of The Tyler Trust 

We have previously scheduled a meeting with you and your offices on Tuesday, May S, 
1998. At the time of that meeting, we would Ure to examine the hooks and records of the 
Trusts prior to their being forwarded to the successor trustees. 

Please be advised that this change in no way is a reflection on you or your staff, but is 
being made as a matter of administrative convenience. 


We look forward to seeing you May 5. 



300 CR ESCEKT COURT, SUITE lOOQ. OAltAS, TEXAS 75201-7852 

I Permanent Subcommittee on Investigations 
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THIS DEED OF RETIREMENT AND APPOINTMENT OF NEW TRUSTEES 
is made on the 1 1 tb May ] 998 


BETWEiEN 


1 . Michael C French and Sharyl Robertson C'lhc Commiaee of Protectors”) 

2 . Lome House Trust Limited ("the Retiring Trustee”) 

3. Aundyr Trust Company Limited (“the New Trustee”) 

SUPPLEMENTAL to the Deed of 'Settlement dated 2nd February 1994 made 

between Keith L King of the one part and the Retiring T rustee 

WHEREAS 

(A) The Comminee'of Protectors has 4he power under-the'Settlerhent . in remove or 

replace any Trustee of the Settlement with or without cause, upon giving 
written notice of such replacement to the Trustee for the time being. 

(B) The Committee of Protectors wishes to appoint the New Trustee as successor 
Trustee io the Retiring Trustee. 

(C) It is intended that all properly of the Settlement shall be transferred to or 
placed under the control of the New Trastee. 

NOW THIS DEED WTNESSES AS FOLLOWS: 

1. In exercise of the power conferred by the Settlement -on Ure Committee of 
Protectors the Comminee of Protectors HEREBY REMOVES the Retiring 
Trustee and HEREBY APPOINTS the New Trustee to be Trustee of the 
Setlleroenl in place of the Retiring Trustee to act in the trusts of the Settlement 
or such of them as arc still subsisting and the New Trustee hereby consent -so 
to acu 


{ 


2. The Retiring Trustee is hereby discharged from the trusts of the Settlement. 

3. The New Trustee shall have no duty liability obligation or responsibility for 
the acts or omissions of the Retiring Trustee nor shall the New Trustee be 
bound to rectify any such acts or omissions. 



Pmnaiimt Snhcommittee on In vestigations 

EXHIBIT #66 - FN 586 


CC 015786 


3211 


■jjj WITNESS WHEREOF tke parties hereto have duly executed these presents the ■ 
day and year first before mentioned. ” 


ReiaiBgJlsJstfici 


TTre=gBBtiison=SeaJ=of"“= 
Lome House Trust Limited 
was hereto affixed 
in the presence of: 




The New Trustee: 


The Common Sea) of. 

Aundyr Trust Company Limited 
was hereto affixed 





Cke. 
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Minutes of a meeting o£ the Trust Committee 
of Lome House Trust Limited beld at Lome House 
on Tuesday, 7th May, 2002. 

Present: R. Buchanan (RB> 

T.E, Butler (TEB) 

J . C . Cubbon { JCC> 


The Bessie Trust 

Baahground 

RB recalled how Lome House Trust had been the initial trustee of 
the above trust, which Mr. Keith King had settled for the benefit 
of Mr. Charles Wyly and his nominees. We were asked to resign as 
trustees after we had queried the benefits that the Wyly brothers' 
in-house lawyer, who was not an appointed beneficiary, sought for 
himself. Initially, the trust was to have been transferred to 
Coutts t Co. but, for some reason which we were not told, IFG 
Internat ional were substituted. 

We had supposed that all trust assets had been transferred along 
with the trusteeship but it had now emerged that 16,667 shares in 
Irish Holdings, Ltd remained in LHT's name as trustee. 

IFG had verified that the original certificate No. 1 for the above 
shares was unoancelled. 

It was agreed that there was no apparent advantage to the 
beneficiaries in leaving the shares registered in the name of the 
retired trustee. 

It was therefore RESOLVED to sign the deed of transfer. 
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; - ■ = = 

Maverick , 

8080 N. Central Expressway, 
Dallas, 

TX 75206. 


Pax to : 


Redacted by the Permanent 
Subcommittee on investigations 


March 1st, 1995. 


The Scottish Annuity Company (Cayman) Ltd. 
thank you for your fax last night. 

Where! Keith and 1 are concerned with respect to the above 
company, wo feel that we are being asked to put our heads on the 
block wjtliout having much compensation. The potential risk to our 
reputation is imtch the more important aspect aa far as we are 
concerned. If it, turned out that our agents in Cayman had been 
fraudulent, or inorely negligent, and wo as Managing Directors had 
failed to keep an oaroful eye on matters then our very livelihoods 
would be at risk. 

Quite frankly, we were not impressed by Roger Phelps’ idea 
of a quarterly report. As and when the new man is in place - and 
it might have been better bad we been more involved in the 
decision to appoint him - we will hope to receive quarterly or 
monthly analyses of income, expenditure and cash position with 
comparisons against budget, the previous quarter and, in due 
course, the equivalent quarter in the previous year and so on. 
Being able to telephone you or Shawn is not the same thing, as 
doing so loaves no record that we made sure that we were kept 
abreast of affairs. 

Two bits of recent news are relevant here; one well known, 
the other not. The notorious one is the ability of one dishonest 
man in a distant office to bring down a banking dynasty, Baring 
Brothers !ray brother's in-laws), because people who should have 
supervised him wore not asking the right questions. The unknown 
one is that Iiornc Hou.se Trust, as a tru.stee, is fighting the IRS 
in Northern California where the IRS is contending that a 
corporation owned by the (foreign) trust is the mere 'alter ego' 


Permanent Subcommittee on Investigations 
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of the Sell- lor, Even chough I can assure you that the settlor in 
question has been far more willing to leave us in genuine control 
- a fact which promises to win us the case - than S. aonaarK tr, 
be . 

On the slightly less in^ortant matter of rewards, we were 
glad to read that you might be able to point some significant 
business in our direction. Thanks for thinking of us,- 


R. Buchanan. 
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Attn: Mike French, Esq., HarcB^SEh, T935 . 

Maveri ck 

From: Barbara Rhodes 1 Page Pax- - 

Lome House Trust Limited. 


Sterling Software 
Thank you for your fax dated March 3rd. 

We intend to transfer East Carroll Limited and East Baton Eougi 
Limited from Bulldog to Plaquemines, this would mean that 
Plaquemines would hold 350,000 shares and Bulldog would hol( 
644,725 shares of Sterling Software. 


Best regards. 




Barbara 


Rhodes . 
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Mike French, Esq., 

Maverick, 

aOBO N. Central Expressway, 
DaJ-lae, 

TX 75206. 


Fax to: 


010 1 


Redacted by the Permanent 
Subcommittee on InvestiRations 


March 7th, 1995. 


Bulldog & Plaquesiines Trusts 

Bulldoq will settle Plaquemines, in the words which you 
suggested. 

Since the purpose of the exercise, as I understand it, is to 
divide the ownership of Sterling Software we need to split 
ownership of the underlying companies which own SS between the two 
trusts. That was the purj>ose of Barbara's fax of yesterday. 


R. Buchanan. 
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JfiK-23-96 TUE 11 US QUEENSGATE 


FM Ha 1S0984521B7 P. 12 


19. 

BUiSfimaxssB 


This Trust shall be Icaown as 


HI wnSESS WHJSiUSOF; the settlor and the Trustee toy its duly 
authorised representative with authority to bind the Trustee 
have executed this Trust agreement on the 2ath day of 
February 1995. 


Bulldog Non-Grantor Trust 
borne House Trust bin^lted 
Trustees •: 


...a 

Witness "Tw*. 




Jf 

^.5.CX*-*e. _ > 

an authorised slgnatci^ 
of Lome House Trust 
Limited/ Trustees 


Witness ‘ (2ccw4v.caj*jT * 



authorised signatory 
Wychwood Trust Limited 
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THE TRPSr COMMITTEE OF LORMS HOPSE TRUST IilMITED 
RE; THE BOIiLDOS NOK-eRAMTOR TRUST 
p,^i;g»T■T^TTr^w 


We the undersigned, being all the members of the 
above-mentioned Committee, pursucuit to the powers vested in 
us by the Articl es of Assocla tioii- 

' ‘ of 


'TctB^“ capacity as 
above-mentioned Trust, do hereby resolve: 


the Trustee 


the 


THAT the transfer of two US$1.00 Ordinary shares of 
East Baton Rouge Limited to the Plagueraines Trust be 
and is hereby approved. 


Dated the Sth day of April 1995 
COmiTTEE MEMBERS 




.CUA. 
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THg TRPS T COMMITTIB OF LQRNE HOPSE TRPST IxTMTTED 
RE; THE BPLi:.t>OGI HOW-QRAMTOR TRUST 

RESOI.OTIOW IN WRITIUa 


We the undersigned, being all the members of the 
above-mentioned Committee, pursuant to the powers vested in 
us by the Articles of Association of Lome House Trust 

-the==TrttStee — 


above-mentioned Trust, do hereby resolve; - 


THAT the transfer of two ns$1.00 Ordinary shares of 
East Carroll Limited to the Plaquemines Trust be and is 
hereby approved. 


Dated the 5th day of April 1995 
COMMITTEE MEMBERS 
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— " 

Maverick, 

8080 N. Centra] Expu'essway, 

Dal] as, 

TX 75206. 

April 4th, 1995. 


Pax : 00 1 Redacted by the Permanent 

also: 00 1 Subcommittee on Investigations 



thank you for your two faxes of last night, plus the 
copy of youx-'s to Keith King. I trust, incidentally, that you 
still expect Kcitli's team to delegate the administration of such 
routine matters to thjs office, failing which your costs will 
approximately double. 


Wc will ask First Boston to make the deliveries as you 
suggest, and ].ehman Brothers to pay the investable surplus 
{C.S12.5 mn . for Riilldog/Pitkin and $2.1 million for Plaquemines) 
to Bank of Bermuda, Kew York, for the account of Bank of Bermuda 
{Isle of Man) . 


T have spoken to BoB(]oM) but we have not come up with any 
such product as you “ and every othex* investor - yearn for. Ke 
will^ put the money on overnight deposit, which matches your 
requirements for safety, liquidity and absence of dealing costs or 
spreads. The disadvantage is that the yield will be close to 
Federal Funds rate, currently 5.875%, rather than 7.3125V {LIBOR + 
1 %) . 


We could got 7,3% by investing in a 'AA' Euro$ bond with 3 
years remaining life {or a lower rated, shorter-dated issue, or a 
longer-dated 'AAA') but it is unlikely that the bid/offer spread 
would bo any Igab than 0,125V, which would negate the yield 
advantage if you wore to sell within a month. In addition, there 
would bo a risk of price movements. Although the likelihood of a 
rise in $ interest 3*atea - as would not suit you - was reduced by 
the Bundesbank's x'atc cut, the Fed is unlikely to want (or be 
able) to spend its reserves on defending the $ for much longer and 
-he obvious alternative would be to increase the attractiveness of 
lolding $ by raising the interest rate. 
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Kegdiuijig your detailed calculations, I wondered why the 


proceeds of the first 93,000 shares to be delivered suggest a put 
price of $34.90 and the second a pul price of $29,944 while all 
the others seem to be at 531.815. 


We calculate 
Sterling common will 

that, following these 
be held thus: 

deliveries, positions of 


Lehman Brothers 

First Boston 

.lohjil 

Roaring Fork 

200,000 

28,432 

228,432 

Little Woody 

150,000 

78,431 

228,431 

West Carroll 

300, 000 

100,000 

200,000 

Morehouse 

100,000 

104,725 

204,725 

Rich] and 

200,000 

40, 000 

240, 000 


750,000 

351,588 

1,101,588 

East Carrol 1 

200,000 

150,000 

350, 000 



f 




R . Buchanan . 
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Lome House Trust Limited 

1-onic House • Castletown • IdcoTMan • British Isles 
Telephone + 1624 823579 • Fax ■* 1624 822952 


ALt n; Mike French, E^q. 3rd, 1 985. 

Haver i ck 

From: Barbara Rhodes 3 Page Fax 

I.orne Hotisie Trust Limited. 


pa ease could you lot either Ronald Buchanan or myself know at what 
time you wil] bo arriving on the Island on Wednesday April 5th. 

We. would a3.so like to offer you lunch if you have not made any 
Other arrangements. 


Regards, 


Barbara Rhodes - 


ReRi«ct«JmUlcorMm)No 205f>7 TckxNft. 62M€5 

Tsuitfi,! SupcniMOn Ctewo^aion 

A J riuclianan (C]iHtiinan)l'CA • R.lludianan (Managing) • R.J.ColUslcr • M.G.Gisbome F.C.A. 

ARHohfer • K I. King • Ti«c liar! of Rossc (Irclaml) -AHWiclcr • J.K Basnet (Nepal) (alternate) • S.F Catnis (alternate) 
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Lorne House Trust Limited 

IxjrncHoiisc • CasllctowTi • IdetrfMau ‘ British tsles 
Telephone -t 1624 823579 • Fax^ 16?.4 822952 


Mr. Ed Arnold, 

The First Boston Corporation, 

Chicaqo, 

Ih 60603. 


to, 


■ = Redacted by the Permanent 


March 31st, 1995. 


Please accept this letter as your authorisation to deliver free the 
following Sterling Software shares out of the following accounts; 

Morehouse Limited - RA1A4 

56.000 .shares of Storming Software 

Bankers Trust 
DTC; 903 

FBO; Jiehman Brothers Securities 

FBO: IjQhTua n Brothers Finance - Morehouse Limited 

Richland Limited - RA1A6 

40.000 shares of Sterling Software 

Bankers Trust 
DTC: 903 

FBO: Lehman Brothers Securities 
A/N: MHM 

FBO: Lehman B rothers Finance - Richland Limited 
A/N : OHHH . 

Wc will be paying down debit balances in these accounts in the near 
future. If you ha ve any questions, please call Barbara Rhodes at 
0X1 -44' 4MHIIIliBB9. Also, if you need a co ntact a ^ Lehman Brothers, 
please contact Suj^anne .Snavely at ( 2 1 4 ) ^,..^PI|||||Hpl . y^hank you for your 
prompt attention to this matter. 



R. Buchanan 
Director. 

Morehouse Limited. 
Richland Ijimited. 


Copies to: Ms. Shary] Robertson & Suzanne Snavely. 


keaflervNl in Jsle of Mni» No 20567 U«i«Mdio«on*»iiBW.MM«n«IW«eut*i>rUfcofM»n TeleKNo. 629265 

FMMKulSiiiietviuoBCniMnCMQn 

A J.!hichanan(CJ>a}rnum)r.CA • R B«cf\anaii O^atiaging) • R.J.Collistcr ' M.G.Qi^me FCA 
A F.f Jollier ■ K l.-King * Tlic Itvl of Ross: (Ireland) • A.E. Wider ■ JJC Basnet (Nepal) (altsa’natc) • S.F.Caims (alternate) 
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Lome House Trust Limited 

i^rficHoiisc • C^slltstowu IsdcofMan • British Isles 
IcIcpliOTic-t l(>24S?3ft79 • Fax 4 1624 S22952 



mmmmmm = Redacted bv.lhe.PeTmaTif.nt _ 


Mr. Ed Arnold, 

Subcommittee on Investigations 



The First Boston Corporation, 

227 West Monroe Street, 

Chicago, 

IL 60603. 

March 31st, 1995. 

Ple^e accept this letter as your authorisation to deliver the 
fo3 lowing Sterling Software shares versus the specified amount of 
money out of the following accounts: 

Horehouse Limited - RA1A4 


44,000 sharc.s of Sterling Software vs receipt of $602,329.98 


Lehman Brothers 
DTC: 074 

FBOs Morehouse Limited 



Richland Limited - RA1A6 


160,000 shares of Sterling Software vs receipt of $2,586,610.00 


DTC: 

FBO: 

A/N: 


Lehman Brothers 
074 

Richland Limited 


If you have any questions, 

0 1 1 - 4 4 Also, if you 
please contact Suzanne Snavely at 
prompt attention to this matter. 


please call Barbara Rhodes at 
need a contact at Lehman Brothers, 

. Thank you for your 

R. Buchanan 
Di rector . 

Morehouse Limited. 

Richland Limited. 


Copies to: Ms, Shary] Robei'tson & Su^-anne Snavely. 


Regiidtred in hlc of k{an Nc* 20567 


LimKed t9(oadiic< In«^na<> Iiiksku the bN of Mut 
Fvw*K^ Supcfv<n^wC<minnsM>n 


Telex No. 629265 


A.J UHchanaii (Chairman) LC A • R Buclianaii (Manacinfi) * RJ.ColUslcr • M.G.Gidx>rne f.c.a. 

AFHohlci • K L.Kinf, • Tiic lyirl of Rossc (Ireland) ’A-K-Wiclcr ' l.K Uasncl (Nepal) (alicrnatc) • S.F.Caims (alternate) 
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Lome House Trust Limited 

]X)r;ic House • Casttelown • IsIcofMaii • British isles 
TcIq>honc-» i624 82:»579 - F8X^ 1624 S22952 


Attn: Shawn WeOs T9357 

Maverick 

Prom; Barbara Rhodes _ 3. Page Pax 

Lome House I’rust Limited. 


Thank you for your fax of yesterday. 

We now confirm that US$200,000 has been transferred to The 
Scottish Annuity Company (Cayman) Limited for value today. 


Best regards, 

r'v.,- , 


Barbara Rhodes. 


RefiidcifdinhleorhfiuiNo 20567 Telex No, 629265 

*• TaxneuI S-^nosan Cmoiww^i 

A J.fiuciia!»ar!(ChainJian)] c/\ • R BueJianan (Managing) • RJ.Collistcr • M G.Gisborne P.CA 
Al'Jlolilor - KI.Kins - The laiil ofRosse OrelamJ) -A.H.Wicfcr ■ J K llssncUNcpal) (allcrtrati:) • S.P.Cairas (alternati:) 
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Lome House Trust Limited 

loi'fic House • Castfclown • Isle of Mao • BrHi^ Isles 
TelcphoucH 1624 82:1579 • Fax 4 1624 822952 


Ms. Michelle Boucher, 

British American Center, 
PO Box 2003, 

George Town, 

Grand Cayman, 

Grand Cayman Islands, 
B.VJ.l . 


March 29th, 1995. 


Maverick Income Fund 


Please be aavised that this fax amends and replaces our fax dated 
28th March. 

1‘leaac also be advised that we have instructed Bank of Bermuda 
(New York) to transfer a total of $1,400,000 {$933,333 from 

Rich] and Limited and $466,(167 from Littie Woody Limited) to your 
account with Chemical Bank, New Yor); for the sub-account of C&B 
Ho3dings J.imitcd for value 30th March. 

PleasQ let me know if you require any further information. 



Ronald Buchanan 
Director 

Little Woody Limited 
Richland Limited 


cc: Sharyl Robertson. 


ReBt«wcd».h!cofMs»No 7(l%n I lo bfe «if TdcKNo 629265 

A J Huchanau (Cliaiimau) r.cA - R Bwdianau (Mauagiug) ' lU.CoUislcr • M.G.Gisbon»c F.C a 
Af-MIohIcf - Kl.Ki»g • TJ.eBarlorRosscarclaml) •A.ls.Wi<acr • J.K Bas»cl (Nepal) (aliernaie) • S.F.Cairns (aliernate) 
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Lome House Tli ust Limited 

■ Casllclown * IdeofMan ■ British Isles 
Tclcpl»o«cH 1624K2S579 * FaxH 1624 822952 



= Redacted by the Permanent 



Subcommittee on Investigations 



Mr . 

First Boston, 

227 West Monroe Street. 
Chicago, 

IL 60606. 


March 29th, 1995. 


Richland Limited 

Please transfer US$933,333 (Nine Hundred fc Thirty Three 
Thousand, Three Hundred fc Thirty Three US Dollars), free of 
countervalue, for value March 29th to: 

Rank of Pcrnmda (New York) Limited 
350 Park Avenue, 

New York 
ABA 994 

A/c HankofBermu^ (Isle of Man) Limited 

A/c No. HWWUBBHB 

Ref ! Lome Lou.'?e Trust Clients Account 
A/c Ho. 

Ref: Richland Limited 

If you have any questions regarding the above transfer 
please contact cither Barbara Rhodes at the abov^a^rees or 
SuTsanne Sliavcly at Lehman Brothers, Tel; 214 MBHHI . 


With many tha' 


R. Buchanan 
Director. 
Richland Limited. 


Copy to; Ms. Sharyl Robertson. 


Rtgi^lerctl til !'lc ofMan No. 205(17 


ImnW lo wwlaci innskuem Etmscakir Sicl<t! of Min 
TiMnad S;.4<ictvi,ia(> Cmurmskw 


T«Iex>to.fi2926S 


AJ.BuclmTwnlDiiiniiiniOrcA ' Rlhicliaiian (ManagiiiK) ■ RJ.Collislcr ■ M.G. Gisborne F.c A 
ARHoliici • Kl.Kiiig • ThcliailorRossc(lrelai«t) • ARAVidet ■ J.K Basnol (Nepal) t»Uernaic) • S.F,Caims (alternate) 
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Lome House TVust Liiniled 

}-0riiC House ■ Casllclow'tt • isteofMait ■ British Isies 
'I'dcplioiic ^ 1624 823579 ■ Fax 4 1624 622952 


Attn: Shari Robertson 
Maverick 

From; Bax-bara Rhodes 

I.orne House Trust Limited 


March 29th; 195B / 
1 Page Fax 


Thank you for your fax of yesterday. 

Thei-e f:al3owB copies of the instructions to liehman^e to transfer 
$466,667 f 3 -oiii I.ittle Woody Limited and to First Boston to transfer 
$933,333 from Richland Limited for value today. 

Please lot us know if you disagree. 


Best regards, 


Barbara Rhodes. 


RcjtiScicd ii> JsWfifMAti No ‘20f’fV7 


] v«n<e4U£siiivellnvaintealllUMnccbi itlftatMm 
famiaa) SopervTwwi COT<ni(5,on 


TawNo 629Jt6S 


AJ.Huchaiian(CtiainHan)i'f:A • U.Budianan (Managing) ' R.J.Collistcr - MG-GisborncF.C.A. 

AF.Hohlcr • KLKtup. - 'I'lio JiarJ of Kosse (Ireland) • A,n.Wiek:r • J.K.nasncl (Nepal) (allcmatc) • S.F.Caims (altenate) 
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borne House Trust Limited 

J - 01 HC House • Casil«o>^w ■ Islets Man • British Isles 
Telephone -J 1624 823579 • Fax -I 1624 822952 


Mr. Ooe Barkow, 

First Boston, 

5 World Tirade Centre, 
New York, 

NY 10048- 



Marcb 28th, 1995. 


West Carroll Bimited 

Please transfer US$333,333.33 (One Hundred & Thirty Three 
Thousand, Three Hundred Sr Thirty Three US Dollars 33 cents), 
free, of count erval ue , for value March 28th to: 


Bank of Bermuda (New York) Limited 
350 Park Avenue, 

New York 


ABA 994 

h/c. Bank of Bermuda (Isle of Man) Limited 
A/c No. 

Ref : Lo me House Trust Clients Account 

A/c No. iHIHli 


Hcf : West Carroll Limited 


With many ^ 



R. Buchanan 
Director. 

West Carroll Limited. 


Copy t-o: Ms. Sharyl Robertson. 


ReguKscdinWeorManNp 20567 




Telex No. 629265 


A J.Bijchauan (Chairman) r.c A. • R Buclianan (Managing) • RJ.Collistfir * M.G.Gisborne F.C.A 
AIMloblcr • Kl-Kiug • The Ibirl of Rossc (Ireland) • A K WieJer • J.K.Rasnct (Nepal) (alternate) • S.F.Cairns (alternate) 
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Lome House IVast Limited 

Ixjriiclictuse * Casltelmvii ■ IslcofMam • Brilishlslw 
Telephone-* J624 823579 • Fax -i 1624 822952 


-MrtTif t'sq Maxch^ 

Maverick 

Prom: Bairbara Rhodes 2 Page Fax 

Lome House Trust Limited. 


Thatik you for your overnight fax- 

There. follows a copy of our fax to Machelle Boucher at MeesPierson 
{Cayman) regarding the investment into the new Maverick Growth and 
Income Fund. 

Please let xis know if you disagree. 


Best regards. 




Barbara Rhodes . 


Regi-acrtfd u> Lie orKfan No. 205G? 


l,etfnM.dMcunAic(lnvntinciilB<niiunb)r0ic|>1c9rM>ft 
HnvKXl SuwfVUMm Oonausiaii 


T«lex No. 629265 


A J,l^uchtman(ChaiTiuRu) V.C.A ■ R Tkjchanan (Managine) • RJ.ColU^cr ■ M G.Gi^rnc F.c iV 
AF.llohlcr • K I. King • The I-jirl of Rossc (Ireland) ■ A R. Wider • ).K Basnet (Nepal) (allsmate) - S.P.Cairns (alternate) 
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Lome House Trust Limited 

1 ^rnc House • Casilrtown • We Man • British Isles 
Telephone ^ 1624 823579 • Fax + J624 822952 


Ms. Kiche32e Boucher, 
MeesPierson (Cayntau) Limited, 
•-Br3i:±sh"=1^TTieflcan' cerrt . 

PO Box 2003, 

George Town, 

Grand Cayman, 

Grand Cayman Islands, 

B.W.I . 


March 28th, 1995. 


Maverick Income Fund 

Please be advised that we wish to liquidate the following in the 
above mentioned fund: 

Fast Carroll Limited - $933,333 
Roaring F'ork Limited - $466,667 

On completion please reinvest these funds into the new Maverick 
Ga-owth and Income Fund. 

Please let me know if you require any further information. 



Ronald Buchanan 
Director 

Roaring Fork Limited 
East Carroll Limited 


cc: Sharyl Robertson. 


ReglricjcdmlKlcofHanNo 205 <j7 


i vnati to KnAort korUlmcM Dmuncntyttir bfc ot M«n 

FinBKulSupcm(>m<C«iitfra«AA 


Telex No. 629265 


A J Hiichatjaii{Climr!uaii)i‘.CA ■ lUJuchaiuiii (Managing) • R J.Collistcr ■ M.G.Gi^rae F.C.A. 

A.F Holilcr - KL.King • Tltc Bail of Ros?sc (Ireland) -AE.Wiclw • J.K Basnet (Nepal)(aUornale) • S.F. Cairns (alternate) 
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WgastlS.1995 
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i^kxm bx ShawD Ca^. tni^ 

Bilr -rti?iiSrtnil!S TnistfSsiSTSiil.'^^^^ Red ■Mounts Tnjsl 


we rdconmainiat Wy&moal Tru$t resign bs Thiitee 
for #19 Plaquerahs* Tni$t and tha Delhi Tnist 

Altar the iBSignafion is in affect, we ftjith»ri»comma<d ttiaf La FounSis Tnist puraiase 
333,334 and Red Mountain Tmst puchasg 1^,688 Steflitia c«ll options (Aman can)- 

If you hawe any gue sHonS , you may reach mo sariy roomir^ at #» house (214) 771-B069, 
Qrby1ax(214)pHMi. When yrai start trading, please let me know. 



9 ^ '^0-r-^ . 
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To: fiJB, JKB, Shaun Caims, RJC, FKVC, DJ, JEP, bar 


From: RB 


16th August, 


Plaquemines, Delhi, A3suii5>tion & Pueblo Trusts 

Shari Roberston, who administers the Wyly Brothers* affairs 
from Dallas, rang yesterday afternoon BST to say that Mike French 
- ^ presumably on Sam' s prompting - does not wish to await John 
Willis's return to set up the Assumption and Pueblo Trusts or 
AJB's arrangement of a new credit line with which to buy options 
on Sterling _ Software. They will, instead, use the existing 
facilities with Lehman Brothers in Dallas and Wychwood as trustee. 

We have available Elysium Limited to be owned by the 
Assumption Trust (where Sam will nominate the initial 
beneficiaries) and Atlantis Limited to be owned by the Pueblo 
Trust (ditto Charles) . FKVC is asked to alter the draft trust 
documents to reflect the change of trustee to Wychwood auid SFC is 
asked to accept trusteeship. 

Wychwood must not be trustee of two sets of trusts which 
are buying options simultaneously since the amount involved would 
trigger a reporting requirement. We have been asked, therefore, to 
transfer the trusteeship of the Plaquemines and Delhi Trusts from 
Wychwood to a temporary trustee and from the temp, to John Willis 
once he has returned. I offered to be the temporary trustee in a 
personal capacity but Mike French thought that I was unsuitable in 
that I control the corporate trustee of the Bulldog and Pitkin 
Trusts . He asked if JKB wuld be willing to serve. 

FKVC is asked to prepare deeds of resignation and 
appointment of trustees from Wychwood to JKB for the Plaquemines 
and Delhi Trusts and JKB is asked to accept temporary trusteeship . 

The Wylys would still like to arrange financing similar to 
that which has been arranged with Lehman Brothers but from another 
bank. 


I temanent Siibcommilti.i. n g lnvi.wig:.ti,.n, 
I ExmBrT#6fi-F^<Q7 
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TO; Raa»l(i Buchtnin 

COMPANY: Lome Home Trait 


OtI } It <(- 

FROM: MlkcFrcncb 

PHOFffi. 


Redacted by the Permanent 
^Subcommitteeonjm^^ 


PHONE; 

FAX; 


44 

44 


Redacted by the Peimanem 
Subcommittee on Investigations 


FAX 

DATE; 


NUMBER OF PAGES (including cover): 


TIME: 


COMMENTS: 


Dear Ronnie: 


fJo/'-hA A-tUiri'O 

m 1 Tl -C [ 

a-laitreV-J 


July 10, 1995 
1:07 PM 


asneeoea. 


Please dispose of tliis fax after reading, as there will be ample documentation 

It is expected that a recommendation wU be made to Wychwood that the Plaquemines Trust and 
another ttust settled with Wychwood by Pitkin, should contact Lehman regarding acquiring ^ 
options on SSW, probably for about two years at the market. Wychwood would finance the 
transaction through loans, from Lome House entities. It is likdy that a portion of the otice could 
be financed through Lehman 

It may be that, as an alternative, there will be two new trusts at Wychwood established by Keith 
that will irorror the Bessie and Tyler trusts This wotdd requite KdUi to contribute some fiinds to 
the trust, tot presumably there is a source for that. If this stmeture is used, the same finsr-r i. 

stfUcturefortheeailswouldbeutilUed. rnanemg 


wychwood would, in either case, be linuted to approximalely 600, 00( 
to Blay under S% of the outstanding shares and avoid SEC teponiiig. 


I am riso sen*® a copy of this fax to Shaun Cairns, v«ih the same request that he read it and 
then dispose of it. I win be back on this soon, perhaps tonight.- 

Mavertek C^ttl • SOgO Nonh Cenita! Expressvray . Suite 13W . LB-31 • Dallas. Texas 75206.1g95 
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^ THIS DEED OF RErtREMENT AND APPOINTMENT OF NEW TRUSTEES 
|: b nadeaw^It ^ day of November 


BETWEEN 

J. Michael C. French and Shaiyl RDhertibn Comnnttee ofProtectors") 

2. Wychwood Trust Limited CWychwooiO and JaoekK-BasnetfTdr. BasneO 
fTogether the Retiring Trustees*^ 

3. Aundyr Trust Company Idmited f the New Trustee") 

SOPPLSidENTAL to the settlement Cthe Settlement^ and to. the other documents and 
events specified in the First Schedule 


WHEREAS 

(A) The Committee of Prelectors has the power under the Settlement to remove or 

■ .replace any Tnlstee of ihe Settlement with or without cause; upon ^wngwtiitea 
nodee of such replacement to the Trustee tor the time being. 

(B) , The Committee ofProtectors has purported to remove Wychwood as the originai 

Ttust^of ihe Settlemmt and to replace it with Mr. Basnet as suocmsor Trustee. 

(Q The Settlement prosddea m'Clause 7.7 that aror successor Trustee of the Settiesnenl 

shaO be an lad^endenc corporate tnmee. — _ ^ 

(D) Kfr. Basnet being an indMduel &l!a outside the terms of the said Clause 7.7 and 
therefore ids i^)pointment as Trustee is invalid. 

(E) Notwiihstanduig the-liryaEdfty of his purported appointment, Mr Haimpf 

transferred to him or placed under Hs control the popery of the Sectlemem 

desoib^ in the Second Scheme and b therefore as an tntermeddkr a construcdvi 

trustee of The said Settlement properly; 
^^'^y®^’'®®*****rMiAortheiiivali<fityQfthepurportedBppointm«BofMr.Basn4 

ramauis a Trustee jointly witit Mr. Basnet as constructive trustee. 

(G) The Committee ofProtectors wishes to appoint the New Trustee as successor 
Tnistw to Wychwood and to Mr. Basnet 
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^ iTh r ^l't-rm ni ** pnpeny at the Setdement described in the Seeond Schedule 

NOW Tins DEED WITNESSES AS FOLLOWS 

1. In eiterdse of the power conSared by the Setdement on the Comndttee of 
I^tectors the Committee of Protectors HEREBY REMOVES the Rsfiites 
Tiu^ees and HEREBY APPOINTS the New Trostee to be Trastee of the 
Setdement in place of the Kedrins Trustee to aa in the trusts of the Setdement or 
sudi of them as are stU] subsisting and the New Trustee hereby consents so to act 

2. The Retiring Trustees are hereby discharged from the trusts of the Settlement 

with Clause 7.9 of the Setdement the New Trustee shaU have no duty 
liability obligation or responsibility fisr the acts or onussions of the Retiring Trustees 
or either of them nor shall the New Trustee be bound to rectify any such acts or 
omissions. 

4. Wychwood hereby ratifies any and aU acdons of Mr. Basnet as eonstracdve mistee 


2SthFd>tuary '1995 

16tb August 1995 


the FIRST SCHEDULE 


Trust- Agreimient of the 
Plaquemines Trust 


Notice of Removal of Onginal 
Trustees and Appointment of 
Successor Trustee 


Bulldog Non-Grantor 
Trust and Wychwood] 
Trust Limited 

Committee of Trust 
Protecsonend 
JPL Basnet 




e0ee99V29t0 »-.n as. jjq 
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Boacber 


<21007 



Mann& 

“Farmers 



iieiSD'b-. 

jlii' 


1 - . r --1 ‘ • 



AiKucitn 

SofitKcn 

Anwnayc 


Your Ref: 

w/dah/jnannbBck.esi 


Our Ref 

roOS/0130L6/PRB/JR 


RieoTHw 

bitenAiootf 


8*^tnv« k-fauM 

OoAu’Ratd 

Douitea 

hiee/Man 

9 ^ 73-4 

B«n«Oi4'24 412221 

*^44 >424 4222?} 
r«K0tfi}4 427222 

1424 42T222 
•»*'0b*%«'4shousexQ B 
^’trin^AvwwiKfiinniaioutacom 


0«fht«)hei-j Mun^ 

Om'aeptiar j Amnwir^ 
^UAScdGSB 
Stephan A CoAii 


^na 0 NBneitScMiM Sonctiw} 

T Ajtocfc ^oncitor. En^enl « WWai) 
(ABMTwjt Tun* A c«« hlKWi) 
p'ranu M<ecit«} 

Himi' Unoden ACS 


^Juno 1998 


D. A. Harris, Eaq. 

Chief Execufive Officar 

IFG Intemadona! Uoiifed 

international House 

Castle Hill, Victoria Road 

Douglas 

Isle of Man 

IM2 4RB 

BY POST AND BY FAX 6244S9 


Dear David 

Re: The Plaquemines Trust 


Atiadau OKiu n 
vfUedTtemh 


Rocoum Nd<Mw4, « |iaW 
roi«4>s ofinciapw^dwn 
Uw etns ti^nir« 4^ 


of the Petifon IoTiTb Ch^lt ™i'’i »'a Anelisation 

Of Man seowng recttflcaSon of the Trust Daad”u®rd£7J«ton1^7alS: Ac* 

ih^* SaToOT^Vfte Sa’Ktor^S^ m 7*™'^ thrroghout In error to 

confused the Bulldog Non Grantor Tni«t r^i’ * *®f*5n’ah 

Trust) with Mr, Sam Wyty, toe Setdorof th'o Bu^ N"m* 

me'X’le^'''’ 'o the Pteduemlnes Trust 

^"h7to''rJrorre '>« »™trued as 

olauBo 1(0) deltning the ba^fesff^SSL'?" IWa^aMllli Firstly, in 
In attampllng to omploy a -lives in “ *° *'® tshhinalad, 

Iho BeneWaries whkh ^ 

RefererKto is elso made to toe Settlor “ corporations. 

Strategy for correcting ihia default wwa it tof onto *"%■ The 

seme as that for correcting the SntSor^htom <>« "la 

Non Granlor Trust on which I havo'S^u " '^® SiffiHa 


»'rcS;7S'S;sfc^S.1,ror ? “’r '■ fond.croa.ad 

-“Trcs- xs" -rsr - i£ 
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Boucher 


@008 


should have made provtebn for the Piaquemines Trust 
terminously wHh the BuHdog Trust. 


to terminate co> 


lo-inw-wnancery division i will ineremra seek the 
o^cBon ^ the Court on the amendment of clause t{o)(l) to remove 
reference to non human ber^ficlwlea. In the aitemattve to the exercise by the 
Tiustee erf Its powers under clause 1 to terminate the Trust from a given 

wture data or In the ftsther aitemattve the exercise by the Tlrustee, again 
under clause 1(o)((l) to agree that the Plaquamfnes Trust should bo ca- 
lenmtnous with the Bulldog Trust. 

We following Is a list of all references to ■Settlor contained wllhln the 
Plaquemines Trust together with my comments on those roferences:- 

Clause llaWiii) 

reference to the Settlor should be replaced by a refarenos to Mr Sam 
Wyfy (including details of his address and US Passport Number). 

Clause 1/n 

In defining "Precluded Persons" reference ts made In aub-dausa (I) to the 

nranmi m being a requiremoni of the non 

grantor trust rules. The reference should therefore be retained. However it 
» not clear to me why In sub-clause (U) reference is made to The expiration 
fotlowlng the death of the Settlor-. Wa will need to 
lax Coimsol Whether this two year post death period is 

ru“o Bu^lWog^ Non 

Clausa 1fnV» 

Lfria^In^n'o^m^a'^^rab^:^ 

Clause 3.2 

IddlUonTmot,™ 'f 'W' ei8u»e dBalina with restrictions on 

adHiH™! Ttustes is Inslrticlaa to raject sny 

too SeW^r h^u “"*■ a*'®'!' 'he tax SaMItlesrt 

"I®' to’t'ei’ US tax law Ihs tax llabilltiea of Mr 
Sam Wyly are Irralovant In this conlexl. or m. 

Ctauaa 3.3 

kl’to MnTcrnnrf" Ih 'h® Wtolext of too return of additions appear 

Clause 4^ 

’’“i;''’® '■s"'’'i“lshod all rights in connection wBh 
rrusi be treated as a non grantor trust Is correct and should be riS 


2 
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wtanse 


Mejau re to a country of cHizerahlp of tho Settlor’ should be replaced by "h 
Clause 5.2 

In dealing wHh rasMclions on dlalributlpns to United Slates Persons 
the* Se^* ® axpfratlon of the second anniversary of tho death of 

a^Mge 5,g(d) 

preventing any part of toe Trust 

rtoSfned PhP b^uwTe 

*’™' “en'ance reading 'None ol toe Income of toe 
education'^ applied or distributed or held to eccumulate for toe health 

" maintenance of toe Settlor should be deleted as It te 
clearly Inapplicable In the case of a non-human settlor. 

Clause S B 


O dealing with toe consequences for any Beneliclary saeklno to 
treated '* stated that such a contesting Beneficiary Is to be 

rtnnhh 'lu* I’redaceesed the Settlor without surviving Issued 1 have 
Man it d"/ event be upheld under Isle of 

Man 1 ^ are dear rights exerciseble by benonclarles under Isle of 

•'’ffretaaon from trustees and to challenge toracte of 
Sd. r “tat H would eppeirseek to 

exclude even these established rights. However, untS sutto Bine a! rh. 

toat an'Bltem°n*”®w,®®'' *" **’* remain in force and I suggest 

l!Sta3 « T «tat toe contesting BeneShi 
Truer. * ** “llhout surviving Issue prior to the date of this 

Clause 5.9fhl 

nmiDfdST “> '= Settlor or to 

Value anrt fnr^ P®^ from the Settlor for terms olhew tfian at fair market 

C^Efn^el.^*'"- «« should Clenv In detelll^lS His Sx 

Clausa S.Bfc) 


80001 
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such B policy, the Settlor belna non human, clause S.9(e) can be deleted In 
Its ennraly. 

fflaise j,9(9) ■ 


This Teproduees In part the wordinp of clause 5.9(b) In relation to the 
pw^ase of property from lire SelSor. My comments on the reference to the 
Settlor in clausB 5.8(&) above apply equally here. 

Clause S.Btn 

This restricts ths power of the Trustae to permit the Settlor to have the 
custody OT use of any personal or real proparty (Indudlng the right of 
residence) mmprised within the Trust Fund except on antis lenoth 
commerclaUerms. The Settlor being the Bulldog Non Grantor Trust, ttie 
provisions of clausa 5.0(f) are Irrelevant and can be deleted in their entirety. 

Clause 5. IP 

The lirnllatlons on the Settlor contained In this clause appear to be Included In 
order that Ihe SoMemenI can comply with US non grantor trust rulss. The 
Ivnltatlona are not dependent on the Settlor being human, a corporation or 
soma other entity and so me fact that the SetHor Is the Bulldog Non Grantor 
Tmst dOTs not affect tho validity or appUcablllly of the lerme of clausa 5 10 
Which cnouid Iherefore be retained. 

Clause 6 

The flnal sente^ice In this section of lha Trust Deed dealing with general 
powers of me Trustee states that "In exercising any of Its powara and duties 

nfwiril®'’ rahuired to, act upon any Letter 

of Wlstw or other written statement of desires by Ihe Settlor regordlng this 
Trust". This Is unobioctionabla and should be retained. ^ 

Clause 7.7 

The prohibition on tho Settlor becoming a Trustee of the Settlement k 
unobjectionablB and should be retained. i>ei!iement Is 

Clausa 7.iq 

mnmlnSS- r»qui'ed on the part of tho SetHor upon the 

reorganisation of a corporate trustee Is appropriate end should be retained. 

Clause 7.11 

^ absolute prohibition on tho delegation of authority being 
^I’Wars to be Included In order "hat me 
grantor trust roles, and If so Is 
appropriate and should be retained, ' w 

Clause 8.g 

In doling wim me constitution and membership of the Commlllee of Trust 
Protectors, e prohiblUon is pieced on any Individual seroing a^r^Sbl^^S 
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In® Committee other than the Settior and, until the eMsiraiton of the sacond 
I®"™''’® <>"•’ «' **’e SatBor. any Banaticiary. Referawa to 


Clausa 8.7 


The prohlblUon on an indluiduat mamber of the Commlttaa of Protactora from 
rotSn^® ^ authority to the Settlor Is unobjeollonabla arid should bo . 

Clausa 9.1 

Coaming the keeping of records and accounts, the refarenca to the 
30 annual audit only applying If the Salttor or any Beneficiary 
so requests Is unobjectlonabla and should be relalned. ^ 

Claqse 

I? '^ut'orallon of the Trustoa being initially bn the basis 

unnh^i^wIThr’®" between the Trustee ana the Settlor Is 

unobjecltonablB and should be retained. 

Cleuse 15? 

of the SeWemant Dead Is slated 
a of the Trustee and the notarised signature of 

®» (as the Trustaa must Ih terms of clause T.7 
SoWol^teukfh.T’Th ‘''o”'a’''y 'Oterence to the execution by the 

ISkSo T® a?P"oatlon of the common seel of the Trustee <rf the 

Bulldog Non Grantor Trust (that Is Aundyr Trust Company Limlla^. 

.Clause 17.4fa> 

IlfB of1ho°'<!’’!lf®'‘’IS ®'® ‘® ‘®'“ “*'* a 'i(® Insurance policy on Ihe 

Ilfs of the SelUor, the second sentence of this clause should be delSflrf Rw 

.h:T“l\:a%rsTere tof® r "®) “Ufotble 

live, of ■Beneticiaries-. ThIsTof c?urle°sLijlorto re“u'3!S^to“r^^ 

pSI ‘'’®‘ "’®™'‘"® ®®®®® 

Clause 1^, ? 

r' '>® 

™me srn^nu h “rf '®" *"®‘ “ « P®»aWa toe g^vemtog C 

mtetood ®"' '’® ‘*®"°®‘' IhS olaus7l B^ 

Clause tfl .3 
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SeM *'1^ "y “"'fnen's on those specific provisions of the 

^Hlemanl, ehanslno reference Id Ihs Settlor whew this Is acS^InlLSlvSv 
s'' ';T oonsoquencBs end I believe mSl^TSem 

irr„%rbr.Xetr 


Kind regards. 

Youryslnieraly, 

JCa 

Paul R, Beckett 
Mann & Partners 
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Vouf Reft 

w/dah/hiinnb»ck.BS1 


5*Novemberi8S>8 


Our Re# 

,tQ ^18 ( a . eUgR & 


D. A. HarHe. &q. 

^ndyr Trust Cwnpany Umlted 

intemahor^ House 

Caatie HIU, Victerts Road 

Oougias 

IsrfaofMBn 

rM2 4RB 


CMsi¥iKwM-r»«vrt8, 

r]wiAB»c>>« 

-* QnlW 
Hi>ii A0MO4) 

M"T*|PW«k 

Jon. D rJ buH {Sea>lUi S«*K>i^ 

r«i«iic« Hii>mif 

f%nvUmi»s»n*oS 


■*>uoaiu oRiiM :n 
(/Uechtc'iiuln 


A»euccNct«Brti, I Nqm 
(TMaMndM 
■aw Onw-ithang 


BY POST / PAX 62446S 


Dear Oavtd 

fla: The Plaquemines Trust 

1SSS Is vrtdabfa. ». . *i oraaled on 28 F«bni«-i, 

conoidbr- Ihd BrMOhoi tobo Ajalnsl PorpslulUes^ 

.^lik.ly.o==,SS7hrd«ld^ C=un^«n,uw b. 

tbemlbro; ib, Tni«..i would boMlw omS^^fh??"" *“ "■ 

w»M, nndaall(ig.ooofdlnolv ° ” ^ fin/denlly In regardlnj (he Truat a* 

, to "« -«'«.«- .n my 

b te’bS*toSli^d' ‘*1“ «>= Tiust 

-.(etwoo h«S,n,d^ STl^oSS?' ■='»<'». 

anbtid, aoch u corporaSons non-human 

a non-humon «nm/(iha '! I’ *=”'"■ »«» 

Bulldog Non QlantorTruat) ^ by IhaTiuataBs o1 Iha 

^.rSr^bTo.'^'^L'b-Stl^^^ Non aranmr 

wi^lch ft was created *Ttrs ow of 

MIh tha ^^ksaSnBe VM IhJ 1°' I™*' **’ 

Pbguomln^ TrCtthavoTovor 

Noo Grantor Trurt) (or the SsSsim^ ^ ^ >ha Trust Fund of the Bulldog 
fermal deed of RMppoIntmerUrilto^lSlS <'>«! there be a 

Orcumstaneos, Aundyr Tnjst ComDart^K^.H T ‘s'"”* ‘’=—‘1— In the 

purportedly held In the '™'“* °' “»«• 

Trustees of the Bulldog Non oSTtof Tn^t ® °b ^e trust fa , tf,. 
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I oltaen J. draft Oaad 0l Hoappoinlment lor your rwlaw. 


Not« ftal th e only pumorioil Soo,ii^i,d n- f inrtm- n,. rt i = 

ManaiBd in clauM JlaJmflS °' ”°"S Kona 

hove barn a«>lBnal«< b,™ 

tolonmca to laaSa of lh"s" ’(aiflO, Tha 

conlainad in clausa ilalllln if mb Tmarn.^ i * benaliclarias, 

lbe frlttortenon.|.um,?i. ’ ° ^ "’“"ha or affacf, aa 

PlaqueminM TiSn?a"M'5i^°'aa^TSf*fh 

to lha Banelirtaria. of uky j!??"* T "oWicallon 

auoh noBflontion b tor IntbrnSKy ^ 

>«alton «nsequaiw«^1J|™'b^“'!'l,^ apoaiUon to aovlsa on any 
juriadicflon othar than that ^ tho hhSMj,. »ny ti»mm 


3|003 


ioo: 


Wnd regards, 

t:x. 

Paul B. Baclratt 
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Th* PiDtcetamt* CSommittee 

BuBdogltatt^naq^iaBilaes'nutt 29* July 1999 


DenrSin, 


Yoii will xccftll our ysovious discussions in leUtdon to lha arnumstanoes sunoimding the 
c irallon of the Plaquemines IVust and our great *t<«* tK^ originai appmnnncnt 

fiom d» BuUdoe Trust into Piaquemlaes llnitt was Invalid. Ineal Couniel atpaa <*ith 
our omooens and we have now finatieed our position on tina "»««w muSt ttw« k ig our 
view dial the orlgtosl ajpyotritmMnf Ky plMpwmtiw »»» ^"Tnlld 


We are thereibie pro posing to i^polnt the essefs of PisQuemines to Bulldog; to tlw cicteiit 
drat any such ap pointment is even neeesaary. sad attach a propoaed Deed of Appointment 
to eStet this. Whilst your cioosnol is not npedfically lequlied in respect of this 
sanstoionwelialiew itisofsafiSdsat signlflesnoe for you to be made awsie of what is 
being proposed tod should be grateful to receive any conuBCota that you ouqr have. 


Yours UthftaUy. 

Aundyr Thist Compatv limited 




£BHnanent.Si.hr>....n.,»...„ 

_EXHIBIT#6fi-invAn-> 
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»«K1 NUtl:J<l!4jN 


^ PBS BUB ?? '99 03:37 


T>OS deed OP I^APTOINTM^ l« m»ae lh« 

Ono lhoiB»iKJ pin# hundred #nd nlndtiwiin# 



aUNDYRTHUST company ||iM(TEO whose redtsiewd afflc# I# ** lwer nNion»i 

C**to HB. victwia Bob 4 OouglBS. isle of M»n 1M2 4RB flhB Appsirtw#') 


SUPPlXKEMTAt to Known MdwPtaqdwnln#* lni»td#tod 

W Fetouuy IMS nh# 8«Ben«nn bawieen BuBdoB NiMvG«ntorThj«{* 

SBmenwrt itatod 13 Meroh IMS) »s Settipf »nd Wychwood Tnm Umitod wi Trudtoi. 

and RIRTHEH SUPPUbMfcNtALto a Oeedo* Raw»m#nt and Appolntmore td N#w 
Truslrts dated « Howeinbcf 1 BBS made between MfchMJ C P««h «nd Shand 

Bobtotttm Oommlttae ol PWeetots. tl^rshwoodTreM Umlwd and J«nek K Basnet 

as retHng trestod* (Mr BBiine!l hawtng town appdmed a inisto# In #noi) and toe 
AppOMan 

i 

WHEItEAS : 

1. The Ap(iointixehe»h»lnoood»»ii*<hotdtoemaaV»aoot«s Iristoasedto# 

SeOtentoW. ! 

Z. TheA|ipc*itorehav4bi»nBdtdt«dbyManollWnatwto«*laMrt 

AdvwOBd. that to# jseaement would b* tefltnlwl M eoW by toe Courts ol 

toe telB ol Man as b^np in bfeaeh ol toe BMe AgalM* PotpatoHiM 

3. TbaAppototore rely on the oqWonot Mann fc Partner# addressed to toem 

dated fiNtowmher IMBthaltoaAppotntaratoerofare hold toe Trust Fund ol 

the SatttemcRt (as tonndn dallnod) as bara truMeea far toe Bulldog Non- 
OrentarTnist i 

d TWsr^^itfnlorafafitoBavoidaneooldoutdsndoonaalousollhseildB 

dlecrsibit o! to# Isl# o< Man Court* In su^ m^rs wish fannB»if to reappoW 
to# Tnaa Fund of to# SdtUement to the tmsteei of the BMlifaB i*«i>6i»*m 

Tmtt 

5. The redtrfaijoncontairw^teCaausesaftOot tog Settlement piwendnfltha 

appoblbnattf by M reeerelon Of otoends# rt iBtjf part <d the T»w« Pond » 

to# Sotllto .|nam#|y toe Bulldog Non Grantor TtubO ts-woM a# to# SsWement 
RsMiS'vtod j 

e. TheApfMdntem^^BtomdbdwgetlwhlUMttoeaetaraliuatwtotoeSeltlof 


Dwm W n<««H>M>Mni / CM ^ seereM r Oare 3 Pween r rtoS 
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j nrr*. i fMJOcR t sui'i 


tf3b HUb 


7. ThB Appamtors «r« tivstae of Viiriuia>gliravOnfltiH Tfusl 

Nownns IKSIRRB^OCABL'if'WIINESSES estolOM- 


Ttw Aip|ioHdis in ■meise dl tholf (ia«Mv ac tsuB 6t^HW1Rmi(Feom|Wisa# 
¥dthin tfw Sett>«T>enr and of any nnd «tfeiy othM pontr •MbSng ih«ni HERSBV 
mnEVOCABt-Y APPOINT and D^IARF Dial the Tnnt Pund of the Setdamant 
(Mdudbtg vditioul any Bppottionrnam an ittcoma recelvad an or attar Iha data ed Oda 
Oaod r w twtti B t a iidinattiai the aa^r may uva aseruad (HheOy or paifly batora tlia 
daia of ttils Dead) chaBfnam lha (jiaia ef this OMd be haM by 0>a Appabnota iQxmtho 
trusta at the BuMeg Non>Gtantor| I rum with and iub)aot 10 tna powara arm pTDwiaiaM 
deelBied wid corRabiad In tha Buildoe Nan-Grantor mot aa an additmn ttianato and 
as one tUrd ioral purposes. 

Any tosaten of arty IdtKt oecasropad by ttus appomtmsm ehaO be bomo by the Trust 
Pund. 


EXECt/TEO AS A DEED the day and year first Bbotre wnitan 


Tim Convnon Seal of 
AUNDYB TOUST COMPANY I IMITeD 
mis hereunto afftaod In the 
imwtooer. 


Dirador 
IXieetor/ Seorebny 


p«d NMwrirnncrt/DiM 7 lUArasif Mvn a Pirtwsr nta 


ua-.sf 
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10/12/04 TDE 13r08 FAX 


Boocdter 
■AUNDYR Tnirar , 


aoo4 


lCOM)PANVT.rMTpr> 

iMJxm&sf Tht BuH^,,p Tn,4f -.nrf Thr T'l, i , ,.„en.tee» T„... 


ofDeoeffibCTn9?97 


H“s?.Cistlg Hill.-Victoria,l^^^ 


PRESENT; 


APOLOGIES; 


K.A. Jones (in theQair) 

^ 

Da.. Harris 
J.M. Wattersoa 


I. 

l.L 


2 . 1 . 


3. 


3.L 


4. 

4.1. 


OPENING 

the BULUDOG trust and the PLAQUEMINES TRUST 

meeting wee to diecues matte®, eolely '* ’™‘ ““ 

VAJLIDITY OF THE PLAQUEMINES TRUST 

advice received ftom ConLi Boudog TrMt mto the Plaquemmes Trust. The 
now been considered therefore'tt.m^ o^i f ° Trustees and it had 

into the Plaquemines T^ hr^lu T appomtaent by the Bulldog Trust 

of the Plaquemines to 2e°SovT T 

a Deed of Rc-appointment had been nr.. a u and m this respect 

Partners. After appropriate considemtionf it Ctsoledr^''’ & 

Stinted on & Tafttrers 

seal in the presence of any two oStoi. ^ ' “'’’"^“lott'of the common 


CLOSURE 

TBcm being no furtber business, the Chairman dosed 


Ihc Meeting. 


Chfiurnian 


Date 






ig/sJd/m}m/aiirtd,piq,„n 

tOO0 

CONFIDENTIAL 
SECI00107192 
PSI00135539 
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10/12/04 


5009; 


Itm 13:08 PAX 


Boacher 


0)006 


DEED OF REAPPOINTMENT is made the 30* day of December, One * 

nine huiidf^ ud mhSQr-nine; ^ 

BY 


House, Castfe IBU, VicJoiia Raid. Douglas. Isle of Man, 1M2 4RB 

SUPPLEMENTAL to a settlement- known as the PUquemines Tnist 28 Febniaiy 
1995 ("the Settlement") between Bulldog Non-Qiantor Tbust (a settlement dated 1 1 Match 
1992) as Settlor and Wjrchwood Trust Umitad as Ttustee, and PllBnrPB 
SUPPLEMENTAL to a Deed of Rettrement end Appointment of New Trustees 22 
November 1995 made between Michael C. French and Shaiyl Robertson as rAr^miH.. of 
Ptotectois, Wychwood Trust Limited and Janek K. Basnet as teBiing trustees (Mr. Baaiet 

having been appointed a ttustee in ^r) and the Appointors 


WHEREAS 


1. Die Appointors have in good&ith held themselves out as Thistees of the Semernent 

2. Die Appoiruora have been advised by Mann & Partners, their Isle of Man Advoeates 
that the Settlement would be tegaided as void by the Courts of the Isle of Man as' 
being in breach of die Rule Aeainm Peroetnities. 

3. ne Ai^intors rely on (he opinion of Mann & Partners addressed to them dated 5 
NovOTber 1998 that tha Appointoo therefore hold the Trust Fund of the Settlement 

(as thereindefmed) as bare trustees for the Bulldog Non-Giantor Tiust 


^ r^potars for the avoidance of doubt and conscious of the wide diaoretion of 

T el Co*^ “ -“ttos wish fonnally to re^tpoiut the Trust Fund of 
the Settlement to the trustees of the BalJdog Nou-Orantor Trust 




- oi me ietuemeDt prsveatme the 

appointment by way of revulsion or otherwise of any part of the Tiust Fund to the 
Settlor (namely the BuUdog Non-Gtantor Trust) is void as the Settlement itself is 
jiBii.. — , 


S. The Appotoiors wish to discharge their liabilities as bare ttustee to the Settlor. 
7. The Appointots are iruatee 6f the Bulldog Non-Grantor Trust. 


f ermanent SnbcnnimUfM. o niiivfT°«on!^ 
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lo/l!!/04 -ttlK 13:0« m Boacher 


idtOB 


NOWTfflSXIEEiniUlEVOCABLYWrrNESSES^rarowi:- 


Tbe Appointots in exercise ef the power as bate trustees of the assets comprised vrilhin the 
Settlemertt and of uiy end every ether power enabling them HEREBY OUREVOCABLY 

^^pe®TrnnS=BBe03®iffiB"^=TtrafTiffla^rwsKa^»r^i^^"^®S"W 

apportionment ell income received ion or after the date of this Deed notwilhstanriing ftiat 
the same may have accrued wholly or partly befirie the date of diis DeerQ shall fimn ths 
date of this Deed be held by die Appointors upon die trusts of the Bulldog Hon-Gtantdr 
Trust with and subject to the powers and provisions declared and cost^ned in the Bulldog 
Non-Grantor trust as an addition thereto and as one fund for all purposes. 


Any taxation of any kind occasioned by diis appointment shall be borne by the Trust Fund. 
EXECXITED AS A DEED die day and year first above written. 


The Common Seal of 
AONDYR TRUST COMPANY LDyirrED 
wss hereunto affixed in the 
preseoee ofi 






. aoolpi 
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^<210 


Our Ref 
Pf38 




IS MSklf 1886 


•Hjans 

riMne«i^)«CjQ2| 


smd*^ a •: tBk 
i^OHAriti 

Hi * 



^ HairiSt Ebq. 

0 >M Ewcmim ORKa- 

^ Oi^nialimai UmiMf 

OORnaftmalHnM 

£^H III.Vtaoii«BoaJ 

Dnugbsi 

bfaolMui 

lk&4nB 

POST/ FAX SS+»ao 


THan» iwi far J«M iBiteraf 6 May 1098 , 

wTOwntejln *EtoS^ owt arfofa^?!^ 

TVuiit SiRwato -^iTV Bum^ Tnitt «Kl to Iha 

<»nimeito«»wmdi«raSfa^I^SJ^^ Wo-iriB noo^x 

®e*«o irawreWno lli« ' 


®“**^^i**^thoiierp8lu6yp*ifc5iSrt^***™^ ag«^ pefpmw6o&.||t 


i-viHiwnvTnat- j; 

•pw 6»««i<«i fn ci«J; 

•’BiwateneBB. #» Tni«t vwpiiU be wou ^ 

b has * ._ 1. 

jggg yhyf »« toe Couit be 

toVliecIrefeiw^toiiiiMiiinito^S^ Mneittled tm ttm tfiej 
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FAX sugoa 




l^artaiers 



SSnJSir ^ “* “•**• ’W(o» wnpoimrs fliB Tiustee b Iwinlna^ Hw 
«ie lia>oti!!r<Su^^M£%i!^,S7 *" '**“ P'^wnedy k> 

>— >Kcm»»8umhgrni«-Hii... — ^ **“ *2™. Tt^Tn^ mild 

«B rtfSf’dtete nS!!rtir^.y**°** **‘BBn»ut In Secttn IH) 

*®®'' P*tivl:riano cf Sect^ 

gy»^*«»>l» ctZ Sw Sy gymnuon („m ate 

®ouit b Mmdto?h ij! ^ l» »mm ate 

s«-s2!2i o. sssr 

P»PV Af 1S^^»£^ •• *«»«»» o^a a«a i 

"SSdSS.'^ "P <*»h«ia ibWw ordsSniSSZ^SJ 

app««»t/l../'. "«'• «• »»» W^wt onMer e>^; 

' "»F9» on 
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.«« «ai,u3 


Mann& 

Partners 


(9912 


2;8UBaw«d period m *» «»«"«t to 


^ mow oil to the iMKt stsge “'doi^el we 


Xa 
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O 


= Redacted by the Permanent 
Subcommittee on Investigations 


WYCHWQ Q D- m USTJlB M IIED 

FACSIMILE TRANSMISSION 

TO : Maverick Capital DATE; 17 October 1995 

FROM : Shaua F Caims 

FAX REF. :WTL 376/95 

FAXNO. tOOlflBW 

ATTENTION : Michael French 

NUMBER OF PAGES INCLUDING THIS PAGE ; 57 

We are tranamittlng on facsimile number 01624^HP<lnteniatioQal Code 44 1624) . If you do not 
receive this message completely please contaci us on telephone number 0162<|||P^^ 


Re:- Lafourche and Red Mountain 


S<Kiy for the delay in sending you the attached. We have made additional changes 
to the 4th Schedule of Lafourche - see under point 1. The genders were a bit mixed 
up. Could you please let me have your views before I have them signed up and 
dated. (Back dated). I have had a chat to Ronnie regarding the reimbursement of the 
$50 000 and he has asked me to refer the matter directly to you. Could you please 
check with Shari whether the breakdown of costs that I gave her were acceptable 
and thereafter I will send you a fee note. 


Kind regards 



1 Permanent Subcommittee on Investieations 1 


1 EXfflBIT#66-FN607 I 
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3257 


Mike French Esg. , 

Maverick . 

=Wf5TT Central Expressway, 
Dallas, 

TX 75206. 


Pax tO: 


010 1 


2ad fax of November 26th, 
Redacted by the Permanent 
Subcommittee on Investigations 


1995, 


thank you for calling earlier today. 

Doan notes for the $24, 999s follow. Please fax the 
Protectors' authorisation to forgive the notes, as of today. 

I note that you wish the original Settlor to remain a 
beneficiary, to benefit from a 'grandfathering' provision and that 
this is more important than speed. We will therefore persist down 
the Shaun Cairns/Pannell Kerr Forster/Assessor of Income Tax route 
and we will not exclude Manx beneficiaries from benefitting under 
the trusts . 

We will debit $10,000 to Bulldog and $5,000 to Pitkin to 
reimburse Keith King with the lawyers' fees plus interest^ * 

We will debit $1,700 to Bulldog with which to reimburse 
Keith's colleague with the cost of travel for one of Sam's sons to 
the Edinburgh Tattoo. 

You will ask Michelle to advise us to whom we should pay 
the long overdue $1,000 towards the capital of Scottish Holdings. 
Please advise the proportions as between the trusts which are to 
invest . 

( 


R . Buchanaa . 


I Permanent Subcommittee on Investigations 

EXHIBIT #66-FN607 


CONFIDENTIA] 

PSI0011823 




3258 


THE BESSIE TRUST 

BALANCE SHEET AS AT 3tST DECEMBER l»»S 


CURRENT ASSETS: USS 

Loan to Bertcshire Tnist 24,999.00 

Investnunts arMarlSTVilul j9j33 j|3 

Accruals 122.22 

Cash in Hand l-OO 

54,255.53 


LESS CURRENT UABILITiES: 


Loan from Richland LimiteiS 14,515.91 

Loan from Morehouse Limited 59,219.71 

53,735.62 


NET CURRENT ASSETS 


10419.95 


REPRESENTED BV: 

Trust Corpus Introduced 

Surplus of Expenditure over Income for the period 


25,000.00 

(14,480.07) 


10.519.95 


Signed for and on behalf of 
Lome House Trust Limited 



DATE:2r^d CUbCbCf, R^lb 


j^rniaB ent Subcommittee on ynvestigations 1 
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THETyLERItWST 

BALANCE SHEET AS AT 31ST DECEMBER l«9S 


CURRENT ASSETS: OSS 

Loan b Berkahire Tmst 24,999.00 

9.S66.47 

Aocnals <!.H 

Cash li Hand t.00 

44,627.71 


LESS CURRENT UABILTITES: 

Loan liniiB LSlte Woddy Limited i 7,44S.09 

Loan from Roiriag Folk Limited 9,422.72 

26,S67.S) 


NET CURRENT ASSETS 


17,759.97 


REPRESENTED BY; 

Tirust Corpus lolroduced 

Surplus of Expenditure over Income for the period 


25,000.00 

(7,240.03) 


17,759.97 


Sisned for aad on behalf of 
Loree House Trust Umlted 
As Trustee of the Tyler Trust: 




Jjf oJb, 



PSI-WYBR 00311 
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TO; JKB, 
Prom : RB 


19th January, 1996. 


The Wyly Group 

It has been decided, belatedly, to give Shari a trust. MF will ask 
KLK t o fund it: Bulldog & Pitkin are to repay him. 


The options which Concho, Little Woody & other domestic trusts 
have been writing recently are likely to prove profitable. We will 
be asked to sell them to South Madison, Bessie & Tyler against 
annuities. Mr. Chatzky is advising MF on the necessary 
capitalisation of a company issuing annuities. 


Permanent Siihcommittee on In vestigations 
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Ol> I 


Konald Bucbuiait 


COMPANY : Lome House Trust 


PHONE: 


Redacted by the Permanent 
Subcommittee on Investigations 


FROM: MlkeFreodi 


PHONE: 


DATE: July 10, 1995 


NUMBER OF PAGES (inclutUng cover): 


TIME: l!07 PM 


COMMENTS: 

OearRooiue; 


•A/o/fM /i-twin-o 

.<-<•»> tTt-0 

6(sx>tiv^' ^-n«iT{ 0 


Please dispose of this fax after reading, as there will be ample documentation as needed. 

It is expected that a recommendation will be made to Wychwood that the Plaquemines Trust and 
another tiurt srtUed wth Wychwood by Pitkin, should contact Eehman regarding acquiring 
options on SSW, probably for about two years at the market Wychwood would finance the 

>' • Wy • p«to. of pi,, codd 

It iMy be flat, as an alteniative, there will be two new trusts at Wychwood established bv Keith 
structure for the calls would be utilized. 

then dispose of R I ba^k ^ ** 

M.vertchC.piU,.m0No„hC.«ra.E„y.Sui,.,S00.lB.3,.O^^ 

(0 &e)o 

I Permanent Subcommittee on Ipyestigafiont! I 
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IfAXTOANSftfflFTAt 


M«mick- 


Sbaun CiUnM 


FROM: MUceFrcndi 


COMPANY; Wythwood Trust UmUrf 


PHONE: 44 1(24 


441C24I 


Redacted by the Permanent 
Subcotntirittee on Investigations 


PHONE. 214 


FAX: 214 


Redacted by the Permanent 
Subcommittee on Investigations 


DATE: July 10, 1995 


NUMBER OF PAGES (including cover); TIME; 3:50 PM 

2- ‘-f CJo-ci 

I 'Z- 

COMMENTS; ^ 

• . . ' 

DearShaun; 

— ■ •' ' 

I recommend that you immediately contact Lehman Brothers (Lou Sehaufel«M 720 9471) 
regarding the acquisition of two year call options to purchase Sterling Software at the market. 
These would be acquired by the Plaquemines Trust and another trust established by a Trust at 
Lome House, or, if Keith is willing to establish two new trusts that parallel the Bessie and Tyler 
trusts he set up last year with Lome House, those new trusts could be the acquirer. 

In rather case, the actual transaction would be done through a corporate subsidiary of the trusts, 
Lome House will assist in arranging the financing. 

TUs transaction, if you as trustee believe it is beneficial, would need to be effected very quickly. I 
vnll call you when 1 reach the oEBce in the morning. As with my other fex. I suggest that you 
dispose of this one as there will be adequate subsequent documentation of any transactions. 

Please show a copy of tNs to Keith. 

Also, I am looking forward to receiving your proposals regarding the Nevis bank. 


COMMENTS; 


Dear Shaun: 






MaveriA Cqii»I • 8080 North Cential E.\prKs» 3 j • Suile l 30 a«LB-}l •Dallas, Texas 13206-1895 
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TO: Sbattn Calras 

COMPANY; Wvchwood Trust 

FROM; 

PHONE; 

ca v- 

Susan Sims 

tid. 

PHONE’ 011441 


214- 

Redacted by the Permanent 
Subcommittee on Investigations 


Redacted by the Permanent 

rAA. 


FAX; 01144J 

Subcommittee on Investigations 

jr. 

DATE. 

July 12, 1995 

NUMBER OF PAGES (including cover): 1 

TDUE: 

12:53 PM 


COIUMENTS: 
Desr Shaun; 


1 spoke with Mike French and he asked me lo respond to your request. 


The name for the trust having to do with Sam Wyly is; Lafourche 
The company name is- Devotion 


^e name for the trust laving to do with Chailes Wyly is; Red Mountain 
The company name is- Elegance 

Please call me should you have any questions. 


Mtveiick Capiul . 8080 North Expr...w», 


• Suite 1300 . LB-31 . IWiM, T«« 7SM5-1S95 


Permanent Subcommittee oo Investigations 
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Tot AJB, JKB, Shaua Cairns, RJC, FKVC, DJ. JEP, BAR 


From : RB 


leth August, 1995. 


Plaquemines, Delhi, Assumption a Pueblo Trusts 

Shari RobersCon, who administers Che Hyly Brothers' affairs 
from Dallas, rang yesterday afternoon BST to say that Mike French 
- presumably on Sara’s prompting - does not wish to await John 
Willis's return to set up the Assumption and Pueblo Trusts or 
AJB's arrangement of a new credit line with which to buy options 
on Sterling Software. They will, instead, use the existing 
facilities with Lehman Brothers in Dallas and Wychwood as trustee. 

We have available Elysium Limited to be owned by the 
Assumption Trust (where Sam will nominate the initial 
beneficiaries) and Atlantis Limited to be owned by the Pueblo 
Trust (ditto Charles) . FKVC is asked to alter the draft trust 
documents to reflect the change of trustee to Wychwood and SFC is 
asked to accept trusteeship. 

Wychwood must not be trustee of two sets of trusts which 
are buying options simultaneously since the amount involved would 
trigger a reporting requirement. We have been asked, therefore, to 
transfer the trusteeship of the Plaquemines and Delhi Trusts ^ from 
Wychwood to a temporary trustee and from the temp. Co John Willis 
once he has returned. I offered to be Che temporary trustee in a 
personal capacity but Mike French thought chat I was unsuitable in 
that I control the corporate trustee of Che Bulldog and Pitkin 
Trusts. He asked if JKB wuld be willing to serve. 

FtCVC is asked to prepare deeds of resignation and 
appointment of trustees from Wychwood to JKB for Che Plaquemines 
and Delhi Trusts and JKB is asked to accept temporary trusteeship. 

The Wylys would still like to arrange financing similar to 
that which has been arranged with Lehman Brothers but from another 
bank. 


Permaneet Subcommittee qb Investigations 
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Note to file: 


Re: RB’s memo of 1 6th August 1 995 


After having spoken to SFC and read the fax fiom Shari Robertson, if was deceided that it 
was not necessary to open the two new Trusts, Assumption and Pueble, but to use instead 
Red Moimtaiii and'tE’Pomsdie Trust 

It was still necessary to retire Wychwood Trust as Trustees of Plaquemine and Delhi 
Intcmationai Trust, temporarily transferred to JKB and then to John Whillis if he was in 
agreement on his return on 21st August 1995. 


Pennanent Subcommittee on Investigations 
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Stans Ciinu 


COMPANY; Wychwood Trust Lunitcd 


FKOM: Mktad C. WimA 


Redacted by the Permanent 
Subcommittee on Investigations 


PHONE: 214 I 


IFAX: 214 


Redacted by the Permanent 
Subcommittee on Investieations 


OATE: October 3, 1»5 


NUMBER OF PACTS fmdudiiig cover): TIME: lOtSSAM 


COMMENTS: 

Shari Robcnsoa and ] have reviewed the copies of die two trusisyou fawd to us. ITierc are some 
clerioal eirors that must be reiscdied I assume the documents can be redone to reflect these 
mrrectioiis. 

It is essential that there cotrectiow be made. It is nqr imderstanding that there is a letter of wishes 
5 iTTpiar ^ rtiat ^e& by tbc Settlor of the Tyler aad Bessie tnists ad unra steed by Lome House. It 
was also my understandnig from Ronald Buchanan that these tnists were to be funded la the 
mmmer set Imrth in the attachments. He can cad me if Ire needs further advice od this. 

Please see to it there conections are effected as soon as possible. Thask you for your as^tance. 


Mavctick • SMK>Koitb Ceeteal Ei^msway • Suite 1300 • L2>31 • Dallas. Texas 75206- 1S9S 
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Re:' Lafourche aod Red Mountain 

Sony for the delay in sending yon the attached. We have made additional changes 
to the 4ih Schedule of Lafourche - see under point I . The genders were a bit mixed 
up. Could you please let me have your views before I have them signed up and 
dated. (Back dated), I have had a chat to Ronnie regarding the reimbursemem of the 
$50 000 and he has asked me to refer the maoer directly to you. Could you please 
check with Shari whether (he breakdown of costs that I gave her were acceptable 
and tbereail^ I will send you a fee note. 
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MORGAN, 


LEWIS & BOCKIUS 


MEMORANDUM 


TO: 

FROM: 

SUBJECT: 


Michael French 
Charles G. hubar 



DATE; February. 15, 1994 


Tax conaeouenoas o < Brantor Trust. 


You have ashed loe to prepare a Bemoranduai regarding the 
U.S. federal Income tax treatment of G.S. citizen beneficiaries 
fffie H-TaSb avers"} of foreign (IxSi., 

ekabllshed by an individual (the "Grantor") who 
is a nonresident alien of the United States. For purposes or 
this memorandum, you told me to assume the following facts; 


vaoes awn aBSPMPTIOHB 

1. The Grantor, although not related to the 
Taxpayers, has known the Taxpayers for a considerable period of 
time and will establish the Trusts for the Taxpayers' benefit as 
an entirely gratuitous act. All moneys contributed to the 
Trusts, now or in the future, will belong to the Grantor, and he 
has not previously and will not in the future receive any 
consideration, reimbursement, or other benefit for, or in respect 

of, this act, directly or indirectly. Further, the Taxpayers 
have not previously made gifts to the Grantor exceeding DS510,000 
in any taxable yezir. 

2. The Trusts have been established in the Isle of 
Man as typical discretionary trusts. Under their terms, the 
trustee (the "Trustee") has been given broad powers to manage and 
dispose of the Trusts' principal and income, subject, in most 
cases, to the consent of a protector (the "Protector") . Neither 
the Trustee .nor the Protector is a beneficiary of the respective 
Trusts.-*' The Trusts are irrevocable but may be modified by the 
Trustee in certain respects; including the naming of additional 
beneficiaries. 


3. The Trusts will acquire a majority share Interest 
in a non-U. S. corporation ("Hewco") organized to engage in, Integ 
alia , the insurance business, exclusively outside the United 
States. Nei-ther the Taxpayers nor any persons related to the 
Taxpayers, directly, indirectly or constructively, will transfer 


1/ It is noted that if a party is a Protector, it would be 

for a Trust for which he is not a beneficiary. 

Ql\FMUC\U»AOOJ»]»OaD,2 


Permanent Subcommittee on Investigations 

EXHIBIT #66 - FN 611 
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any uioney or otlisr paroperty- to Kewoo except on an "a'ris's length" 
Basis,*'' end if the Taxpayers provide services to Kovoo as 
employees, independent contractors or otherwise, directly or 
indirectly, they will be compensated solely on an arm's length 
basis. 


PiecoasroK 

1. Consecueneea Purina Grantor's L ifetifflS 

the broad discretionary powers affordegrto 
the Trustee and the fact that the Grantor is also a beneficiary 
of the Trusts, the Trusts will be "grantor trusts" for all O.s. 
federal income tax purposes pursuant to the provisions of 
sections 671 e£ seo. for so long as the Grantor lives. As a 
consequence, the Grantor will be considered to be the owner of 
the portion of the Trusts (including the shares of Newoo) 
attributable to the property that he transfers to the Trusts, and 
all items of income, deduction or credit attributable to such 
portion will be included in computing the Grantor's taxable 
income and credits for U.S. federal income tax purposes. 

However, because the Grantor Is a nonresident alien as 
to the United States and neither the Trusts nor Newco will have 
any income from U.S. sources or effectively connected with the 
conduct of a U.S. trade or business, the Grantor will have no 
actual U.S. tax liability or obligation to file a U.S. income tax 
or information return. 

In the assumed circumstances, the Grantor will be the 
solo transferor of property to the Trusts and will, accordingly, 
be treated as owner of all the interests in the Trusts. Thus, 
all income of the Trusts will be notionally taxed to the Grantor 
for U.S. federal income tax purposes, and the Taxpayers, U.S. 
citizen beneficiaries of the Trusts, will not be subject to U.S. 
tax on any distributions received from the Trusts that are 
attributable to income realized by the Trusts during the 
Grantor's lifetime. Rev. Rul. 69-70, 1969-1 C.B. 182. Further, 
because the Grantor will be treated as owner of the shares of 
Newco held by the Trusts, the Taxpayers will not be considered to 
own any shares thereof for purposes of the provisions applicable 
to "controlled foreign corporations" ("CFC")*' or "foreign 


For this purpose, a transfer is considered to be "arm's 
length" if undertaken on terms, including financial terms, that 
would be made between wholly unrelated persons in comparable 
circumstances. 

a/ PbR 670419560A (April 19, 1967). Sfig Coda JS 

318(a) (2) (B) (ii) , 958(b); Reg. S 1.95B-2(c) (1) (ii) . 


0:\»U»UCUU»«063n>*C>ao. 1 


- 2 - 
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Jiersonal holding coKpsnles" {"iEeHC«44'. atvd lilwly wlW ^ 
coTCBts&Sea to own ony shares of Hewco for purposes of 'th© 
"passive foreign investjaent coapaiiy" ["PFic") provisions,* 

Thus, the Taxpayers should not have any current U.S. tax 
liability or reporting obligations in respect of Incoae realized 
by Kewco during the Grantor's lifetime (other than compensation 
that the Taxpayers may raceiv© from Newoo, directly or 
indirectly, for services performed on its behalf) . 

Consequences Follo wing Grantor's Death 

Following the death of the Grantor, the Trusts will no 
longer be grantor trusts for U.S. federal income tax purposes, 
fiiTidi th6 Taxpayers, as peneficiat ies ot the trusts# will Pecone 
subject to the normal rules regarding the taxation of income 
received through Interests in foreign trusts and certain foreign 
corporations. 


(a) income fr om Foreign Trust 

Income and gains accumulated by the Trusts prior to the 
death of the Grantor may be distributed to the Taxpayers 
following the Grantor's death free of U.S. tax, since such ineome 
already will have been notionally taxed to the Grantor. However, 
income and gains realised by the Trusts following the Grantor's 
death will be taxable to the Taxpayers when distributed to 
them.^' ■' 


i/ Rev. Bui. 79-116, 1979-1 C.B. 213. 

§,/ At the present time. Prop. Reg. § 1.1291-l(b) (8) (i) (C) 

provides that beneficiaries of a trust (other than a tax-exempt 
employees' trust) are considered to own a proportionate amount of 
stock of a PFIC owned by the trust, directly or indirectly. 
However, similar language pertaining to CFCs and PPHCs has been 
interpreted not to apply to stoc)c held through a grantor trust. 
See authorities cited at footnotes 3 and 4, fiHBcg. Further, the 
instructions to Form 8621, the annual return for direct and 
indirect shareholders of a PFIC, indicate that the grantor of a 
gj^antor trust, and not the trust itself, is treated as the owner 
of PFIC stock held by a grantor trust. This implies that other 
beneficiaries of such a trust would not be treated as indirect 
owners of the PFIc. Moreover, the IRS, in a notice of proposed 
amendments to the PFIC regulations, issued April 1, 1992, 
solicited comment from taxpayers on whether different attribution 
rules should be adopted. 

fi/ Because the Trusts generally will keep their books on a 

receipts basis, it will bo beneficial for the Taxpayers If Kewco 
distributes its profits to the Trusts by way of dividend 
currently. Dividends received by the Trusts during the Grantor's 
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If aistrlbut-ed in the-vsw. r&aiized by the Trust, sueb 
income and gains will retain tbelr character and be taxed to the 
Taxpayers at the current rates applicable to ordinary income and 
capital gains, respectively. However, if tbs Trusts accumulate 
income and gains following the Grantor's death, this will result 
in several adverse consequenoes to the Taxpayers. First, under e 
complex set of rules contained in section 667, the amount 
received by the Taxpayers as an accumulation distribution 
effectively will be "thrown back" to the years when such income 
was earned by the Trusts and taxed at the Taxpayers' highest 

marginal rHtB“^r such years.i'^ — S econd, th e eharaet er of 

capital gains realized by the Trusts will bo lost when 
distributed to the Taxpayers, and they will be subject to tax on 
such gains at current rates applicable to ordinary Income, which 
generally are higher than rates applloable to capital gains. 
Finally, under section 668, a nondeductible interest charge of 
six percent per annum will be imposed on the deferred taxes 
attributable to the accumulation distribution (adjusted for any 
foreign tax credits available to the Taxpayers) Thus, unless 
the economic benefits of tax deferral outweigh the section 668 
interest charge, it normally would be recommended that the Trusts 
make current distributions of income and gains to the Taxpayers 
following the death of the Grantor. 

(b) inggins-lrRiii- Ushsp 

A U.S. person owning shares, directly or indirectly 
(including, e.g. . through a beneficial Interest in a foreign 
trust) , in a foreign corporation that is a CFC or FPHC may be 
subject to U.S. Income tax currently on certain income realized 


lifetime will be taxed to him and not to the Taxpayers, who may 
later receive distributions Incorporating such dividends on a 
tax-free basis. By comparison, dividends received by the Trusts 
from Kewco following the Grantor's death will eventually be 
taxable to the Taxpayers notwithstanding that the profits from 
which such dividends are paid were earned by Newco prior to the 
Grantor's death. 

2J The amount ot the actual distribution will be grossed 

up for., any foreign taxes which such income has borne in the hands 
of the Trusts, and the Taxpayers will be entitled to a limited 
foreign tax credit for such taxes in computing their U.S. tax 
liability on the accumulation distribution. However, in the 
envisioned circumstances, it is unlikely that the Trusts will pay 
any foreign taxes. 

&/ The total of the interest charge plus the tax incurred 

may not exceed the amount of the actual distribution. Although 
the section 668 interest charge is itself nondeductible, it is 
subject to a further interest charge in case of late payment. 

0>\»UBLICSLV8AQ03}\}4£«ei.| -.4 — 
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by the oorporatlonj whether or sot- such incone is reoelvsa By tht 
O.S. petem. similarly, a U.S. person owning or considered as 
owning shares in a foreign corporation which is a PPIC may suffer 
adverse 'D.s. tax oonseguences on the receipt of certain excess 
distributions from the oorporatioh or proceeds from the sale of 
its stock. 


Following the death of the Grantor, Hewco will likely 
be a CFC and, depending on the nix of assets or income, may also 
meet the definition of a FPHC or a PFIC. Discussion of the 
cohseguences of Neweo becoming a CPC, a FPHC OT a PFIcT,s beyond 
the scope of this Memorandum. In general, however, it should be 
noted that to the extent Neweo earns active business income It 
may be able to avoid the adverse tax consequences of being a CFC 
or a FPHC. Avoiding the consaquencos of being a PFIC, however, 
will depend not only on the active level of business income but 
on the percentage of assets deemed to be in this active business. 

(c) Feportina of Inter&stg in .Hew gQ 

A U.S. person who (i) vacquires" five percent or more 
in value of the stock of a foreign corporation, (il) acquires an 
additional five percent of such stock, (iii) owns five percent or 
more of the stock of a foreign corporation when such corporation 
is reorganized, or (iv) disposes of sufficient shards to reduce 
his interest to less than five percent of the foreign corporation 
is required to report his interest in the foreign corporation on 
Form 5471. The relevant statutory provision, section 6046, 
indicates that stock owned directly or indirectly must be 
reported. In implementing this provision the reQfUlations state 
that persons owning shares directly or indirectly through a 
foreign corporation or foreign partnership must report their 
proportionate interest of a foreign corporation's shares held by 
such corporation or partnership. Reg, S l.6046-l(h) <i) . On the 
death of the Grantor it is likely that the beneficiaries of the 
respective Trusts will be deemed to "acquire" the requisite five 
percent or more interest, thus requiring the filing of 
information returns on Form 5471. Further, since Neweo will 
likely be a CFC and may be a FPHC, then in either case there 
would be significant additional information required on Form 5471 
beyond the minimal information required for a five percent or 
more shareholder. 

A U.S. person holding, a direct or Indirect Interest in 
a PFIC, including an interest hold through a beneficial interest 
in a trust, must file an annual information return on Form 8621. 
Thus, if Neweo were to become a PFIC following the Grantor's 
death, the Taxpayers would be required to file such a return. 


MGP:CGL!mclw 
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^ustlS. 1995 


— = Redacted by the Permanent 
Subcommittee ™ JnvestiiraHf^ 


Mem la .^laiio 

rtS: f^oartnes Tt>istfS«STSt^?E8TaireheTii^^ 


As te pSijtoofae conroHliM, wraxmmaid that Wyrchwood Triisl resign &s Trustee 
for (he PlacpjeRiines Trust and the Datii Trust 

Attar the tE^'ignatian is in affect, we ftsther racommend that ta Foundis Tnet punSiase 
^,334 a nd Rad Mountai n Trust p urchase 185,868 Sta linq tarll opticm (A tnaricaij 

If you have an vauestiots . you may. reach me gariy morning at the house (214) T71-8063, 
(Vtiyfax(214}flHBBl Whan you start trarflng, please tat me Icnow. 
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THIS DECLARATION OS' TRUST Is made the 2a day of CDc^sl-s^ 2000 ,'BY 
AUNDYR trust COMFANV LJMTEED of Intematfond Ifotise. Casfle Hill, Victoria 
Road, Douglas, Isla of Man Oiaremaftsr called “Aimdyr") J 

■WHEREAS 'I 


Auudyx is die present sole trustee of a Ttust Agreenaent of the Bulldog 

— - • ~ ^ qth»-gW g^dJ -Trnjai»^ nf lliT h M a r d 3. i9g2 -. 


by and betaroen Sam 'WW (fiiarein die "Setfliir) of the one part and loioo I^use 

Trust Company Liraitodftherehi tbs "Trustee") of the otbarpait 


B- Pursuant to otarse 18.9 of the Origiaal Tttt5ii'‘Atmdyr intends jrnmediatelyjafter 

ejrecuidoii of das deed to transfer and merge ail of the assets now tieidsnbiect m the 
Original Trust on to the trusts and •with and subject to all the terms and eonditjoas 
declarcdml^DQdsratiQnQfTruat ^ 


NO'WTHISDEED'WITNKSSES nsfeHovre:- ^ 


1.1 


Arradyr HEREBY. IRBEVOCABLY DECLARES that it shall hold an of the 
assets to bo tcansferrod to it fiom the OrigiEial Ttust (as abov^redtet^ ■iqjoo 
^DrmiB trosts 8 Tvi Bubjoct to ftU tlic sBme tgffms and. coadidons are 

cooatamed in the Original Trust (atui as if Aimtfyr were die first-named Tpstes 
fiiereof all such tesms an d condilioDs wem cosiamed horain in estensd) hoi 
with ihe faUawiag substinitioiis and additions:- ^ 



■X)EPINTnONS" . . . 

0 'Trecludod Ptsraona*' means: 


any person who is a ciilzetL resldanl; or dotoicUiaty of fiu situs 
of die ‘Tenst (as provided in clsuso 4.1}, Any such pcc^n is 
ber^iy expressly winded fiozn recedving sny bansfit heiaund^ 
orfiom.bemgaBen^dftrybercundeT,*' ’l 


"19. ADPmoy AND EXCLUSION OP BENEgIClARXES 

« 

19.1 After tho.^cpiradon of the period of two years aud one ds^fiora the diealh. 

of the Settlor the Trustee shall have power at any time and fitjm. ^i»b to 
tbne with the prior writien ctrasetit of The Coxaroittee by revoc^le or 
irrevocable deed cKecirJbed prior to the Tenniaali^ of the Tiir&t to 
and dzxect that any person or cle.’ss of pexsocs (not bemg a 
Pgscbo.) not already indued in tiie class of Benefi^sries shall thcxK^ei&nh 
be Included in such class subject to such (if scy) terms conditicms or 
reatrictiema os may be specified in such deed. 


(iv) 


Perinapenl Subcommittee on InvestieatioBS 


ADDITIONAL DOCUMENT 
REFERRED TO IN THE TEXT OF 
THE REPORT 
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19.2 The Trustee shall bava power at way time and fioxn time to time the 
jaTor writteai casnseat of the Conunittae by revocable or irreTO<a 2 »lp;'decd 
executed heSase the Termination of the Trust to declare that any pasbc or 
class ofpersons&rthe time being included in the class ofSenerficia^ 
otiierwise enable of benefiting uoda* this Trust in esoassequBsce qf the 
exeicise 1^ the Trustees of soy disciedon or or who would oi might 

but fbr the ccer^e’ of th^ present subsequently beottie eo 

inol'ttded or so npablc of beaefiting bareurulcr eHall qo IbcsgBr'bS'^ he 
able to become so capable of baiefiting hersundea: atifl may by such^deod 
also be declared to be and become a member of the d g-s p cf fxsciud-ed 
Pecscnis &t all die puipases hsreoi" 


" 20 . 


Tha parpetaity period appacable to Alia Dedlaraaon of Trust stall te flis period 
oo mmCTCTn g at &a date of Hteoutum of ttda Declaiation and ending 21 peart' after 
the death of the taSt survivor of the grotgi of pomons Hving at llti. Match i 99^, 
composed of the Settlor and the Bencriciariett named in Schedule “A". Section' 2 
under the heading "Beneficiaiies”." |[ 


I! 



IN W3TKESS whateofAundyr Ites executed tMs deed the d^ and year first aWe tveit^ 

Th» Coxomon Seal of 

AwmrR trust company limiter 

was hereunto afibced in the presence oE 





36ax7ci^snnie99/sem 
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xms DEEP OF THANsmaa AND MERGER is mad® Hie ^ day of Ocd«R— 

ZQOO BY AUNDYR TRTJST company LEVOTED of latemational House, Castte Hill. 
VietoriaRoad, Douglas. We ofMan Ojesemafler caUed ’Anmiyi") j 

SRPPEEMENTAI- to a Txust -Agreement of the BuUdog Non-Qreator Trust (heremafter "Hie 
Original Trust”) made as of llfh March 1992 by and betWM Sam Wyly^(thetain t|ie 
"Settkir”) of the one part and Xonie House Trust Company Lmnted (therein the Trustee )',of 
^&eotherp£ttt- 


■SVHEKEAS: 

A Almdyr IB the present sole trustee of die Original Trest i| 

B- If at any tiiae the Trustee of the Original Trust shall also he acting as trustee of ^ 

othra- trust (hereinafier the "Other Ttnst") fbr the benefit of the same Ben^da^s 
upon substan^ally egma terms aoid ooiidi'CioQS, Hw Tmstce is airfhoris^d afaid 
empowered by clause 18.9 of the Origmal Trust, tf in its sole and 
dxscxstiozi such setioe is in Ihe best intereats of 1he Beneficiaries of the Orisf&ftl 
Trusty to transfer and anerge all of fits assets than held in the Ori g i nal Trust to ^nd 
with suoih, Other Trust .j 

C. By virtue of a Declaratioii of Trust (fiMSTBixi called **the Bulldog Trust IT" but 

haremafter the “New Trust") of even date herewith end made by Aundyr 
ixnnicdiately pzior to the execution of this deed^ Ainidyr is also the present Sole 
trustee of gwcrt-'hgr tnjwt now existing for the bcaiefit of foe same Beaeficlanes ?5d 
upon substantially the same terms and cooditioiis, <■ 

D. Pursuant to the above-tascited and being satisfied that such action is in, the 

best interests of the Beneficiaries of the Origiital Trust, Aundyr in its cigjacati|' as 
Tkostee of file Onginal Trust now wishes to teansfor end merge the whole ofj the 
Trust Fund (as defeusd in the Original ‘Ibuct and herefaMifter so icfetred jto), 
{no.fiiriTTiQ arty -mpuJiatcibuted inconie thereof, to itself in its cs^acity as the present 

sole trustee of the Nw Trust and to Itold the aom® with and subject to aD thett^ists 

toixxis and condrtioxLB' declared in foe New 'Dust ]! 

ii 

NOW THIS DEED WirrsnESSES as follows: • 

1 . In its capacity as the praaent sole trustim of foe Orig inal Trust, Aundyr 

TRANSFERS AND MERGES the' Trust Fuaxl of tte OrigxnaX Trust (includisg ell 
if any xxudlstributed insTcme thereof) to itself a£! the ■present sole trusEee of foe 
Trust . ^ . 

! 

2. Aundyr HEREBY DECLARES that it will henceforth hold the assets tranafiirrad 

and merged as afocssaid upon the trusts aod and subject to ad the tsmis end 
conditicHB of riic New Trust !' 

I; 

IN WITNESS whCTeof Auiidyr has executed this deed the day etui year first above ’writum 
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Meeting with IFG International 
David Harris, Ken Jones & Kathy Harding 
Tuesday, November 7*, 2000 
Agenda Items 

1 . Status of Trust Documentation 

- appointment to Bulldog H RUdn H (completed) 

change trustee of Delhi, Lake Providence and Castle Creek from Northern to Aundyr 
: Merge Bulldog II, Dellii & Lake PioviUeu«i 
Merge Pitkin II, & Castle Creek 

Possible change of Trustee for Bessie to Northern from Aundyr? 

2. Creation of sub-funds (SW Family - to move fonrard asap) 

documentation 
asset allocation 

lending of assets/fimds across trusts 

3 . Creation of sub-funds (CW Family - in planning phase) 

- may result in assets loaned across trustees 

4. Discuss plans for SAC annuities and planning with the use of variable life policies, including split 
dollar arrangements across trusts (SW affected trusts with Northern/ Aundyr - CW trusts span different 
trustees) 

5. Status of protector company formation and discussion of parties to be involved 

6. Audits of lOM companies 

7. Investment update 

- Two Mile Ranch 

- Cottonwood 
Global Audio Visual 
Intelecon 

Ranger Group 
Precept 

First Dallas International 

Red River Ventures 

Greenmountain 

Art/Collectibles 

Chapparal 

Michaels 

Computer Associates 
Scottish Annuity & Life Holdings 

8. Review of trustee fees 
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THIS DIED or TRANSEES. AND MERGEH. is laacle ttis J 2 ^ ^ day of /-Uy^Z^ 
2001 BY AUNDYB. TKOST COMPANY UMHED of Inismaaoaal House, CasUe Hill, 
Vlotoiia Road, Douglas, Isle of Man (hereiaalter called ''Aundyr’*) '] 


SUPPLEMEKTAls to a Trust Agreement of the Ta3ce Providence Istemafioiisl': Ttust 

(hcxtrinafter "tihe Original Ttust") made as of 4di Deoetobar 1992 by and between Sam! Wyly 

(therein die "Setdor**) of the one part and Pieraon, Heldcmg & Piacson (Isle of Man) Lhnited 

-^ et B ht 'tlrg*TrnstBe’*^ ofthebOgg^irt t- 

WHEREAS: . j_ 

A- Aimdyr is the present sole tniste* of the Original Trust. ■ j. \ 

% 

B. If at any time die Trustee of die Original Trust diall also be acting as ixustc^.'of any 
other trust Qteromaitsr the "Other Tfust”) ibr Hw benafit of the same Bene^ciaries 
and upon substantially the same terms gTid conditians, the Trustee is authorised 

’ empowered by clause 18.9 of tbe Oiigmal Trust, if ia its sole and absolute 
discretion sudU action is in the best micrescs of ihc Beoefimaries of die Originsd 
Trust, to transfer and merge all oTthe assetS' then heM in the Oiigittal Trust to a nd 
with scufe Other Trust. r 

r 

C. By virtue of a Declaradon of Treat made by Aundyr on 20th October 2000 (thorein 

called "die Bulldog Trust H" but hareia 8 fte!r the "Suficcssor Trust", which 
Declaration was itself a re-statemjsot by wajr of transfer and merger of the Builds 
Non*Qtantor Trust of 1 1th March 1992), Aundyr is also ttie jrfWR eTit sole trustee of 
ancther troat now eodatiiag &r the benefit of ih« same Beneficiaries arid x^on 
subst an ti al l y the same ter m s an d conditions. '!• 

- ' 'i 

D. Puranant to the dKive-xeciwd power and budng satisfied that such action is' an the 
best interests of title Benefiedades of tijus Ojiginal Trust. Aundyr ia its caj^tiiy as 
Trustee of the Ongin^^ Trust iww wislics to transfer and m e r ge tiia whole of dw 
Trust Fund (as defined in ttia Original Treat and her^nafier 90 refetied to), 
inc lmtin g any undistributed income thereof to itself in. its c^aoity as tiiei presem 

sole trustee aftfiB Successor Ticst and to hold die samowith and subject to| ail the 

tiusts terms and coiKfitions declared in the S n r-r?g g or Trim. 

NOW THIS DEED WrrNESSES asfoilowB: S 

1 . lo its capaeity as the present sole trustee of the Original Trust, Aundyr HEREBY 

TRaNSFSBS and merges the Trust Fund of the Original Trust (hMlibfing all 
if any undistributed cneome thareaiQ to itself as the present sole trustee of the 
SuccesorTnm 

2, Aundyr HEREB Y DECX>AJEtES that -ii. will henceforth hold the assai« tniiiHSsrreil 
aiMl merged as aforesaid upon the mists and with and subject to all the tarms an.i 
conditions of tiic Successor Trust 
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THIS BEED OF TKANSFER AND merger is ma&ae f '<■ J 

2001 by A^YR TRUST CO^^ANY of 

Victoria l?j3a4,DciugIasj Isle ofManOiarediiaftcr called *Amicfyr*)' ' f' ^ 

SUPPLEMENTAL to a Tiosit Agceemait of ths Ddhi Ihtemaiional Xmst 

Otigmal Trust") made as of 4fli December 1992 by and be*»eso Sam Wyly (fheasni the 

"Settlor") of the one part and Credit Suisse Tmstaes (Isle of Maj,) Limited (Aerein the 

WHEREAS: ‘ !r 


A. Aundyrifl-tfafipieseat sole trustee of the Cri^*lTrt»L -i. 

'I 

B. If al any time the Ttuatee of the Original Trost sliaH also be actii^ as trustee of any 

other trust Cbereinafter ajfi -Other Trust") fer A« bene &t Of the saine BanefidBries 

and 15)011 substantially the same terms and conditioas, Use Trustee is aathorised and 
m^ioweted by clause 18.9 of the Original Trust, if in im sole and 
dlsoretioa each action is in the best interests of the B anefioiaiiBs of Ae Original 
Tiust, to tranafin and merge aU of the assets then held ii the OrimnalTtaMtto and. 
■withsuwliOtiicrTrcBt. " 


C. By vitme of a Dtelsration of Trust made by Arroflyr m 20(h Ootnber 2000 (abtein 
called "Att Bullteg Trust H" bA herranafter die "Successor Trusr, and which 
Declaratroa was itself a ie.etatemeut by way of traaalferand mergm of the BuUdos 
■Non-Qrantor Trust of 11 A MbtcIi 1992), Anndyi is also Ae proent sole tmsfe of 
attotirer trust now ajdstins fcr Ae benefit of ttie sane Boiefidaties andiiipou 
substantially the 6flm4 teems find ocnzdMons. 

D. Pursuant to Ae above-rerited powo: and beiiis satisSed that such action is it Ae 

best mtotests of the Betiefiasriea of Ac Onginal Trust, Anadyr A its omacity as 
Trustee of Ae Original Tiust now wishes to transfer aed locree the whole of Ae 
Trua Fund (as defir^ A Ae Ongmal. Trust and heretoafter so referred to), 
including any undistiibiuad income thereof, to itaelf Aits o^amty as the present 
sole teustee of Ae Successor Trust and to hold Ae tame wiA and subject to Ae 

trusts taiTiis gnii cg!»r>ftttini7< dscl^reti ixt the Suc-cpSiorTnBt 

NOW XEQS DEED 'Wrrp^EBSES aafeUows: ■} 


Ja^ capacity as the piesent sole trustee of the Qrigirxal Tftjst, Auudvr 
TEAKSFEKS and merges the Trust Fuisd of the Odginai Trust (includkig all 
if any undtsulbutdd htoome AaceoQ to itself as A* present sole trustee of tbs 
Succosor Trusr ;■ 


Atodyi hereby declares that it will beace&Bli hold Ae assets traniEetred 
and ^ged aforesaid upon the trusts and sriA and sobject to all Ae toms and 
coaditlDns of Ae Successor Trust 
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IN WITNESS whereof Aundyr lias executed diis deed tlw day aad year first above vmttea^ 
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this deed of transfer and merger is made the V day of - 

2001 BY AUNDYR TRUST COMPANY LIMITED of International House, Castle Hill, 
Victoria Road, Douglas, Isle of Man (hereinafter called "Aundyr") 

SUPPLEMENTAL to a Trust Agreement of the Castle Creek International Trust (hereinafter 
"the Original Trust") made as of 23rd March 1992 by and between Charles J. Wyly, Jr 
(therein the "Settlor") of the one part and Pierson, Heldring & Pierson (Isle of Man) Limited 
(therein the "Trustee") of the other part 


WHEREAS: 

A. Aundyr is the present sole trustee of the Original Trust. 

B. If at any time the Trustee of the Original Trust shall also be acting as trustee of any 
other trust (hereinafter "the Other Trust") for the benefit of the same Beneficiaries 
and upon substantially the same terms and conditions, the Trustee is authorised and 
empowered by clause 18.9 of the Original Trust, if in its sole and absolute 
discretion such action is in the best interests of the Beneficiaries of the Onginal 
Trust, to transfer and merge all of the assets then held in the Original Trust to and 
with such Other Trust. 

C. By virtue of a Declaration of Trust (therein called "the Pitkin Trust H" but 
hereinafter the "Successor Trust", and which Declaration was itself a re-statement 
by way of transfer and merger of the Pitkin Non-Grantor Trust of 23rd March 
1992) dated 20th October 2000 and made by Aundyr, Aundyr is also the present 
sole trustee of another trust now existing for the benefit of the same Beneficiaries 
and upon substantially the same terms and conditions. 

D. Pursuant to the above-recited power and being satisfied that such action is in the 
best interests of the Beneficiaries of the Original Trust, Aundyr in its capacity as 
Trustee of the Original Trust now wishes to transfer and merge the whole of the 
Trust Fund (as defined in the Original Trust and hereinafter so referred to), 
including any undistributed income thereof, to itself in its capacity as the present 
sole trustee of the Successor Trust and to hold the same with and subject to all the 
trusts terms and conditions declared in the Successor Trust. 

NOW THIS DEED WITNESSES as follows; 

1 . In its capacity as the present sole trustee of the Original Trust, Aundyr HEREBY 
TRANSFERS AND MERGES the Trust Fund of the Original Trust (including all 
if any undistributed income thereof) to itself as the present sole trustee of the 
Successor Trust 

2, Aundyr HEREBY DECLARES that it will henceforth hold the assets transferred 
and merged as aforesaid upon, the trusts and with and subject to all the terms and 
conditions of the Successor Trust 
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IN WITNESS whereof Aundyr has executed this deed the day and year first above written 


The Common Seal of 

AUNDYR TRUST COMPANY LIMITED 

was hereunto affixed in the presence of: 
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SCO 


The BwIWog Trurt was owed by a traa affeenami dated 11 Man* 1992 between Saw 
Wyly, a wesMqr persoA, and Loiae House Ttust (^mpai^ Limited Xbe cement ^stec 
of tihe tru^ i» IFG Intemadon^ lYost Couqiany Limits} (pievioudy Aundyr Tnist C^paiiy 
liioftecl). 

The reason Sh cccadiog the trust was lajE driven. Bs puipose was to take tbe assets 
become ludd wittuD ^le Irdst and various I^e of Mian cosgianies owned by it cnicsidelof the 
saitkA *s esuud: ^rUS gifts and escRe tax purpdsesTpuJ at tbe same tima k> careale a the 

income and gains of wiacb were not attributable to any of the settlor or Us Bumlyf, The 
assets widim the trust arc iKTWv^wbstantial. _ 1 

During 19^ and 1999 rite txtistees. together with the settiOT*a advisers, conridered a 
msnib^ of posable auwaxhuents to the trust so as to craste a structure woridd cv^ 
more *'9£BcamA” for tax purposes. At that tiinc n iiratdera with the perpetus^/ 

pericMi was identi&xi whidL is summarised m h&nn A, futom* letter of 1 2 Ma.y 1 99S! 


inrimatefy the revised tax plaaniiigamngezncsts wen: not prooeeded with. However, st^ 
one of theae nrtaiigei iwnts urns put ibco place. This st^ was £)r the trustees to ^ciaxe a 
new Bulldog 11 Trusty and thaa usng the power of mager contained in ig g Qf 
the trust agreeznent to masBe the origmal Bulldog TnL'ft into BuUdogH Trust T y|i> 
reason ftg das efaar^jw a d^re to adopt a. power t J> Add tut ibtleta hi» nefi<aariy ax the 
Tgae. the trustees toolc~lha view that Astwo «t q rp>‘** At the 

same the perceived perpetuity prot^em was also dealt with as ws a MAhk 
technh^ problem in that persons rerideot in tbe lisle of Man had not been froiP 

benefiting noder die ori^Did trust 


In theli^ of various amewfaicfits to HS tax kgislarioa since 1992 ttw settlor has, his 
advisora, been rscooaidQRDg his incamo tax posziaa and dw trustee is now advised ti*t die 
mcrgii^ of the cxi^iisl BvdUog Trust into BuUdog C Tiust may have the triur to 

became a grantor Croat for US income tax purposes. nmMe S.9 of d>e original Bulldog 
Ti^ cenntaiDs a specific provirioo that '*the trustee shag not at uxy lime prior to the 
terndnari ro of this trust talfe any action or StTS^ aena ‘ 
a grmtorbug: ftir Uoited ^ataa mcfwn* 


lo the %ht of tte preoodiag pmagiaph it ia the tnatoe’s riew thm the pufpoitiri mergw of 

Bu Hdog T nisi into B tdldog H Trust was void i* initif* »ftA trustee is now 
con&ntsirioa of this point, togedser with confiraation thact all diat k required to forisaHse iu 
ded^n is a stiaigbtfiirwdrd resohukm noting the ^Bect of the X>ced of Merger and 
tfaeroSbae cIhs fact that the mei^er was void ab hntio. -> 

A conscQUcntisI point is w^crinr die entirety of the Deed of Merger sluHtld be considered 
voidorria9lytheofihiiav«;paxt,aaizieiytheadditk>Q oftiieoewCkusel9. 


Attached to luite are!> 

1. ' Tim original tnisf agraaioeoi 

2 . ' Tin October 2000 Dedandon of 'nron knows uBulklDgn 

3. Hie October 2DOO Deed ofMttser 

4. Msna & Partoera’ letter of 12 
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One additional tpieatlon \m snsen tom those advfc^ tin: Settloi in r^ation to tlS tax 
issue*, ft is ^pafwd, &llovidiig the issue of various new Regulatioas by the US ikcmal 
Revenue Service and in tis {ight of a generally mwe coo^ivative at>pn»cli to tax p^mnn^ / 
i^ues» that as Hoards vay recent yean certaiQ of ibe tniB ^'’5 powers could cause tii© tnirf / 
to treated as a Onatoi] Tnist for US naxazie tot purptMwa, iiotwitiistan<fiog the vicadbg 
of the Octob^ 2000 n^ger. Is paniculsr it is die tnistee*s discretionary distiibution 
powers tisOowing tiie <featb of the Settlor that are issue. 

; j’ 

Qapuse 5.3 of the orijopmaliftulhkig Trust agrcciseiit contBins a seottmee "tins disexeiioauy 
-c iiaibtitte a p o w er of tig tiUiOBe with rega^^tii any dis^utiGn 

that violates ai^ provisioiis or imoit of tins ttussT. It k accepted that any stateoiem^of the 
Settior’s httant, see is particidar cfae pai^j^ii or ciauw 4^^^ than 

m an ai^oa Bovinavik’^ IB wcw of the vrard^ of r^»«» S .9 ^a) rii fr 

qiMtss^Mi Is raiged as to wfa^her the trustee woukl be ooirect in elFectzvdy putttDg a his 
through aiQf l an g u a ge nddim Clmisc 5,2 that caused Ae trust to be a j^anior Oust ^ US 
tax purposes. 


David A. Hanis 

IFG lnU» Tiarifw^l UmiOiri 

lateteational House 
CastieEBU 
Victoria Road 
Douglas 
Isle ofMan 

ti. 10.03 

wyaliMaiUdofOfi lO.aSnote 
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IN The OFFICE OF THE 
SECRET ARY OF STATE OF THE 

STATE OF NEVADA 


ARTICLES OF INCQEFORATION 
OF 

IjnUB WOODY UMITED 


No. 


MAR 2 7 1932 


«IIVI».UU KOiHAWOfSIAIt 

The Bame of the coipcsatioo is little Woody limited. 


SECOND. Its le^itered office in the Sate ofNevada is located at One East Fast Streep 
Rmo, Nevada 89501. The na me of iB resident agent at t hat address is The CoipmakinTtiist 
Oonqiajiy of Nevada. 


THIRD. The purpose for which the Cotpoiatioa is tagasized is the tiai)sacti(» any 
or all lawM business for whkii corporations may be incorporated under the Nev^ Generd 
Corporation Law. 


FOURTH. The aggregate nunijer of shares of capital stock that the Corporadon will 
have autboity to issue is 10,000 shares of Common Stoclr, having a par value of $.01 per share. 


FIFTH. No shareholder of the Corporation will, solely by leascm of bis holthng shares 
ofanydass, faaveany preemptive or preferential right to purchase or subscribe for any diaies 
of die Corporation, now or boeafter to be authorized, or any notes, ddsentmes, bonds orr^ier 
securities convertible into or can^g warrants, lights or options to purchase sbaies of any dass, 
now or hereafter to be authorizBd, whetheror not die issuance of any sudi shares o' sudi notes, 
debentures, tumds or other securities would adversely alTect die dividend, voting any odier 
lights of audi shareholder. The Board of IMtectors may authorise the iasua n ce of, and die 
Ctapciation may issue, shares of any of die Coipaiation, or any notes, debentures, braids 
or other securities convertBde info or canying warrants, limits or options to purdiase any such 
shares, without offering any shares of any to the ecasting holrlers of any dass of st^ of 
the Corporation. 


SIXTH. The govendng board of this cotpotation shall be known as directors, and the 
nuniber of directors may &om time to time be increased or decreased in sudi manner as shall 
be provided by the bylaws of this corporation. 


The tame and street address of the first board of directots, which dtall be one (1) in 
number, is as fidlows; 


l&aiE Epst Ptfieg Bas-g Stesst Adtes 

Sharyl Robertson 8080 N. Central Expressway 

SidtellOO 

Dallas, Texas 75206 

SEVENTH. The Crapraalion wifi, to the fullest extent penmtied by die Nevada General 
Corporation Law, as tbe same exists or may hereafter be indenun^ any and all 

persons who it has power to indemnify under such statute fiom aiKl against any and all of the 
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oqimses, liabilitiea w other mattess referred to in or covned such statute. SucJi 
indcmnificalioD may be piovhied putsoant to any ^law, agieetneat, vote of idiareboldeiS Ot 
disiiiteiested directors or otherwise, both as to actitn in bis diiector or oflioer capacity and as 
to acto in another capacity while hdlding such office, will coobiuie as to a person who has 
ceased to be a diiector, officer, emf^ee or agent, and inure to the ben^t of the bite, 
executors and administtatoss of such a person. 


HGHTH, TothefUBestexteotpermlttedbythelawsoffteStateofNevadaasthesajite 
exist or may hereafter be amended, a director of the Onporatioa will not be Uaide to the 


NINTIH. naute and post office box or street address of the incoiporator signing the 
itrd<teofm«»poiati(misasfQUd^ 

Name Post Office Box or Street Addtess 

Gwen Davies 901 Main Street 

Suite 6000 

Dallas, Texas 75202-3797 


I, THE tJNDERSIGNED, b^g the incoiporator hereiobefore named, for the purpose 
of ftuming a coipcnatuHi pursuant to die General Coiparatioa Law of the Slate of Nevada, do 
malte and file these articles of tncotptnation, hteby declaring and certifying that the foots hasdn 
Stated are true, and accortegly have hereunto set my hand tlus ..i?5X*- dav of /^^Tt ri. y , 1992. 


GweaDa^ 
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STATE OF TOXAS 


coxJKnr OF Dallas 

On 11ns 1992, befcw me, a Nbtny Pi*Iic, perumany 

appeared Gim Davies, 111*0 a^owtafeed that she eatoaitedttieabowemstni^^ 



CUMENE. MaTON 

C Q MW SSW W E X Plf ^ ? 


IUa 




No»aiyTi*i»r 
(Staii^) 


FEBRWKYS. 1993 


CERTEPICATE OF ACCEPTANCE OF AFPOINTMENT 
BY RESIDENT AtffiNT 

The COrporaliOD Tiusi Company of Nevada herd>y accepts the appointment as Resident Agent 
of the al^e named coipoiafion. 


The Cotpofatira Trust Company of Nevada. 
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WRITTEN CONSENT OF S01£ DIRECTOR 
IN LIEU OF 

ORGANIZATIONAL MEETING OF 
LITTLE WOODY LIMITED 


The undersigned, being the sole member of the Board of Directors of Little Woody 
Limited, a Nevada corporation (the "Corporation"), named in the Articles of Incorporation of 


in writing, pursuant to the provisions of Section 78.315 of the Nevada General Corporation Law 
(the "Act”),.to-the-taking_of.Jhe_fQilQwing^ actiOT.^and^jp_te_ adoption of the fojlowing 
resolutions: 


RESOLVED, that the Articles of Incorporation of the Corporation, as filed 
with the Secretary of State of the State of Nevada on March 27, 1992, are hereby 
in all respects confirmed, ratified, approved and adopted; and that upon election, 
the Secretary of the Corporation is hereby directed to insert such Articles of 
Incorporation, as certified by the Secretary of State of the State of Nevada, in the 
minute book of the Corporation; and further 

RESOLVED, that the Bylaws that have been prepared for the Corporation 
are hereby in all respects confirmed, ratified, approved and adopted as the official 
Bylaws of the Corporation, to govern the conduct of its corporate affairs, and that 
upon election, the Secretary of the Corporation is hereby directed to insert the 
same in the minute book of the Corporation; and further 

RESOLVED, that the form of certificate for Common Stock of the 
Corporation prepared for the Corporation is hereby in all respects confirmed, 
ratified, approved and adopted as the official stock certificate of the Corporation, 
and that upon election, the Secretary of the Corporation is hereby directed to 
mark one such certificate as a specimen and to insert the same in the minute book 
of the Corporation; and further 

RESOLVED, that the appropriate officers of the Corporation are hereby 
in all respects authorized, empowered and directed to issue 1,000 fully paid and 
nonassessable shares of the Common Stock of the Corporation to Little Woody 
Limited, an Isle of Man corporation for the consideration of $10.00 cash; and 
further 


RESOLVED, that each of the persons listed below is hereby elected to 
serve as an officer of the Corporation in the office set forth opposite his name 
below for the ensuing year or until whichever of the following occurs first: his 
successor is duly elected and qualified, his resignation, his removal from office 
by the Board of Directors or his death. 

Sharyl Robertson President, Secretary and Treasurer 

AND FURTHER RESOLVED, that the President is hereby in all respects 
authorized for and on behalf of the Corporation to establish a banking relationship 
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with any bank, including such accounts with such bank as the President of the 
Corporation deems necessary, appropriate or desirable; that the form of any and 
all resolutions required by such bank in connection with the establishment of such 
accounts and approved by the President of the Corporation are hereby in all 
respects ratified, confirmed, approved and adopted; and that all such persons as 
may be authorized and approved by the President of the Corporation as 
signatories with respect to such accoun ts may act as signatories with respect to 
such accounts; and further 

KESOCVED , IhaT the Corporation hereby adopts the calendar year as 
fiscal year for all financial reporting and tax purposes; and further 

RESOLVED, that the Corporation hereby adopts, approves, ratifies and 
confirms all contracts (including employment contracts), leases, agreements and 
other actions taken or performed by the organizers, incorporators, promoters and 
current directors and officers of the Corporation, and any and all other 
transactions involving such persons that were entered into with a good faith belief 
that such transactions were for the benefit and on behalf of the Corporation; and 
further 


RESOLVED, that the Corporation will pay all costs and expenses incurred 
by any incorporator, promoter, director or officer of the Coiporation in 
connection with the promotion, creation, formation and incorporation of the 
Corporation; and further 

RESOLVED, that if the seal or attestation of the signature of the President 
or any Vice President of the Corporation is required by any party in connection 
with any of the transactions contemplated by these resolutions, the Secretary or 
any Assistant Secretary of the Corporation is hereby authorized to attest, for and 
on behalf of the Corporation, the signature of the President or any Vice President 
of the Corporation upon any instrument, document or other writing executed on 
behalf of the Corporation by the President or any Vice President of the 
Corporation and to affix the seal of the Corporation thereto; and further 

RESOLVED, that the appropriate officers of the Corporation are hereby 
authorized to execute and deliver such documents and take such action as they 
may deem necessary or appropriate to effect the intent and accomplish the 
purposes of the foregoing resolutions. 

EXECUTED as of the 31st day of March, 1992. 

, ,/o 

Sharyl Robertson 


a>7084d 
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WRITTEN CONSENT OF THE 
BOARD OF DIRECTORS OF 
LITTLE WOODY LIMITED 


The undersigned being the sole member of the Board of Directors of Little Woody 
Tlmiteri, a Nevada c or poration (the "C orp oration "I. d oes hereby consent in w riting , pursuant 
to the provisions of Section 78.315 of the Nevada General Corporation Law, to the taking of the 
following action and the adoption of the following resolutions: 

RESOLVED, that it is desirable and in the best interest of the Corporation that the 
Corporation purchase from Charles I. Wyly, Jr. (i) an option to purchase 166,500 shares of the 
Common Stock of Sterling Software, Inc. ("Sterling"); (ii) a Series B Warrant to purchase 
101,181 shares of the Common Stock of Sterling; (iii) a Series E Warrant to purchase 16,000 
shares of the Common Stock of Sterling; (iv) a Series E Warrant to purchase 32,000 shares of 
the Common Stock of Sterling; (v) a Series F Warrant to purchase 8,750 shares of the Common 
Stock of Sterling; and (vi) a Series F Warrant to purchase 1 1 ,500 shares of the Common Stock 
of Sterling in consideration of the entry by the Corporation into a Private Annuity Agreement 
in the form previously reviewed by the undersigned sole director of the Company (the "Annuity 
Agreement”); and be it further 

RESOLVED, that the officers of the Corporation, or any of them, be, and they hereby 
are, authorized, empowered and directed to execute and deliver any and ail transfer documents 
which they, or any of them, in their sole discretion deem to be necessary, appropriate or 
desirable in order to effect the foregoing transfer; and be it further 

RESOLVED, that the officers of the Corporation, or any of them, be, and they hereby 
are, authorized, empowered and directed to take any and all actions which they, or any of them, 
in their sole discretion deem necessary, appropriate or desirable, further negotiate the terms of, 
execute, deliver and carry out the terms of the Annuity Agreement; and be it further 


RESOLVED, that any documents heretofore executed or any actions heretofore taken by 
any of the officers of the Corporation in connection with the transactions herein described are 
hereby ratified and approved and deemed actions of the Corporation. 


EXECUTED this /5tA day of 



of Little Woody Limited 
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RECEIPT 


The undesigned, Shaiyl Robertson, the President, Secretary and Treasure of each of 
the Nevada coipotatirMS listed below, on behalf of each such Nevada corpoiadoo, teeby 
acknowledges recdpt from the Isle of Man Corporation listed <^>posite its name of $10.00 cash 
in consideration of the issuance by such Nevada corporation to such Isle of Man Corporation of 
1,000 shares of Common Stock, $.01 par value of such Nwmda corporation. 


Nevada Comoiation 


Isle of Man Corporation 


L Baa Carroll limited 

2. West CanoU Limited 

3. Motdiouse Limited 

4. Richland limited 

5. Tensas Limited 

6. Ea;^ Ba&m Rouge Limited 

7. Little Woody Limited 

8. Roaring Cre^ Limited 

9. Roaring Foilt limited 

10. Maroon limited 


1. East Carroll limited 

2. West Carroll limited 

3. Mordiouse Limited 

4. Ridiland limited 

5. Tensas Limited 

6. East Baton Rouge limited 

7. Little Woody limited 

8. Roaring Creek limited 

9. Roaring Fork limited 

10. Rugosa limited 


Executed this 22nd day of April, 1992. 



Shaiyl Robotson, 

B«ng the President, Secretary and Treasurer of 
each of the above-listed Nev^ corporations 


IIMR\3D7II9lt\B 


Permanent Subcommittee on Investigations 

EXHIBIT #66 - FN 647 


CONFIDENTIAL 

SECI00081616 

PSI00093483 




3295 


PRATTER. TEDDER & GRAVES 

ATTOAMerS AT tAW 


CENTuwT ctnr office 
1901 KNCHUC OriHE STAMS 
siarecHTH ri«oii 

LOS AMSCkC», CA AOOaT 
TEIEPNONC SO) e7a*2eB7 
FAX SO) 2re'4»«» 


APR 2 1 ISS2 


amNOC eoowrv or rieg 
HOC TOWN «. CeUNTFT ROAO 
BUITCTOO 
ei*AHS{:.CA wMa 
TELSPHONE CTI«( asF>OI70 
FAX 17)4) aar'iSBA 


February 28, 1992 


Mr. Sam Wyly 

8080 North Central Expressway, Suite #1100 
Dallas, Texas 75206 


Dear Mr. Wyly: 

You have requested the opinion of PRATTER, TEDDER & 
GRAVES concerning the 1992 federal income tax. consequences that 
are likely to apply to the proposed sale of "Securities" herein defined 
and identified in Schedule A, in exchange for a private annuity, with 
such sale occuning during the 1992 taxable year. 

Our analysis and opinion are based upon the facts and information as 
set forth herein and our assumption that these facts and information 
present a true, accurate, and complete description of the facts that are 
relevant to the proposed transaction described herein and the taxation 
issues \vc are addressing herein. 

We have reviewed the various legal documents and other information 
in connection with this proposed plan. This opinion assumes that the 
program will be implemented in a manner that is unmodified from the 
proposed program described herein. 

We have only been requested to examine the material federal tax 
aspects that relate to the proposed program described herein. We 
have not been requested to examine other laws and concerns that 
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Securities' will equal the value of the annuity and that no gift or 
bargain sale or discounted sale price will arise as a result of the 
transaction. Further, it is our understanding that the private annuity is 
intended to be issued in an amount that is equal to the fair market 
value of the Securities that are being sold in exchange for the private 
annuity. Neither any gift element nor any "bargain sale clement" are 



transaction. 


The private annuity payments will not be chargeable to or dependent 
upon the Securities sold in exchange for the annuity. The amount of 
the annuity payments will be based on the fair market value of the 
Securities. 

It is our further understanding that the domestic corporation intending 
to purchase the Securities in exchange for the issuance of the private 
annuity is wholly owned by a foreign corporation which is wholly- 
owned by a foreign nongrantor trust. This trust has been established 
by you for the benefit of one (I) or more foreign beneficiaries during 
your lifetime. We understand that during your lifetime the trust will 
have no United States beneficiaries, but in the taxable years following 
your death the trust may have one (1) or more beneficiaries who are 
United States citizens and/or resident aliens. 

We understand that the private annuity is intended to be unsecured; 
There are to be no security interests, guarantees, specific funds, or 
other forms of collateral or assurances that the private annuity 
payments will be made by the corporation oUier than the mere 
unsecured contractual promise of such corporation that it will make 
the annuity payments as they become due under the terms of the 
annuity agreement. 

We further understand that the private annuity payments will not be 
chargeable to or dependent upon the Securities transferred by you in 
exchange for the annuity. Any income generated by the Securities 
will belong to the corporation outright, and will not be chargeable to 
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PRIVATE ANNUITY AGREEMENT 


THIS ANNUITY AGREEMENT (the..'Agreeineat") is made and entered into on the 
date set forth below by and between Sam Wyly, of 8080 North Central Expressway, #1100, 
Dallas, Texas 75206, United States of America (the ’Annuitant') and East Baton Rouge Limited, 
a Nevada coiporation, of One East First Street, Reno, Nevada 89501, United States of America 
(the "Obligor"). 


REOIALS 

1. -^- JEhe Annuitant is the sole and exclusive owner of the securities (the "Securities” 
ideadfied in Schedule "A," attached hereto and incorporated herein by reference. 

2. The Annuitant desires the receipt annually of a fixed amount of money beginning 
on the first day of the month following Annuitant’s attaining the age of sixty-five (65) years and 
terminating upon the Annuitant’s death. 

3. The Annuitant desires the receipt of such funds regardless of the liquidity or 
profitability of the Obligor’s investment in the Securities or any other investment hereinafter 
owned by the Obligor. 

4. The Annuitant wishes to be relieved of the risk of loss and of the possible 
diminution in the value of the Securities. 

5. The Annuitant wishes to sell and transfer the Securities to the Obligor the 
Securities in exchange for the receipt of a private annuity (the "Annuity"). 

6. The Obligor desires to acquire the Securities in exchange for the Obligor issuing 
the Annuity to the Annuitant according to the terms and conditions hereinafter set forth. 

COVENANTS 

IN CONSIDERATION of the mutual covenants, promises, and undertakings, the parties 
hereby agree to the following terms and conditions: 

SE(2TION I: Consideration 

l.l Consideration. 

a. In consideration of the Annuity being issued and payable under this Agreement, 
the Annuitant hereby sells, assigns, transfers, and sets over to the Obligor all of Annuitant’s 
right, title, and interest in and to the Securities. 

b. The Annuitant hereby expressly warrants: 

1 . The Annuitant is the sole and exclusive owner of the Securities being sold, 
assigned, transferred, and set over hereunder. 
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2. The Annuitant has the right mid power to dispose of the Securities to the 
Obligor in accordance with the terms and conditions set forth herein. 


c. The Obligor and die Annuitant agree that they will comply with and cooperate in 
the execution of any applicable corporate security transferability rules or restrictions pertaining 
to the transfer of the Securities. 

d. ^ TTie Obligor and the Annuitant herd>y further agree to cooperate in^ the 

of them and the respective issuer, its legal counsel, and its transfer agent, if any, and to fuUy 
coopeTate^ith .^respect-to -the transfer -and sale, of the-Securities 3eing., transfeiied_md . jold 
hereunder. The Obligor hereby expressly acknowledges that it has been adequately infoimed 
of the business and financial history of the companies issuing the Securities which are the subject 
of the Agreement. The Obligor hereby acknowledges and accepts the receipt of the Securities 
as of the effective date of this Agreement. The Annuitant expressly acknowWges that it is fully 
satisfied with the Annuity to be paid to the Annuitant hereunder, it is ready, willing, and able 
to assume the risks attendant with respect to the acquisition of an unsecured high risk private 
annuity. The Annuitant hereby expressly acknowledges that from the effective date of this 
Agreement the Annuitant shall retain no residual interest of any kind or character in the 
Securities being transferred and sold hereunder. 

e. The Annuitant hereby agrees with, acknowledges, and consents to the sale of the 
Securities in consideration of the Obligor issuing the private annuity hereunder. 

1.2 The Obligor to control the Securities at all times. 

a. The Annuitant hereby agrees that in due course he will procure the transfer of the 
legal registration and title in and to the Securities being transferred and sold hereunder to the 
Obligor on the books and records of each issuing corporation, and will reasonably cooperate 
with the Obligor with respect to such transfer. The parties agree that in the interim the 
Securities may remain registered in the name of the Annuitant on the books and records of the 
issiung companies provided that title and registration in and to the Securities shall be held for 
the exclusive benefit and use of the Obligor pursuant to the terms and conditions set forth in this 
Agreement. 

b. The Annuitant further agrees that the Annuitant will reasonably cooperate with 
respect to the execution and transmission of any and all pertinent documentation relating to his 
serving as an accommodation party for the benefit of the Obligor hweunder. 

SECTION 11: Annuity payments 

2-1 Agreement as to Value. The parties hereto hereby stipulate that as of the 
effective date of this Agreement the fair market value of the Securities being transferred 
hereunder in exdiange for the issuance of a private annuity is Six Million Six Hundred Nine 
Thousand Three Hundred Seventy Five Dollars ($6,609,375). The parties hereby stipulate that 
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the value of the Annuity being issued hereunder is specifically and expressly predicated and 
calculated upon such value. 


2.2 Birth Date of the Annuitant . The parties hereby acknowledge the date of birth 
of the Annuitant as being October 4, 1934. 


2.3 Calculation of Value of the Annuity . The parties hereby mutually acknowledge 

that the valuation of the Annuity hereunder shall be calculated pursuant to the United States of 


Infernal Revenue Code Section 7520 as set forth in Internal Revenue Service Notice 89-60, 
Internal Revenue Bulletin 198&-22, May 1, 1989, specifically utilizing TABLEJR (1)^, BASH) 
ON LIFE TABLE 80CNSMT SINGLE LIFE REMAINDER FACTORS using an interest rate 
of HGHT AND FOUR TENTHS percent (8.4%) pursuant to Revenue Ruling 92-23 TABLE 
1 by using One Hundred Twenty Percoit (120%) of the Applicable Mid-Tertn Federal Rates for 
April, 1992, the calendar month of the effective date of this Agreement, compounded on an 
annual basis, which is equal to HGHT AND FORTY THREE ONE-HUNDREDTHS percent 
(8.43%), and then rounding such interest rate to the nearest Two-Tenths of One Percent 
(00.20%), which equals EIGHT AND POUR TENTHS percent (8.4%), which coincides with 
the applicable federal rate set forth in TABLE 5 of Revenue Ruling 92-23, pertaining to the 
applicable federal rate for determining the present value of an annuity. Consequently, the 
annuity factor hereunder has been calculated by locating the single life remainder factor using 
an interest rate of EIGHT AND FOUR TENTHS percent (8.4%), and subtracting such factor 
from One (1.00000), and then dividing the remainder by the interest rate of EIGHT AND FOUR 
TENTHS percent (8.4%), with such annuity factor then being divided into the Six Million Six 
Hundred Nine Thousand Three Hundred Seventy Five Dollars ($6,609,375) stipulated fair 
market value of the Annuitant’s share of the Securities that are being transferr^ and sold 
hereunder in exchange for the Annuity, to produce a quotient equal to the value and amount of 
each annual private annuity payment due and payable hereunder prior to the adjustment for the 
deferral of the commencement of the payment of such annuity payments as hereinafter set forth. 
As the annuity payments are payable hereunder on an annual basis the ADJUSTMENT 
FACTORS FOR ANNUITIES PAYABLE AT THE END OF EACH INTERVAL that are set 
forth in TABLE K of Notice 89-60 have been applied by using an adjustment factor equal to One 
( 1 . 00000 ). • 


2.4 The Annuity is a Retirement Annuity . 


a. The parties hereby acknowledge that the Annuity being issued hereunder is 
specifically intended to constitute a retirement annuity as the Annuitant desires to ensure that the 
Annuitant is assured of the receipt of a fixed amount of funds effective upon the Annuitant 
attaining the age of sixty-five (65) years, the presently anticipated retirement age of the 
Annuitant. The parties further acknowledge that the Obligor presently lacks the liquidity to 
easily make the annuity payments that would be required hereunder if the annuity payment 
commencement were not deferred. Such a deferral will thus facilitate the financial position of 
the Obligor. Consequently, the parties hereto hereby agree to defer the commencement of the 
annuity payments hereunder until October 4, 1999, being the Sixty-fifth (65th) birthday of the 
Annuitant. 
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b. To provide the Annuitant for Annuitant’s benefit with the equivalent value of such 
deferral, the Obligor hereby specifically agrees to pay the Annuitant for Annuitant’s benefit an 
additional interest- fecter of EIGHT AND EOUK. TENTHS, percent .(8.4 %) per ^um on any 
annuity payments paid to the Annuitant to compensate for the defaral period, with such 
additional interest factor period to commence as of April 13, 1992, the effective date of this 
Annuity Agreement, and to terminate as of the date on which the first annuity payment is 
actually paid to the Annuitant. 


intended to be made hereunder, and that the value of the Annuity is intended to equal die value 


of thointerest of .the_Ajrauitant in_the Securities being_tttmsferTed in exchange therefore. Ihe 
parties agree that the actual annuity payment calculations shall be made to comply with this 
intent In the event it becomes necessary to retain the services of a qualified actuarial consultant 
to prepare the computation and calculation of the annuity payments consistent with this intent 
and the applicable United States tax law governing the valuation of annuities and annuity 
paymaits that are being made for full value free from any gift or donative element, the parties 
hereby agree to do so. 


a. The Annuity payments payable hereunder to the Annuitant are subject to a 
substantial risk of forfeiture to die Anmutant in that such Annuity payments shall terminate and 
lapse with the last payment immediately preceding the death of the Annuitant, or upon the death 
of the Annuitant if no payments have been made as of the death of the Annuitant; however, 
notwithstanding the foregoing, any annuity payments that were not made prior to the death of 
the Annuitant because of a breach of this Agreement by the Obligor shall be due and payable 
upon the death of the Annuitant together with any applicable interest, late charges, or other 
payments due hereunder, and any such payments shall be made to the estate of the Annuitant. 
There wiE be no proration of payments at the time of the death of the Annuitant, or at anytime 
thereafter. 


b. Consequently, the annuity payments payable hereunder shall be payable on an 
annual basis commencing on October 4, 1999, the Sixty-fifth (65th) birthday of the Annuitant, 
and terminating with the last payment immediately precrfing the death of the Annuitant, or upon 
the death of the Annuitant if no payments have been made as of the death of the Annuitant. 


2.6 No survivorship provlsinns . The parties hereby expressly agree that the annuity 
payment obligations of the Obligor hereunder shall terminate and lapse as expressed in Section 
2.5, above, and no heir, legatee, creditor, or beneficiary of the Annuitant or of the estate of the 
Annuitant, nor the estate of the Annuitant himself or herself, shall have any rights whatsoever 
undra- this Agreement except as is expressly expressed in Section 2.5, above. The parties hereby 
expressly agree that the Annuity provid^ for herein shall contain no survivorship provision 
whatsoever except as is expressly expressed in Section 2.5, above. 

2.7 Itenalties for late payment . The parties hereby expressly agree that all payments 
due hereunder are to be promptly paid when and if such payments become due and payable. If 
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any payment is made later than twenty (20) days Biter such payment is due and payable, it shall 
carry a pMtalty assessment of EIGHT AND FOUR TENTHS percent (8.4%) of the amount due 
fhaf is'iii'affears. 

2.8 IJsnrv Laws . The parties do not intend to violate any usuiy law or any other 
legal requirement. In the event that this Agreement is found to violate any applicable usury law, 
the parties agree that the interest chaige shall be reduced to the maximum rate of interest 
permitted by the law that is applicable to this Agreement. In the event that a reduction in the 
a^BBMe"int gre st r atr rxxurs-pursuaRt-to-th is provi sion, -^"Saoh-reductioB-ycriuces-m 
effective interest rate which imposes a gift element into the Annuity transaction, ttien in such 
case-the-parties- shall thereupoa be- entitled to-ie-examine. this Agreement _and jhe traasactipns 
hereunder and may either rescind this Agreement and the transactions hereunder ajj iqlttfl, or 
cancel this Agreement and the transactions hereunder, or continue this Agreement and the 
transactions hereunder under whatever terms and conditions the parties may agree between 
themselves. 

SECTION Hf: Absence of seairity. guarantees, or collateral 

3.1 No security interest with respect to the Securities . The parties hereby expressly 
agree that the Annuitant shall not retain any mortgage, hen, pledge, or security interest in or 
with respect to the Securities being transferred and sold hereunder. The parties hereby agree 
that thwe is and shall be no security or collateral for the payment of the Annuity hereunder. 
The parties further agree that the Obligor will not establish any security or any tod or other 
specific chargeable source for the payment of the purchase price (being the Annuity) hereunder. 
The Annuitant is aware of the economic risks generated by this situation, and acknowledges that 
be has deliberately assumed this risk because of the unwillingness of the Obligor to offer any 
security, guarantees, or collateral hereunder. 

SECTION TV: Surrender of dominion and control over the Securities 

4.1 Surrender of interest in the Securities bv the Annuitant . Upon the execution 
of this Agreement, the Annuitant hereby agrees to surrender any and all ownership incidents and 
property interests in the Securities being transferred and sold hereunder together with the right 
to exercise dominion and control and voting power over the Securities. 

SECTION V: Right of the Obligor to commingle nropertv interests 

5.1 Commingling permitted . The parties hereby acknowledge and agree that the 
Securities being transferred and sold hereunder may be commingled with any and all other assets 
that are, or may in the future be, owned by the Obligor. The parties further agree that the 
Obligor shall have the right to exercise full dominion and control over, and possess full 
ownership incidents in, the Securities being transferred and sold hereunder, subject to any 
liabilities, obligations, duties, or other claims mentioned herein. 

SECTION VI: Annuity payments are not contingent upon earnings from the Securitie.s 
being transferred hereunder 
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6.1 Annnitv Payments not contingent upon earntnes . The parties hereby 
acknowledge and agree that the Obligor shall be absolutely liable for the annuity payments due 
hereunder, and- that such annuity, payments ane .in .PQ .way. or manner contingent upon the past, _ 
present or future profits, gains, or earnings of the Securities being transferr^ and sold 
hereunder, and are not chargeable to such Securities. The parties expressly acknowledge and 
agree that the amount of the annuity payments has been determined as a result of the valuation 
of the Securities being transferred and sold hereunder as of the effective date of this Agreement 
as expressed in greater detail in Section 2.3. 


SECTION VII: Warranty of absence of liabilities 


7.1 Warranties . The Annuitant hereby wmMts thaFthe SecunBes^iflgTraHSfeSed^ 
and sold hereunder are not (exc^t as herein mentioned) subject to any liabilities, claims, 
encumbrances, or liens to which the Obligor is responsible for the payment thereof. The parties 
hereby agree tiiat (except as herein mentioned) the responsibility for the payment of any such 
liabilities, claims, encumbrances, or liens that pertain to the Securities being transferred and sold 
hereunder shall belong to the Obligor and the Annuitant shall not be liable therefore. The 
parties further agree that after the effective date of this Agreement any future liabilities, claims, 
encumbrances, or liens that pertain to the Securities being transferred and sold hereunder shall 
be exdusivdy that of die Obligor and the Annuitant shall not be responsible therefore. 

SECTION Vni: Indemnification 

8.1 Indemnities . 

a. The Annuitant hereby agrees to indemnify and hold the Obligor and the Securities 
being transferred and sold hereunder harmless and fi-ee from any liability arising because of the 
breach of any contract or other matter relating to the Securities being transferred and sold 
hereunder, provided such breach occurred or is alleged to have occurred prior to the effective 
date of this Agreement. 

SECTION IX: Prorations 

9.1 Prorations . The parties herdry ^ree to prorate any income, expense, gain, loss, 
or other financial consequence or other obligation connected with the Securities being transferred 
and sold hereunder, with such proration to be effective as of the effective date of this 
Agreement. 

SECTION X: Full and adequate consideration 

10.1 Full Consideration . In executing this Agreement, which consummates 
the transfer and sale of the Securities being transferred and sold hereunder, the parties expressly 
do not intend that any gift be made by any party. The parties expressly agree that it is their 
joint and mutual intent that the Annuitant on behalf of the Annuitant receives the full fair market 
value of the Securities being transferred and sold hereunder under the terms and conditions of 
this Agreement. The parties hereby mutually agree that should the Internal Revenue Service or 
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any other applicable taxing authority or a court of competent jurisdiction hold otherwise, the 
parties expressly reserve the right to either, upon their mutual agreement, rescind this Agreement 
ab -mtao or adjust die purchase price .and. the. Annuity and. thereby die annui^ payments 
hereunder to reflect the fair market value of the Securities being transferred and sold hereund'er 
as such value is determined by the Internal Revenue Service or other applicable taxing authority 
or such court, as the case may be. Notwithstanding the foregoing, the parties reserve the right 
to jointly or singly oppose such redetermination of the fair market value. If any adjustment to 
the annuity payment for the Securities of the Corporation being transferred and sold hereunder 
shall n r enr, such adj ustment shall require that th e party having been overpaid, or conversely the 
party having made insufficient payments, shall pay an annual interest charge of EIGHT AND 
FOUR TENTHS percent (8.4%) on any such adjustment, as the case may be. The adjustment, 
togefiS wlthlhelmd mteest chafgershairbe paid within ninety (90)“days from the Atie date" 
of the next scheduled annuity payment hereunder pursuant to the payment schedule dates 
calculated as set forth above. Should the parties hereunder choose or agree to rescind this 
Agreement under this Section: 

a. Such rescission shall be based upon the mistake of fact or law with respect to the 
express intention of the parties as set forth herein; and 

b. The parties hereby agree to restore each other, as much as it is reasonably 
practicable to do so, to their exact position as of the effective date of this Agreement. 

The parties mutually acknowledge that this might involve the payment of interest to the 
Annuitant by the Obligor to compensate the Annuitant for the use by the Obligor of the 
Securities b^g transferred and sold hereunder from the effective date of this Agreement to the 
date on which the rescission becomes effective. The parties further mutually acknowledge that 
this might involve a calculation and payment to the Annuitant by the Obligor to compensate the 
Annuitant for the receipt by the Obligor of any stock rights, stock subscription rights, liquidating 
dividends, stock dividends, cash dividends, and subsequently issued securities pertaining to the 
ownership of the Securities being transferred and sold hereunder. The parties further recognize 
that it might not be possible to exactly restore the parties to their original position should a 
rescission occur hereunder. Should this occur, the parties hereby agree that they will strive to 
agree to a fair, just, and reasonable approach to such restoration. Should the parties be unable 
to agree to such an approach, the patties hereby agree to submit the resolution of the matter to 
arbitration pursuant to the procedure set forth in Section XIII of this Agreement. 

SECTION XI; The Annuitant’.^ physical and mental rondltion 

11.1 Condition of the Annuitant . The Annuitant hereby warrants to the 

Obligor that the Annuitant is of average or better physical and mental condition for individuals 
in the United States of America of the age and gender of the Annuitant. The parties have taken 
this warranty into account in determining the possible consequences that might arise with respect 
to the anticipated actual life expectancy of the Annuitant. 
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SECTION XD: Notices 
1-2.1 Notices. 

a. The parties hereby mutually agree that any and all notices or other 
communications required or permitted by this Agreement or by law to be served on or given to 
either party hereto by the other party hereto shall be in writing and shall be deemed to be duly 
served and given when personally delivered to the party to whom it is directed, or in lieu of 
such persona l servic e seven (7) days after it is duly ma i led to the party to w hom it is directed, 
addressed to the party at the address of such party. 

The address of the Annuitant is: 

8080 North Central Expressway, #1 100 
Dallas, Texas 75206 

The address of the Obligor is; 

One East First Street 
Reno, Nevada 89501 

c. Any party may change such party’s address for the purposes of this Agreement 
by giving written notice of such change to the other party to this Agreement in the manner 
provided in this Section. 

SECTION Xni: Arbitration 

13.1 Arbitration . The parties agree that in the event that any claim or 
controversy arising out or this Agreement cannot be resolved or settled by the parties or their 
legal representatives, such claim or conttoveny shall be determined and resolved by arbitration 
with each party being permitted to select one (1) arbitrator and the arbitrators so selected shall 
within ten (10) days from the date on which both such arbitrators have been selected, select a 
third neutral arbitrator who shall preside over the arbitration hearing in accordance with the laws 
of the State of Texas that pertain to arbitration proceedings. Each Arbitrator so selected 
hereunder shall participate in the arbitration proceeding and shall have one (1) vote each. The 
parties hereby agree that judgment upon any award or determination by the arbitration 
proceeding may be entered in any court that has jurisdiction thereof. 

SECTION XrV: Legal fees 

14.1 Attorney’s Fees . The parties agree that should any arbitration or litigation 
be commenced between the parties hereto concerning this Agreement, the Securities being 
transferred and sold hereunder, or the rights and duties of the parties hereunder, the party who 
prevails in such arbitration or litigation, upon final determination thereof, shall be entitled, in 
addition to such other relief that my be granted, to a reasonable sum as and for attorney’s fees, 
costs and disbursements. The amount of such attorney’s fees, costs and disbursements shall, if 
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permissible, be determined by the arbitration proceeding or the judicial proceeding, as the case 
may be; or if impermissible then the amount of such attorney’s fees, costs and disbursements 
shall -be- -detennined in separate j udicial- action- that may be brought for the specific purpose of 
determining the amount of such attorney’s fees, costs and disbursements that is reasonable and 
permissible hereunder. 

SECTION XV: Intent to comply with all applicable laws The parties hereby mutually agree 
that it is their intent to fully comply with all laws diat are applicable to this Agreement. 


SECTION X'Vl: Non-assignabOitv hy the Annuitant The parties hereby agree that neither 
this Agreement nor any interest herein shall be either assignable or transferable or capable of 
being^pSgSd^rbtherwise encumbered by the^Annuiiant without the^ptior wiittKi content ofi 
the Obligor first being obtained. The Obligor may freely sell, encumber, transfer, and/or assign 
its interest in the Securities and/or the proceeds therefrom without obtaining the consent of the 
Annuitant. 

SECTION X'VTI: Annuity agreement The parties hereby agree that this Agreement is 
intended to constitute and does constitute a private annuity agreement, and the parties specifically 
do not intend that this Agreement constitutes a partnership agreement, joint venture agreement, 
or any other type of contractual arrangement other than a private annuity agreement. 

SECTION XVni: Entire agreement This Agreement contains the entire agreement of the 
parties hereto with respect to the transfer and sale of the Securities being transferred hereunder. 
There are no representations, agreements, arrangements, or undertakings, either oral or written, 
between the parties hereto that relate to the subject matter contained herein that have not been 
fuEy expressed herein. Any such representation, agreement, arrangement, or undertaking that 
has not been fully expressed herein is hereby deemed to be null and void. Notwithstanding 
anything to the contrary set forth herein, the parties hereby agree and acknowledge that it is 
likely that the they will be required to execute other legal instrumentation relating to the transfer 
of the Securities being transferred and sold hereunder and/or the issuance of the Annuity in order 
to effectuate the transfer and sale as set forth herein. The parties hereby mutually agree to 
cooperate with the execution of any such documentation that may reasonably be required to 
effectuate the transfer and sale of the Securities being transferred hereunder an'd the issuance of 
the Annuity as set forth herein. 

SECTION XK: Governing law The parties hereby expressly agree that this Agreement and 
its interpretation, construction, and enforcement shall be governed by the Jaws of the State of 
Texas and the resolution of any dispute shall be resolved under the judicial system of the State 
of Texas. 

SECTION XX: Inurement The parties hereby agree that this Agreement shall inure to the 
benefit of, and be binding upon the permissible successors and assigns of the parties hereto. 

SECTION XXI: Amendments This Agreement may be amended, altered, supplemented or 
modified (herein collectively called an "amendment”), and any provision hereof waived, but only 
by a written agreement executed or signed by all the parties hereto or by the party to whom such 
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amendment or waiver relates or is applicable. If any conflict arises between the provisions of 
this Agreement and any amendments hereto, the most recent provision shall control. 

SECTION XXH: Effective date The effective'date of this Agreement shall be April 13', 1992. 

STCHON XXUI: Additional annuities are barred to the Obligor The Obligor hereby 
expressly agrees and consents to neither issue nor assume any annuity obligation whatsoever 
during the duration of the Annuity issued hereunder. 


Agreement on the dates set forth below. 


THE ANNUITANT ! THE OBLIGOR ; 

EAST BATON ROUGE LIMITBD 



post/207046/D 


10 


COtWlDENTIAL 

SECI00074238 

PSI0008610S 



3307 


SCHEDULE "A" 


1 . Non-Statutory Stock Option to purchase 200,000 shares of the Common Stock, SO. 10 par 
value per share, of Michaels Stores, Inc., issued pursuant to Non-Statutory Stock Option 
Agreement dated February 2, 1988, amended August 8, 1989 and October 24, 1990. 

2. Non-Statutory Stock O p tion to tairchase 175,000 shares of the Common S to ck, SO. 10 par 
value per share, of Michaels Stores, Inc. , issued pursuant to Non-Statutoiy Stock Option 
Agreement dated August 22, 1990, amended October 24, 1990. 
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APPENDIX B 


STERLING SOFTWARE, INC 

NON-STATUTORY STOCK OPTION PLAN 
(As amended, throogh Jannarf 31, 1994} 

1. Purpose. The ptirpose of the Non-Statotoiy Stock Option Plan of Sterling Software, Inc. 
(the “Plan”) is to provide key employees and ^visors with a proprietary interest in Sterling Software, 
Inc., a Ddaware corporation, and its subsidiaries (the “Company”) through the granting of options 
(“Option” or “Options”) to purch^ shares of the Company’s authorized Common Stock, par value 
$0.10 per share (“Common Stock”), in ordw to: 

a. Increase the interest in the Company's welfare of those key employees and advisors who 
share primary responsibility for the management, growth and protection of the business of the 

' ' " Company; - - • - 

b. Recognize the contributions nmde by certain key employees and advisors to the Com- 
pany’s growth during its development stage; 

c. Furnish an incentive to such key employees and advisors to continue their services for 
the Company, and 

d. Provide a means through which the Company attract able persons to en^ge as key 

emplc^ees and advisore. 

With respect to persons subject to Section 16 of the Securities Exchange Act of 1934, as amHided 
(the “Exchan^ Act”), transactions under the Plan are intended to comply with all applicable condi- 
tions of Rule 16b-3 or its successors \inder the Exchange Act. To the extent that any provision of the 
Plan or action by the Committee (as defined in Section 2) fails to so comply, it shall be deemed null and 
void, to the e^ent permitted by law and deemed advisable by the Committee. 

2. Administration. The Plan shall be administered by the Board of Directors of the Company 
(the “Board of Directors” or “Board”) or by a Stodc Option Committee (the “Stock Option Commit- 
tee”) consisting of such number of directors as are appointed by the Board from time to time in 
aoardance with the requirements of Rule 16b-3. As us^ herein, “Committee” shall mean the Board 
or the duly appointed Stock Option Committee, as applicable. No member of the Committee shall take 
any «:tion with respect to Options granted to such member. The Board of Directors shall choose an 
additional member or members of the Board to serve on the Committee for the sole purpose of making 
decisions pursuant to the Plan with regard to the member of the Committee receiving the Options. 
Except as otherwise provided by the terms of this Plan or by the Board, the Committee shall have aU 
the power and authority of the Board hereunder. 

The Committee shall have full and final authority in its discretion, but subject to the provisions of 
the Plan, to determine from time to time the individuals to whom Options shall be granted and the 
number of shares to be covered by each Option; to determine the time or times at which Options shall 
be granted; to interpret the Plan and the instruments by which Options will be evidenced; to make, 
amend and rescind rules and regulations relating to the Plan; to determine the terms and provisions 
of the instruments by which Options shall be evidenced; with the consent of the Partidpant (as 
defined in Section 3), to modify or amend any Option agreement or waive any conditions or restric- 
tions applicable to any Option or the exercise thereof; and to make all other determinations necessary 
or advisable for the administration of the Plan. Non-employee members of the Board (“non-employee 
directors”) shall not be eligible to receive Options under the Plan except as expressly provided in 
Section 22. 

3. Participants. The Committee msy, firom time to time, select particular key employees and 
advisors of the Company, or of any subsidiary of the Company, to whom Options are to be granted, and 
upon the grant of such Options, the selected key employees and advisors shall become Participants in 


B-l 






EXHIBIT #66 -FN 651 

CONFIDENTIAL 


SECI00087992 

PSI00099859 



3309 


the Plan. As used herein, the term “Partidpant” means a key employee or advisor who accepts an 
Option, or the estate, personal representative or benefidary thereof having the right to exerdse an 
Option pursuant to its terms. 

4. Shares Subject to the Plan. The shares of Common Stock subject to Options granted pursu- 
ant to the Plan shall be dther shares of authorised but unissued Common Stock or shares of Common 
Stock reacquired by the Company. Shares that by reason of the expiration of an Option, or for any 
other reason, are no longer subj^ to purchase pimsuant to an Option granted under the Plan, and 
shares from time to time rendered in payment of the exerdse price of Options, may be made subject to 
additional Options granted pursuant to the Plan. The maximum aggregate number of shm-es of 
Common Stock that may be issued from time to time pursuant to the Plan shall be 4,000,000; provided 
that the Commi tte e may adjust the numbe r of shares availa ble for Options, the number of shares 
subject to and the exerdse price of Options granted hereunder to eS&t a chanp^iiro^faEation of 
the Company, such as a stock dividend, stock split, reverse stock split, share combination, exchange of 
shares, merger, consolidation, reorganization, liquidation, or the like, of or by the Company. 

5. Grant of Options. Options granted hereunder shall be evidenced by written stock option 
agreements containing such terms and provisions as are recommended and approved from time to 
time by the Committee, but subject to and not more favorable than the terms of the Plan. The 
Committee may from time to time require additional terms which the Committee deems necessary or 
advisable. The Company shall execute stock option agreements upon instruction from the Committee. 

6. Maximum Amount of Stock Subject to Options. Subject to Section 21, the maximum aggre- 
gate fair market value (determined as of the time the Option is granted) of the Common Stock for 
which any Partidpant may be granted Options in any calendar year shall be determined by the 
Committee in its discretion. 

7. Option Exercise Price. The purchase price of Common Stock subject to an Option granted 
pursuant to the Plan shall be no less than the fair market value of the Common Stock on the date of 
grant. 

8. Restrictions. The Committee may, but need not, at the time of granting of an Option or at 
any subsequent time impose such restrictions, if any, on issuance, voluntary disposition and release 
from escrow of any Options including, without limitation, permitting exercise of Options only in 
installments over a period of years. 

9. Pa.yment. Pull payment for Common Stock purchased upon the exerdse of an Option shall 
be made at the time of exerdse. No Common Stock shall be issued until full payment has been made 
and a Partidpant shall have none of the rights of a shareholder until shares of Common Stock are 
issued to him. Any federal, state or local taxes required to be paid or withheld at the time of exerdse 
shall also be paid or withheld in full prior to any delivery of shares of Common Stock upon exerdse. 
Payment may be made in cash, in shares of Common Stock then owned by the Partidpant, or in any 
other form of valid consideration, or a combination of any of the foregoing, as required by the 
Committee in its discretion. Shares of Common Stock tender^ in payment of the exerdse price of any 
Options may be reissued to the Partidpant who tendered the shares of Common Stock as part of the 
shares of Common Stock issuable upon exerdse of other Options granted from time to time pursuant 
to the Plan. 

10. Transferability of Options. Options granted under the Plan shall not be transferable other 
than by will or the laws of descent and distribution, or pursuant to a qualified domestic relations order 
as defined by the Internal Revenue Code of 1986, as amended (the "(lode"), or Title I of the Employee 
Retirement Income Security Act (“ERISA”), or the rules thereunder. The designation by the holder oi 
an Option of a benefidary shall not constitute a transfer of the Option. 

11 . Time of Granting of an Option. The grant of an Option pursuant to the Plan shah occur 
only when a written Option agreement shall have been duly executed and delivered by or on behalf ot 
the Company to the iWtidpant. 
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12. Rights in Event of Death or DisabilUy of Participant. The Coi^ttee shall have discretion 
to include in each Option agreement such provisions regarding exercisability of the Options following 
the death or disability of the Participant as it, in its sole discretion, deems to be appropriate. 

13. Termination of Option Rights and Axuards. The Committee may provide in each Option 
agreement for the circumstances under which Options granted hereunder may terminate for any 
reason that the Committee, in its sole discretion, deems appropriate. 

14. Stock Purchased for Investment. At the discretion of the Committee, any Option agree- 
ment may provide that the Option holder shall, by accepting an Option, represent and agree on behalf 
of himself and his transferees by will or the laws of descent and distribution that all shares of Common 
Stock purchased upon the exercise of the Option will be acquired for investment and not for resale or 

the same shall furnish evidence satisfactory to the Company (including a written and signed represen- 
tation) to the effect that the shares of Common Stock are being acquhed in good faith and for 
investment arid hot for resale or distribution. 

15. Amendment or Discontinuation. The Plan may be amended, altered or discontinued by the 
Board or, if the Board has specifically delegated this authority to the Committee, by the Committee, 
without approval of the stockholders. In the event any law, or any rule or regulation issued or 
promulgated by the Internal Revenue Service, Securities and Exchange Commission, National Associ- 
ation of Securities Dealers, Inc., any stock exchange upon which the Common Stock is listed for 
trading or other governmental or quasi-govemmental agency having jurisdiction over the Company, 
its Common Stock or the Plan requires the Plan to be amended, the Plan will be amended at that time 
and all Options then outstanding will be subject to such amendment. 

16. Employment. This Plan and any Option granted under this Plan do not confer upon the 
Participant any right to be employed or to continue employment with the Company. 

17. No Obligation to Exercise Option. The granting of an Option pursuant to the Plan shall not 
impose any obligation upon the Participant to exercise such Option. 

18. Termination. Unless sooner terminated by action of the Board or, if the Board has specifi- 
cally delegated its authority to terminate the Plan to the Committee, by the Committee, the Plan shall 
terminate on December 31, 2011, and no Options may be granted pursuant to the Plan after such date. 

19. Use of Proceeds. The proceeds derived from the sale of stock pursuant to Options granted 
under the Plan shall constitute general funds of the Company. 

20. Effective Date of the Plan. The Plan shall be effective, as amended, immediately upon 
approval of the Board of Directors of the Company. 

21. Limitations on Options Granted to Directors. The following limitations shall apply to 
Options granted to directors in order to comply with Rule 16b-3(b)(l)(iii) promulgated under the 
Exchange Act; 

a. In addition to the limitations included in Section 6 hereof, the maximum aggregate 
number of shares of Common Stock which may be issued pursuant to Options granted to all 
dhrectors as a group under this Plan shall not exceed 50% of the aggregate shares of Common 
Stock for which Options may be granted under the Plan, subject to adjustment as provided in 
Section 4 hereof; 

b. The ptirchase price for shares of Common Stock acquired pursuant to the exercise, in 
whole or in part, of any Option shall be 100% of the fair market value of the Common Stock on the 
date of grant of such Option; 

c. Options granted to directors pursuant to the Plan may be granted only during the term 
of the Plan; 
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d. Options granted to directors piirsuant to the Plan shall not be exercisable for a period of 
twelve calendar months from the date of grant of such Options; and 

e. Options granted to directors pursuant to the Plan shall expire no later than five (5) years 
from the daie on which the Options are granted. 

The limitations set forth in this Section 21 shall cease to apply effective as of the date of the 
Company’s adoption with respect to this Plan of Rule 16b-3 as promulgated under the Exchange Act 
effective May 1991 ("New Rule 16h-3”). 

22. Automatic Grants to Non-Employee Directors. Grants to non-employee directors on or 
after the date of the Company’s adoption with respect to this Plan of New Ride 16b-3 shall be solely 
pursuant to the followir® formula: each non-employee director elected or appointed to the Board will 
rereive, at the time ofliis or her initial election bfappointmenf, an autonmtac grant of Options to 
purchase 40, (HX) shares of Common Stock. In addition, during the term of this Plan, each non- 
employee director will receive an additional automatic grant of (Dptions to purchase 40,000 shares of 
Common Stock every five years on the anniversary date of his or her initial dection or appointment to 
the Board, beginning on the fifth anniversary of his or her initial election or appointment to the Board; 
provided that such non-employee director has served continuously as a director of the Company since 
the date of his or her initial election or appointment to the Board. The exercise price of eadi such 
Option will be equal to the fair market value of the Common Stock on the date of grant. Each such 
Option will become exercisable in cumulative annual installments of one-fourth of the shares covered 
by the grant, commencing one year after the date of grant, and will expire five years from the date of 
grant; provided that each such Option will become immediately exercisable with respect to 100% of 
the shares covered by the grant in the event of a change of control. A change of (mntrol is deemed to 
occur (i) when any person, other than Sam Wyly or Charles J. Wyly, Jr., or an affiliate of either of them, 
becomes the beneficial owner of securities of the Company representing 20% or more of the combined 
voting power of the Company’s outstanding seemities, (ii) ifi during any three consecutive years, 
individuals who constitute the Board of Directors at the beginning of such period cease to constitute a 
majority of the Board of Directors or (iSi) upon the occurrence of any event that would be required to 
be reported in response to Item 6(e) of &hedule 14A of Emulation 14A promulgated under the 
Exchange Act. This section shall not be amended more than once in any six-month period, other than 
to comport with changes in the Code or ERISA or the rules thereunder. 


STERLING SOFTWARE, INC. 


By: /a/ Sterling L. Whuams 

Sterling L. Williams 
President and Chief Executive Officer 
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MICHAELS STORES, INC 
NON-STATUTORY STOCK OPTION PLAN 

Section I. Purpose. The purpose of this Michaeis Stores, Inc. (the “Company”) Non-Statutory 
Stock Option Plan (the “Plan") is to promote the growth and general prosperity of the Company by 
permitting the Company to grant options to purchase shares of its Common Stock to its full-time, key 
employees. This Plan is designed to help attract and retain superior personnel for positions of substantial 
responsibility with the Company and its subsidiaries and to provide key employees with an additional 
imaanye-ja-oonitihutejo the success-oTthe Company. Any option-granted-pursuanuaihkPlan shalLbc. 
clearly and specifically designated as not being an incentive stock option, as defined in Section 422A(b) of 
the Internal Revenue Code of 1954, as amended (the “Code”). This Plan is part of the Company’s Key 
Employee Stock Compensation Program (the “Program"). Unless any provision herein indicates to the 
contrary, this Plan shall be subject to the General Provisions of the Program. 

Section 2. Option Terms and Conditions. The terms and conditions of options granted under this 
Plan may differ from one another as the Committee shall in its discretion determine so long as all options 
granted under this Plan satisfy the requirements of this Plan. 

Section 3. Duration of Options. Each option granted pursuant to this Plan and all rights thereunder 
shall expire on the date determined by the Committee, but in no event shall any option granted under this 
Flan expire later than ten yeais from the date on which the option is granted. In addition, each option 
shall be subject to early termination as provided in this Plan. 

Section 4. Purchase Price. The purchase price for shares acquired pursuant to the exercise, in whole 
or in part, of any option shall not be less than fifty percent ( 50%) of the fair market value of the shares at 
the time of the grant of the option. Fair market value shall be determined by the Committee on the basis 
of such factors as it deems appropriate; provided that if at the time the determination of fair market value 
is made those shares are admitted to trading on a national securities exchange for which sale prices are 
regularly reported, the fair market value of those shares shall not be less than the lower of (i) the mean 
between the closing bid and asked prices reported for or (ii) the last trade price of a 100-share lot of the 
Common Stock on that exchange on the day or most recent trading day preceding the date on which the 
option is granted. For purposes of the preceding sentence, the term “national securities exchange” shall 
indude the National Sedation of Securities Dealers Automated Quotation System and the over-the- 
(xrunter market. 

Section 5. Exercise of Cations. Each option shall be exerdsabie in one or more installments during 
its term, and the right to exercise may be cumulative as determined by the Committee. No option may be 
exercised for a fraction of a share of Common Stock. The purchase price of any shares purchased shall be 
paid at the time of exercise of the option either (i) in cash, (ir) by certified or cashier’s check, (iii) by 
delivery of shares of Common Stock, if permitted by the Committee, (iv) by delivery of a copy of 
irrevocable instructions from the optionholder to a broker or dealer, reasonably acceptable to the 
Company, to sell certain of the shares purchased upon exercise of the option or pledge them as collateral 
for a loan and promptly deliver to the Company the amount of sale or loan proceeds necessary to pay such 
purchase price or ( v ) by cash or certified or cashier’s check for the par value of the stock plus a promissory 
note for the balance of the exercise price, which note shall provide for full personal liabOity of the maker 
and shall contain such other terms and provisioits as the Committee may determine, including without 
limitation the right to repay the note partially or wholly with Common Stock. If any portion of the 
purchase price or a note given at the time of exercise is paid in shares of Common Stock, those shares shall 
be tendered at their then fair market value as determined by the Committee in accordance with Section 4 
of this Plan. 

Section S. Acceleration of Right of Exercise of Installments. Notwithstanding the first sentence of 
Section 5 of this Plan, if the Company or its shareholders enter into an agreement to dispose of all or 
substantially all of the assets or stock of the Company by means of a sale, merger or other reorganization. 
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liquidation, or otherwise, any option granted pursuant to this Plan shall become immediately exercisable 
with respect to the full number of shares subject to diat option during the period commencing as of the 
date of the agreement to dispose of all or substantially all of the assets or stock of the Company and ending 
when the disposition of assets or stock contemplated by that agreement is consummated or the option is 
otherwise terminated in accordance with its provisions or the provisions of this Plan, whichever occurs first; 
provided that no option shall be immediately exerdsable under this Section 6 on account of any agreement 
of merger or other reorganization where the shareholders of the Company immediately before the 
consummation of the transaction will own at least 50% of the total combined voting power of all classes of 
stock entitled to vote of the surviving entity (whether the Company or some other entity) immediately 

referred to in this Section 6 is not consummated, but rather is terminated, cancelled or expires, the options 
granted pursuant to this Plan shall thereafter be treated as if that agreement had never been entered into. 

Notwithstanding the first sentence of Section 5 of this Plan, in the event of a change in control or 
threatened change in control of the Company, all options granted prior to such change in control or 
threatened change in control shall become immediately exercisable. The term “control” for purposes of 
this Section 6 shall refer to the acquisition of 10% or more of the voting securities of the Company by any 
person or by persons acting as a group within the meaning of Section 13(d)(3) of the Securities Exchange 
Act of 1934, as amended; provided that for purposes of this Plan, no change in control or threatened 
change in control shall be deemed to have occurred if prior to the acquisition of, or offer to acquire, 10% or 
more of the voting securities of the Company, the full Board of Directors shall have adopted by not less 
than two-thirds vote a resolution specifically approving such acquisition or ofier. The term “person” for 
purposes of this Section 6 refers to an individual or a corporation, partnership, trust, association, joint 
venture, pool, syndicate, sole proprietorship, unincorporated organization or any other form of entity not 
specifically listed herein. 

Section 7. Written Notice Reguired. Any option granted pursuant to this Plan shall be exercised 
when written notice of that exercise has been given to the Company at its principal office by the person 
entitled to exercise the option and full payment for the shares with respect to which the option is exerdsed 
has been received by the Company. 

Section 8. Compliance with Securities Laws. Shares of Common Stock shall not be issued with 
respect to any option granted under this Plan unless the exercise of that option and the issuance and 
delivery of those shares pursuant thereto shall comply with all relevant provisions of state and federal law, 
including without limitation the Securities Act of 1933, as amended, the rules and regulations promulgated 
thereunder, and the requirements of any stock exchange upon which the shares may then be listed, and 
shall be further subject to the approval of counsel for the Company with respect to such compliance. The 
Committee may also require an employee to whom an option has been granted (“Optionee”) to furnish 
evidence satisfactory to the Company, induding a written and signed representation letter and consent to 
be bound by any transfer restriction imposed by law, legend, condition or otherwise, that the shares are 
being purchased oidy for investment and wthout any present intention to sell or distribute the shares in 
violation of any state or federal law, rule or regulation. Further, each Optionee shall consent to the 
imposition of a legend on the certificate representing the shares of Common Slock issued upon the exercise 
of the option restricting their transferability as required by law or by this Section. 

Section 9. Employment of Optionee. Each Optionee, if requested by the (Committee, must agree in 
writing as a condition of the granting of his or her option, to remain in the employ of the Company, or any 
of its subsidiaries, following the date of the granting of that option for a period specified by the Committee, 
which period shall in no event exceed three years. Nothing in this Plan or in any option granted hereunder 
shall confer upon any Optionee any right to continued employment by the Company or any of its 
subsidiaries, or limit in any way the right of the Company or any subsidiary at any time to terminate or 
alter the terms of that employment. 

Section 10. Cation Rights upon Termination of Employment. If an Optionee ceases to be employed 
by the Company or any subsidiary for any reason other than retirement, death or disability, his or her 
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option shall immediately terminate; provided that the Committee may, in its discretion, allow the option to 
be exercised (to the extent exercisable on the date of termination of employment) at any time within three 
months after the date of termination of employment, unless either the option or this Plan otherwise 
provides for earlier termination. An employee retiring under a qualified retirement plan of the Company 
shall automatically be allowed a three month period following termination due to retirement in which to 
exercise his or her option. 

Section 11, Qw/on Rights upon Disability. If an Optionee becomes disabled within the meaning of 
Section 105(d)(4) of the Code while employed by the Company or any subsidiary, the Committee, in its 
discretion, may allow the option to be fully exercised, at an y time within one year after the date of such 
imniiation, unless either the option or this Plan otherwise provides for earlier termination. 

Section 12. (^tion Rights upon Death cf Optionee. Except as otherwise limited by the Committee at 
the time of the grant of an option, if an Optionee dies while employed by the Company or any subsidiary, 
or within three months after ceasing to be an employee thereof, his or her option shall expire one year after 
the date of death unless by its terms it expires sooner. During this one year or shorter period, the option 
may be fully exercised, to the extent that it remains unexerdsed on the date of death, by the person or 
persons to whom the Optionee’s rights under the option shall pass by will or by the laws of descent and 
distribution. 

SEcnON 13. Cations Not Transferable. Options granted pursuant to this Plan may not be sold, 
pledged, assigned or transferred in any maimer otherwise than by will or the laws of descent and 
distribution and may be exercised during the lifetime of an Optionee only by that Optionee or by his 
guardian or legal representative. 

Section 14. Adjustments to Number and Purchase Price of Optioned Shares. All options granted 
pursuant to this Plan shall be adjusted in the manner prescribed by Article 7 of the General Provisions of 
the Program. 

SECnoN IS. Reports to Shareholders. The Company shall furnish to each Optionee a copy of the 
annual report sent to the Company’s shareholders. Upon written request, the Company shall furnish to 
each Optionee a copy of its most recent Form lO-K Annual Report and each quarterly report to 
shareholders issued since the end of the Company's most recent fiscal year. 

Section 16. Limitations on Options Granted to Directors. The following limitations shall apply to 
options granted to directors in order to comply with Rule 16(b)-3 (b)( l)(iii) promulgated under the 
Securities Exchange Act of 1934, as amended: ( a) the maximum aggregate number of shares of Common 
Stock which may be issued pursuant to options granted to all directors as a group under this Plan shall not 
exceed 50% of the aggregate shares of Common Stock for which options may be granted under this Plan, 
subject to adjustment as provided in Article 7 of the General Provisions of the Program; (b) the purchase 
price for shares of Common Stock acquired pursuant to the exercise, in whole or in part, of any option shall 
be 100% of the fair market value of the Common Stock on the date of grant of such option; (c) options 
granted to directors pursuant to this Plan may be granted only during the ten-year period this Plan is in 
effect; ( d ) options granted to directors pursuant to this Plan shall not be exercisable for a period of twelve 
calendar months after the date of grant of such options; and (e) options granted to directors pursuant to 
this Plan shall expire no later than five years after the date on which the options are granted. 
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NOH-STATOTORY STOCK OPTION AGREEHEOT 


by and between Sterling Software, Inc., a Delaware corporation 
(tbe "Company"), and Charles J. Wyly, Jr., an employee, director 
or other adviser of the Company or one of its subsidiaries (the 
"Participant") . The Company and the Participant agree as 
follows: 


1. Grant of Option . Pursuant to a duly adopted 
resolution of the Board of Directors of the Company or a duly 
appointed committee thereof (collectively referred to herein as 
the "Board") , the Company hereby grants to the Participant an 
option (the "Option") to purchase from the Company a total of 
333,000 shares of the Company's common stock, par value $0.10 per 
share ("Common Stock"), at an exercise price per share of $13.00 
(Thirteen and no/lQO dollars) (the "Exercise Price") , in the 
amounts, during the periods and upon the terms and conditions set. 
forth herein. 

2. Time of Exercise . The Option may be exercised, in 
whole or in part, according to the following schedule: 

Percentage 

Exercisable Period 

100% Immediately 

The unexercised portion of the Option from one annual period may 
be carried over to a subsequent annual period or periods and the 
right of the Participant to exercise the Option as to such 
unexeroised portion shall continue for the entire term. In no 
event may the Option be exercised in whole or in part, however, 
after the expiration of the term described in Section 3 below. 

3 . Term . The Option and all rights incident thereto 
shall termlnata 5 years from September 16, 1986. 

4. Restrictions on Exercise . The Option: 

(a) May be exercised only with respect to full shares and 
no fractional shares of Coauaon stock shall be issued upon 
exercise of the Option; and 

(b) May be exercised in whole or in part, but no 
certificates representing shares subject to the Option shall be 
delivered if any requisite registration with, clearance by, or 
consent, approval or authorization of, any governmental authority 
of any kind having jurisdiction over the exercise of the Option, 
or issuance of securities upon such exercise, shall not have been 
taken or secured. 
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5. Manner of Exeirclse . The Option shall be exercised by 
written notice to the Coapany of the number of shares being 
purchased and the Exercise Price to be paid, accompanied by the 

■f BXIBWtlffT"-’ — — — 

(a) full payment of the Exercise Price in United states 
dollars, or in shares of Common Stock then owned by the 
Participant, or in any other form of valid consideration, or a 
combination of any of the foregoing as required by the Board in 
its discretion; and 

(b) an undertaking to furnish or execute such documents 
as the Company in its discretion shall deem necessary (i) to 
evidence such exercise of the Option, (ii) to determine whether 
registration is then required under the Securities Act of 1933, 
as then in effect and (iii) to comply with or satisfy the 
requirements of the Securities Act of 1933, or any other federal, 
state or local law, as then in effect. 

If Common Stock is to constitute all or any portion of the 
Exercise Price, it shall be valued at its fair market value, as 
determined by the Board on the basis of such factors as the Board 
may deem appropriate; provided that if at the time the 
determination of fair meu:ket value is made, the shares of Common 
stock are admitted to trading on a national securities exchange 
for which sale prices are regularly reported, the fair market 
value of the shares shall not be less than the lower of (i) the 
mean between the closing bid and asked prices reported for, or 
(ii) the closing price of, the Common Stock on that exchange on 
the most recent trading day preceding the date on which the 
Option is exercised. For purposes of the preceding sentence, the 
term 'national securities exchange' shall include the National 
Association of Securities Dealers Automated Quotation System and 
the over-the-counter market. Any federal, state or local taxes 
required to be paid or withheld at the time of exercise shall be 
paid or withheld in full prior to any delivery of shares upon 
exercise. Upon due exercise of the Option, the Company shall 
issue such shares registered in the name of the person exercising 
the Option. 


6. Non-Transferability of Options . This Option is not 
assignable or transferable by the Participant otherwise than by 
will or the laws of descant and distribution and during the 
lifetime of the Participant may only be exercised by him. 

7. Rights as Stockholder . Neither the Participant nor 
any of the Participant's beneficiaries shall be deemed to have 
any rights as a stockholder with respect to any shares covered by 
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the option until the issuance of a certificate to the Participant 
for such shares. 


8. Capital Adiustments . The nuinber of shares of Conmion 
-^toc3c-CDvered-fayHdie-6ptd-on-ev±deBge d by th is— AgyeeaentT— -and^the — 
Exercise Price thereof, shall be subject to adjustment to reflect 


any stock dividend, stock split, share combination, excheinge of 
shares, recapitalization, merger, consolidation, separation, 
reorganization, liguidation, or the like of, or in any manner 
involving the Company. Except as provided in this Section 8, no 
adjustment shall be made for dividends or other rights for which 

certificates representing shares issued pursuant to the Option. 


. 9. Rights in Event of Death of Participant ■ If the 

Participant dies prior to termination of the Participant's rights 
to exercise the Option in accordance with the provisions of this 
Agreement without having exercised the Option as to all shares 
covered thereby, the Option may be exercised as to the 
unexercised portion and subject to all conditions of this 
Agreement by the participant's estate or a person who acquired 
the right to exercise the Option by bequest or inheritance or by 
reason of the death of the Participant, provided the period 
during which the Option may be so exercised shall not continue 
beyond the expiration of the Option or one year from the date of 
the Participant's death, whichever date first occurs. 


10. Stock Purchased for Investment . Unless the shares are 
covered by a then current and effective registration statement 
under the Securities Act of 1933, as then in effect, the 
Participant, by accepting the Option, represents, warrants, 
covenants and agrees on behalf of the Participant and the 
Participant's transferees by will or the laws of descent and 
distribution that all shares of Common Stock purchased upon the 
exercise of the Option will be acquired for investment and not 
for resale or distribution, and that upon each exercise of any 
portion of the Option, the parson entitled to exercise the same 
shall furnish evidence satisfactory to the Company (including a 
written and signed representation) to the effect that the shares 
are being acquired in good faith for investment and not for 
resale or distribution. 


11. Notices . Each notice relating to this Agreement shall 
be in writing and delivered in person or by certified mail to the 
proper address. Each notice shall be deemed to have been given 
on the date it is received. Each notice to the Company shall be 
addressed to it at its principal office, now 8080 North Central 
Expressway, Dallas, Texas, 75206, attention of the Secretary. 

Each notice to the Participant or other person or persons then 
entitled to exercise the Option shall be addressed to the 
Participant or such other person or persons at the Participant's 
address specified below. Anyone to whom a notice may be given 
under this Agreement may designate a new address by notice to 
that effect. 
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12 . No Obllcratlan to Exercise Option . This Agreement does 
not impose any obligation upon the Participant to exercise the 
Option. 


13. Law Soveynino . This Agreement is intended to be 

-pesfoaned— in— the-Stafca-.oJE— Texas— and— shall — he. constmed-and 

enforced in accordance with and governed by the laws of such 
State, except as, to matters of corporate law, which shall be 
governed by, the laws of Delaware. 

14. Use of Proceeds . The proceeds derived from the sale of 

stock pursuant to this Option shall constitute general funds of 
the Company . : 

IN WITNESS WHEREOF, the Company and the Participant have 
executed this Agreement as of the 16th day of September 1986. 


STERLING SOFTWARE, ^C. 




Sterling L. Williams, 
aridchief Executive 

PARTICIPANT 

President 

Officer 

v/l . 

Signature ' ' 

Charles J. Wvlv. Jr. 


Print Name 

Address for Notice 

8080 N. Central Exoresswav 

Dallas. Texas 75206 



86-82 
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NON-STATUTORY STOCK OPTION AGREEMENT 


Tbis StocJt Option Agreement {'Agreement') is entered into 
by and between Sterling Software, Inc., a Delaware corporation 
7tlia'^c5mpany'r7-aftd--Sa»--Se?liU--^iL.^P^ea- director or other 

adviser of the Company or one ofitssnbsiataries — {the — — 

'Participant') . The Company and the Participant agree as 
follows: 

1. Grant of Option . Pursuant to a duly adopted 
resolution of the Board of Directors of the Company or a duly 
appointed committee thereof (collectively referred to herein as 
the 'Board") , the Company hereby grants to the Participant an 
option (the 'Option') to purchase from the Company a total of 
667,000 shares of the Company's common stoolc, par value SO. 10 per 
share ("Common Stock"), at an exercise price par share of $13.00 
(Thirteen and ao/ioo dollars) (the 'Exercise Price") , in toe 
amounts, during the periods and upon the terms and conditions set 
forth herein. 

2. Time of Exercise . The Option may be exercised, in 
whole or in part, according to the following schedule: 

Percentage 

Exercisable P.gr;i 9 d 

100% Immediately 

The unexercised portion of the Option from one annual period may 
be carried over to a subsequent annual period or periods and the 
right of the Participant to exercise the Option as to such 
unsxercised portion shall continue for the entire term. In no 
event may the Option be exercised in whole or in part, however, 
after the expiration of toe term described in Section 3 below. 

3. Term . The Option and all rights incident thereto 
shall terminate 5 years from September 16, 1986. 

4. Restrictions on Exercise . The Option: 

(a) Hay be exercised only with respect to full shares and 
no fractional shares of Common Stock shall be issued upon 
exercise of toe Option; and 

(b) May be exercised in whole or in part, but no 
certificates representing shares subject to the Option shall be 
delivered if any requisite registration with, clearance by, ’or 
consent, approval or authorization of, any governmental authority 
of any kind having jurisdiction over the exercise of the Option, 
or issuance of securities upon such exercise, shall not have been 
taken or secured. 


Permanent Siihrnmn.;^^, 
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S. Manner of Exerclsa . The Option shall he exercised by 
written notice to the Company of the number of shares being 
purchased and the Exercise Price to be paid, accompanied by the 
following: 

(a) full pa yment of the Exercise Price in Pnited S tates 

dollars, or'^in shares of Common Stock then owned by the 
Participant, or in any other form of valid consideration, or a 
combination of any of the foregoing as required by the Board in 
its diseretion; and 

. (b) an undertaking to furnish or execute such documents 
as the Company in its discretion shall deem necessary (i) to 
evidence such exercise of the Option, (ii) to determine whether 
registration is then recpiired under the Securities Act of 1933, 
as then in effect and (iii) to comply with or satisfy the 
requirements of the Securities Act of 1933, or any other federal, 
state or local law, as then in effect. 

If Common Stock is to constitute all or any portion of the 
Exercise Price, it shall be valued at its fair market value, as 
determined by the Board on the basis of such factors as the Board 
may deem appropriate; provided that if at the time the 
determination of fair market value is mads, the. shares of Common 
Stock are admitted to trading on a national securities exchange 
for which sale prices are regularly reported, the fair market 
value of the shares shall not be less them the lower of (i) the 
mean between the closing bid and asked prices reported for, or 
(ii) the closing price of, the Common Stock on that exchange on 
the most recent trading day preceding the date on which the 
Option is exercised. For purposes of the preceding sentence, the 
term 'national securities exchange' shall include the National 
Association of Securities Dealers Automated Quotation System and 
the over-the-counter market. Any federal, state or local taxes 
required to be’ paid or withheld at the time of exercise shall be 
paid or withheld in full prior to any delivery of shares upon 
exercise. Opon due exercise of the Option, the Company shall 
issue such shares registered in the name of the person exercising 
the Option. 


s. Non-Transferabilitv of Options . This Option is not 
assignable or transferable by the Participant otherwise than by 
’will or the laws of descent and distribution and during the 
lifetime of the Participant nay only be exercised by him. 

• Rights as Stockholder . Neither the Participant nor 
any of the Participant's beneficiaries shall be deemed to have 
any rights as a stockholder with respect to any shares covered by 
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the Option until the issuance of a certificate to the Participant 
for such shares. 

3. Capital....ftdiustTOents . The number of shares of Common 
Stock covered by the Option evidenced by this Agreement, and the 
Exercise Price thereof, shall be subject to adjustment to reflect 
any stock dividend, stock split, share comhination, exchange of 

reorganization, liquidation, or the like of, or in any maime. 
involving the Company. Except as provided in this Section 8, no 
adjustment shall be made for dividends or other rights for which 
the record date is prior to the issuance of the certificate or 
certificates representing shares issued pursuant to the Option. 

9. Rights in Event of Death of Participant . If the 
Participant dies prior to termination of the Participant's rights 
to exercise the Option in accordance with the provisions of this 
Agreement without having exercised the Option as to all shares 
covered thereby, the Option may be exercised as to the 
unexercised portion and subject to all conditions of this 
Agreement by the participant's estate or a person who acquired 
the fight to exercise the Option by bequest or inheritance or by 
reason of the death of the Participant, provided the period 
during which the Option may be so exercised shall not continue 
beyond the expiration of the Option or one year from the date of 
the Participant's death, whichever date first occurs. 

10- stock Purchased for Investment . Unless the shares are 
covered by a then currant and effective registration statement 
under the Securities Act of 1933, as then in effect, the 
Participant, by accepting the Option, represents, warrants, 
covenants and agrees on behalf of the Participant and the 
Participant's transferees by will or the laws of descent and 
distribution that all shares of Common Stock purchased upon the 
exercise of the Option will be acquired for investment and not 
for resale or distribution, and that upon each exercise of any 
portion of the Option, the person entitled to exercise the same 
shall furnish evidence satisfactory to the Company (including a 
written «md signed representation) to the effect that the shares 
are being acquired in good faith for investment and not for 
resale or distribution. 

11. ^ Notices . Each notice relating to this Agreement shall 
be in writing and delivered in person or by certified mail to the 
proper address. Each notice shall be deemed to have been given 
on the date it is received. Each notice to the Company shall be 
addressed to it at its principal office, now 8080 North Central 
Expressway, Dallas, Texas, 75206, attention of the Secretary. 

Each notice to the Participant or other person or persons then 
entitled to exercise the Option shall be addressed to the 
Participant or such other person or persons at the Participant's 
address specified below. Anyone to whom a notice may be given 
under this Agreement may designate a new address by notice to 
that affect. 


CONFIDENTIAL 

HST PSI037051 



3322 


12. Ho Obixoation to Exercise Option . This agreeaent does 
not taposa any obligation upon the Participant to exercise the 
Optipn. 

13. Law Governing . This Agraemesnt is intended to be 
performed in the State of Texas euid shall be construed and 
enforced in accordance with and governed by the laws of such 
State, except as to matters of corporate law, which shall be 
governed by the laws of Delaware. 

in Ose of Proc'eeds . The proceeds derivetOfroBi the saXe^of 
stock pursuit to this option shall constitute general funds of 
the Company". 

UI- WITNESS WHEREOF, the Company and the Participeint have 
executed this agreement as of the 16th day of September 1986. 


STERLING SOFTWARE, INC. 


Sterli^ L. Williams, President 
^md Oiief Executive Officer 


PARTICIPANT 



Signature '' Jj' 


San Wvlv 

Print Name 

Address for Notice 

8080 N. Central Expressway 

Dallas. Texas 7S206 


36-82 


CONFIDENTIAL 

HST_PSI037052 



3323 


MICHAELS STORES. INC. 

non-statutoet stoce option ageeehekt 


This Non-Statutory Stock Option Aereement ( "Agroeiaeat” ) is 
entered into between Michaels Stores, Ino., a^ Delaware 
corporation (the "Company*'), and Sam Wyiy (the "Participant") . 
The Company and the Participant aeree as follows: 

1 . Grant of Option . Pursuant to a duly adopted resolution 
st — the — Board — of — Directors — of — the * Sompsoy-^fthe — ®Boani®^)T — the 
Company hereby grants to the Participant a non-statutory option 
(the "Option") to purchase from the Company a total of 175,000 
shares of the Company's Common Stock, par value t.lO per share 
("Cojamon Stock"), at an exercise price per share of $4.00 (Four 
and No/100 Dollars) (the "Exercise Price"), in the amounts, 
during the periods and upon the terms and conditions sot forth 
herein. 

2. Time of Exercise . Subject to the other terns hereof, 
the Option may be exercised, in whole or in part, according to 
the following schedule: 

Percentage Exercisable Date 

loos August 22, 1990 

3. Term. Subject to the other terms hereof, the Option 
and all rights incident thereto shall terminate on August 21, 
1995. 

4. Restrictions on Exercise . The Option: 

(a) May be exercised only with respect to full shares 
and no fractional shares of Common Stock shall be issued upon 
exercise of the Option; and 

(b) May be exercised in whole or in part, but no cer- 
tificates representing shares subject to the Option shall be 
delivered if any requisite registration with, clearance by, or 
consent, approval or authorization of, any governmental 
authority of any kind having jurisdiction over the exercise of 
the Option, or issuance of securities upon such exercise, shall 
not have been taken or secured. 

5. Manner of Exercise . Tbe Option shall be exercised by 
written notice to the Company of the number of shares being 
purchased and the Exercise Price to be paid, accompanied by the 
following: 


Permanent Snbconmiittee on Investigations 
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ti) Full paFTuent. of the Exercise Price in United St&tes 
Dollars, or in shares of Cofflaon Stock then owned by the Participant, 
or in any other fora of valid consideration, (ii) a copy of 
irrevocable instructions fron the Participant to a broker or dealer^ 
reasonably acceptable to the Company, to sell certain of the shares 
purchased, upon exercise of the Option or pledge tbeo as collateral 
for a loan and promptly deliver to the Company the amount of sale or 
loan proceeds necessary to pay the Exercise Price, or {iii) a 
combinati-on of any of the foregoing as required by the Board in its 
discretion; and 

^(-h-) An undertaking to furnish or execute su c h docu m e n t s a s 

the Company in its discretion shall deem necessary Ci) to evidence 
such exercise of the Option, (ii) to determine whether registration 
is then required under the Securities Act of 1933, as then in effect 
and (iii) to comply with or satisfy the requirements of the 
Securities Act of 1933, or any other federal, state or local law, as 
then in effect. 

If Common Stock is to constitute all or any portion of the Exercise 
Price, It shall be valued at its fair market value, as determined by 
the Board on the basis of such factors as the Board may deem 
appropriate; provided that if at the time the determination of fair 
market value is made, the shares of Common Stock are admitted to 
trading on a national securities exchange for which sale prices are 
regularly reported, the fair market value of the shares shall' not be 
less than the lower of (i) the mean between the closing bid and asked 
prices reported for, or (ii) the closing trade price of, the Common 
Stock on that exchange on the most recent trading day preceding the 
date on which the Option is exercised. For purposes of the preceding 
sentence, the term "national securities exchange" shall include 
without limitation the Kational Association of Securities Dealers 
Automated Quotation System and the over-the-^counter market. Any 
federal, state or local taxes required to be paid or withheld at the 
time of exercise shall be paid or withheld in full prior to any de- 
livery of shares upon exercise. Upon due exercise of the Option, the 
Company shall issue such shares registered in the name of the person 
exercising the Option or as directed by such person in writing 
reasonably acceptable to the Company. 

KOB-Transferability of Potion . This Option is not assignable 
or transferable by the Participant otherwise than by will or the laws 
of descent and distribution and during the lifetime of the 
Participant may only be exercised by him. 

7* Rights as Stockholder . Neither the Participant nor any of 
the Participant's beneficiaries shall be deemed to have any rights as 
a stockholder with respect to any shares covered by the Option until 
the issuance of a certificate to the Participant for suoh shares. 

ganital Adjustments . If the outstanding shares of Common 
Stock are increased, decreased, changed into or exchanged for a 
different number or kind of shares or securities through merger, 
consolidation, combination, exchange of shares, other reorganization, 
recapitalization , reclassification, stock dividend, stock split or 

« 2 - 
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rev^erse stock split, art appropriate and proportionate adjustmont 
shall be made changing the number or kind of shares allocated to 
unex-ercised portions of the Option. Any such adjustment shall be 
made without change in the aggregate Exercise Price applicable to the 
unexercised portions of the Option, but with a corresponding 
adjustment in the Exercise Price for each Share covered by such 
\mexcrcised portions. Except as otherwise specifically provided 
herein, no adjustment shall be made for dividends or other rights for 
which the record date is prior to the issuance of the certificate or 
certificates representing shares issued pursuant to the Option. 

3 -. iTigHts TF~: 5 ^nT~~dT^I?eatK of PartlcdTPant^ If the Participant 

dies prior to termination of the Participant's rights to exercise the 
Option in accordance with the provisions of this Agreement without 
having exercised the Option as to all shares covered thereby, the 
Option may be fully exercised as to the unexercised portion{s> 
thereof and subject to all other conditions of this Agreement by tbe 
participant's estate or a person who acquired the right to exercise 
the Option by bequest or inheritance or by reason of the death of the 
Participant, provided the period during which the Option may be so 
exercised shall not continue beyond the expiration of the Option or 
one year from the date of the Participant's death, whichever date 
first occurs. 

10. Stock Purchased for Investment . The Participant, by 
accepting the Option, represents, warrants, covenants and agrees on 
behalf of the Participant and the Participant's transferees by will 
or the laws of descent and distribution that all shares of Common 
Stock purchased upon the exercise of the Option will be aoquired for 
Investment and not for resale or distribution, and that upon each 
exercise of any portion of the Option, the person entitled to 
exercise the same shall furnish evidence satisfactory to the Company 
(including a written and signed representation) to tbe effect that 
the shares are being acquired in good faith for investment and not 
for resale or distribution. The Participant understands and agrees 
that all certificates evidencing any of the shares purchased upon the 
exercise of the Option shall bear a legend, prominently stamped or 
printed thereon, reading substantially as follows; 

The shares represented by this certificate have not 
been registered under the Securities Act of 1S33, as amended 
(the "Act**), or the Securities Law of any state (a ’'State 
Act"). The shares have been acquired for investment and may 
not be transferred or otherwise disposed of unless such 
shares are then registered under the Act and any applicable 
State Acts or the issuer has received an opinion of counsel, 
satisfactory to the issuer, that such transfer does not 
require registration under the Act or any State Act, 
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ll. No-tiees ■ Eaob notice relating to this Agreanent shall be in 
writing and delivered in person or by certified aail to the proper 
address. Hach notice shall be deeaed to have been given on the date 
it is received. Each notice to the Company shall be addressed to it 
at its principal office, now 5931 Campus Circle Brlve, Irving. Texas 
75063, attention of the Vice President - Administration. Each notice 
to the Participant or other person or persons then entitled to 
exercise the Option shall be addressed to the Participant or such 
other person or persons at the Participant's address specified 
below. Anyone to whom a notice may be given under this Agreement may- 
designate a new address by notice to that effect. 

IE. Mo Obligation to Exercise Potion . This Agreement does not 
impose any obligation upon the Participant to exercise the Option* 

13. LAW OOVSBNIMG . THIS AQEEEMENT IS INTENDED TO BE PBEK>BMED 
IN TBB STATE OP TEXAS AND SHALL BE CONSTBUED AND BNFOBCBD IN 
ACCOKDANCE WITH AND GOVERNED BT THE LAWS OF SOCH STATE, EXCEPT AS TO 
MATTERS OF CORPORATE LAW, WHICH SHALL BE GOVERNED BY THE LAWS OF 
DELAWARE. 


14. Use of Proceeds . The proceeds derived from the sale of 
stock pursuant to this Option shall constitute general funds of the 
Company . 

IN WITNESS WHEREOF, the Company and the Participant have executed 
this Agreement as of the 22nd day of August, 1990. 





Title: 7 ~ 



Socl&I Securi'ty No. 

Address for Notice to Participant: 

8080 N. Central Sacpressvar 
Suite 1100 
Oallas, TX 7620S 
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CONSjEOT TO TRANSFER OF 
NON-STATOTORY STOCK OPTION 


WHERJ^S, pmsoant to fliat certain Non-Statutory Stock Cation Agreement dated as of 
SejJtembw 16, 1986, amended on Januaiy 13. 1988 and May 1, 1989 (flie "Stock Optic® 
Agreranenf), the undersigned, Stetfing Software, Inc. (the ’Company"), granted to Chailes J. 
Wyly, Jr. an optic® (the "Option" or "Opticm") to purchase 333,000 shares of the Comiansds- 
Ji®inmn-Stoc3c,-pai^^«lBe^$erlOT)er^are(thr'C6imSSrStock"); and 

WHEREAS, the Comifany has bera informed that on AptU 15, 1992, Charles J. Wyly, 
Jr. a^gned one-half the Cpdon to Little Woody limited, a Nev^ ccaporation ("Uttle 
WcxKiy") and dne-half of the Option to Roaring Fork limited, a Nevada ccwpoiation ("Rearing 
Fcnk"); and 

. WHEREAS, pnrsuant to Section 6 of the Stock Option Agreement, the Option is itot 
assignable or transferable otherwise than by will or the laws of descent and distribution; and 

WHEREAS, the Company, notwithstanding such restriction on transfer, desires to 
consoit to the foregcang asagnment; 

NOW, THEREFORE, in consideration of the foregoing premises, the Company hereby 
cemseots to the tianrfer of Options to purchase 166,500 Stares of the Company’s Common Stock, 
to little Woody and options to purchase 166,500 ^ares of the Company’s Common Stock to 
Roaring Fork. 

IN WITNESS WHEREOF, the Company has caused this Consent to be executed as of 
this 17th day of April, 1992. 

STERLING SOFTWARE, INC. 
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CONSENT TO TRANSFER OF 
NON-STATUTORY STOCK OPTION 


WHEREAS, puTsuanl to that certain Non-Slatutt»y Stock Option Agreement dated as of 
August 22, 1990, amended October 24, 1990 (the "Stock Option Agreement"), the underrigned, 
Michaels Stores, Inc. (the "Company"), granted to Sam Wyly an option (the "Cation" or 
"Options') to purchase 175,0(X) shares of the Company's Common Stock, par value $0.10 per 
share (the "Common Stock"); and 

WHEREAS, the Company hM been informed that on April 15, 1992, Sara Wyly assigned 
the Option to East Baton Rouge Limited, a Nevada corporation ("Battm Rouge"); aid 

WHEREAS, pursuant to Section 6 of the Stock Option Agreement, the Option is not 
assignable or transferable odierwise than by will or the laws of descent and distribution; and 

WHEREAS, the Company, notwithstanding such restriction on transfer, desires to 
consent to the foregoing assignment; 

NOW, THEREFORE, in consideration of the foregoing premises, the Company hereby 
consents to the transfer of Options to purchase 175,000 shares of the Company’s Common Stock 
to Battm Rouge. 

IN WITNESS WHEREOF, the Company has caused this Consent to be executed as of 
this 14th day of April, 1992. 


MICHAELS STORES, INC. 

By. P??a'PU^ 

Its: Executtve Vle« Pragldent & CTO 


i>orrans77M> 
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CONSENT TO TRANSFER OF 
NON-STATOTORY STOCK OFTTON 


WHEREAS, pursuant to that certain Non-Statutory Stock Option Agreemrat dated as of 
August 22, 1990, amended on October 24, 1990 (the "Stock Cation Agreement"), the 
undersigned, Michaels Stores, Inc. (the "Company"), granted to Sam Wyly an option (the 
"Option" or "Options") to purchase 175,000 shares of the Company’s Common Stock, par value 
$0. 10 per share (the "Common Stock’); aid 


WHEREAS, the terms of the Stock Option Agreement provide that the Option is not 
transferable otherwise than by will or the laws of descent and distribution; and 

WHEREAS, the Company, notwithstanding such restriction, has consented to the transfer 
of Options to purchase 175, 000 shares of the Company’s Common Stock by Sam Wyly to East 
Baton Rouge Limited, a Nevada corporation ("Baton Rouge"); and 

WHEREAS, the Company understands that Baton Rouge may in the future desire to 
transfer all or a portion of the Options to the owner of all or substantially all of the capital stock 
of Baton Rouge; 

NOW, THEREFORE, in consideration of the foregoing premises, the Company hereby 
consents to the transfer by Baton Rouge of all or a portion of the Options to any holder of all 
or substantially all of the capital stock of Baton Rouge, 

IN WITNESS WHEREOF, the Company has caused this Consent to be executed as of 
the 14th day of April, 1992. 

MICHAELS STORES, INC. 

Bv: 

Its: Executive Vice Ptaaldant i CFO 


KiSTSBTQdeiO 
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TCLECO(»iC«-t*l*> »S3-9at2 
wniTCR-S OlRECT OtAU NO.: 


(214) 953-5801 


Jackson & Wai-ker, l.l.p. 

ATTORNEYS AND COUNSELORS 
•otMAiN srnecT 
SUITE aooo 

0 ALLAS. TEXAS 7S20S-37S7 

(t7iT»sF5ooo 


/■i ir /' f>. K 


OTHER LOCATIONS 

-MOOS-T-ON 

RORT WORTH 
SAN ANTONIO 


April 20, 1992 


VIA COURIER 

Ms. Sharyl Robertson 

8080 North Central Expressway 

Suite 1100 

Dallas. Texas 75206 

Re: Transfer of Wviv Ontions and Wma nK 


Dear Shari; 


Enclosed please find the following documents; 

1, Consent to Transfer of Non-Statutory Stock Option to purchase 667,000 shares 
of Common Stock from Sam Wyly to East ^oll Limited, a Nevada corporation, to be signed 
on behalf of Sterling Software, Inc. ("Sterling”); 

2 Consent to Transfer of Non-Statutory Stock Option to purchase 667,000 shares 
of Common stock from East CarroU Limited, a Nevada corporation, to its parent, to be signed 
on behalf of Sterling; 

. 3. Assignment of Stock Purchase Warrant relating to warrants to purchase 150,000 
sh^of Common Stock to be signed on behalf of Michaels Stores, Inc. (“Michaels"); 


Consent to Transfer of Non-Statutory Stock Opdon to purchase 175,000 sharM 
of Common Stock from Sara Wyly to East Baton Rouge Umited. to Nevada co^ioratton, to be 
signed on behalf of Michaels; 


^ 5. Consent to Transfer of Non-Statutory Stock Option to purchase 175,000 shares 
sfcommon Stock from Eas t Baton Roug e Limited, a Nevada corporation, to its parent, to be 
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6. Consent to Transfer of Non-Siatutoty Stock Option to purchase 166,500 shares 
of Common Stock from Charles Wyly to each of Little Woody Limited, a Nevada coiporation, 
and Roaring Fork Limited, a Nevada corporation to be sign^ on behalf of Sterling; 

7. Consent to Transfer of Non-Statutory Stock Option to purchase 166,500 shares 
of Common Stock firom Little Woody Limited, a Nevada corporation to its parent, to be signed 
06 behalf of Sterling; 


8. Corrsent to Transfer of Non-Statutory Stock Option to purchase 166,500 shares 
of Common Stock from Roaring Fork Limited, a Nevada corporadon, to its parent, to be signed 
on behalf of Sterling; 




Consent to Transfer of Non-Statutory Stock Option to purchase 62,500 shares of 
Common Stock from Charles Wyly to each of Roaring Creek Limited, a Nevada corporadon, 
and Maroon Limited, a Nevada corporation to be signed on behalf of Michaels; 




Consent to Transfer of Non-Statutory Stock Option to purchase 62,500 shares of 
Common Stock from Roaring Creek Limited, a Nevada corporation, to its parent, to be signed 
on behalf of Michaels: 

xAl. Consent to Transfer of Non-Statutory Stock Option to purchase 62,500 shares of 
Common Stock from Maroon Limited, a Nevada corporation, to its parent, to be signed on 
behalf of Michaels, 


After we sign up the assignments from the Nevada corporation to the Isle of Man 
corporations on Wednesday, we can coordinate having new Sterling Series B warrants and 
Michaels warrants executed in the name of the appropriate Isle of Man corporations. 

Please do not hesitate to contact me if you have any questions or comments. 

Very truly yours, 

r-- 

f 

James S. Ryan, Cl 

JSRtpw i^'' 

cc: Michael C. French 

Marilyn R. Post 

207523 
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